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Is Indonesia On Track to Meet Its 23% Renewable 
Energy Target by 2025?

Figure 1. Development of Fuel Mix for Installed Power Generation
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Indonesia: RE Target and Current Status
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Source: Ministry of Energy and Mineral Resources
RE share in Primary Energy Mix by 2016 is 7%.
Target: RE 23% in 2025 and 31% in 2050 in Primary Energy Mix, at least 25% in power generation in 2025.
Near complete electrification ratio in all regions.



Subsidy Reform Stimulates Energy Efficiency

Fuel price adjustment (subsidy cut) has 
narrowed the price gap between 
subsidized fuel and the non-subsidized 
fuel.

Narrower price gap between subsidized 
and non-subsidized fuel drives 
consumers to buy higher quality fuel 
(duplicating experience in 2003). 5.5 mkl
switched to RON 90, 2 mkl switched to 
higher qulity and more expensive fuel. If 
the argument, “people loves cheap fuel”, 
is entirely correct the stats would not 
look like this. PRICE INFLUENCES 
DECISION.

Higher appreciation towards quality 
drives competition and innovation in 
semi-open market. PT Pertamina
launched gasoline RON 98 in the 2018.

million kl



Subsidy Impact: Understanding PT PLN’s Limit

Source: https://www.iisd.org/sites/default/files/publications/indonesia-financially-sustainable-electricity-sector.pdf

https://www.iisd.org/sites/default/files/publications/indonesia-financially-sustainable-electricity-sector.pdf


Understanding PT PLN’s Limit

Electricity subsidy is a critical factor to sustain PT PLN’s operation and to patch 
undesirable financial performance. Reinvestment is already hard for PT PLN even 
with cheap fossil fuel.

In October 2017, Minister of Finance advised PT PLN to reconsider its capacity 
expansion, citing fiscal risk from loan guarantee to PT PLN and DSR as reason.



Government Support 
to Coal in Indonesia: 
Energy Price
• Electricity Price: US$ 0.04/kWh

• Social Cost (Health): US$ 0.03/kWh

• CO2 Emission: US$ 0.04/kWh

Coal has been hailed as the cheapest energy source, the 
ultimate answer to growth and welfare dilemma. But this 
concept has a flaw: subsidies and externalities.

This calculation is a conservative scenario on how pricing 
regime creates an advantage for coal over RE in Indonesia. 
This estimate doesn’t include the full list of government 
support to coal industry in Indonesia.

Energy pricing is the most mentioned issue in GSI’s surveys 
about the roadblocks of RE development in Indonesia.

Source: 
https://www.iisd.org/sites/default/files/publications/indonesia-
electricity-generation-coal-renewables-infographic-en.pdf

https://www.iisd.org/sites/default/files/publications/indonesia-electricity-generation-coal-renewables-infographic-en.pdf


Subsidy: An Operational Definition

• Direct and Indirect Transfer of Funds and Liabilities
• Direct Spending

• Government Ownership of Energy Related Enterprises

• Credit Support
• Insurance and Indemnification

• Occupational Health and Accidents

• Environmental Cost

• Government Revenue Forgone
• Tax Breaks and Special Taxes

• Provision of Goods or Services Below Market Value
• Government-owned Energy Minerals
• Government-owned Natural Resources or Land

• Government Procurement

• Government-provided Goods or Services

• Income or Price Support
• Market Price Support and Regulation

(Source: World Trade Agreement’s Agreement on Subsidies and Countervailing Measures)

See: https://www.iisd.org/sites/default/files/publications/fossil_fuel_subsidies_WTO.pdf

Summary of Government Support to Coal in 
Indonesia

GSI identifies 15 subsidies to Indonesia’s coal industry. It was possible to 
quantify seven of these. 

In 2015, subsidies to coal production were estimated: app. IDR 8.5 
trillion (USD 644 million). In 2014, at IDR 12.4 trillion (USD 946 million). 

In 2015, RE subsidies was roughly USD 133 million in subsidies, a 
considerable increase from around USD 36 million in 2014. From 2010 to 
2015, renewables received a cumulative total of USD 179 million. This is 
far less than the amount of subsidies provided for coal through the 
export tariff exemption alone, totalling USD 719.6 million from 2012 to 
2015.

Source: https://www.iisd.org/sites/default/files/publications/financial-
supports-coal-renewables-indonesia-executive-summary-en.pdf

https://www.iisd.org/sites/default/files/publications/fossil_fuel_subsidies_WTO.pdf
https://www.iisd.org/sites/default/files/publications/financial-supports-coal-renewables-indonesia-executive-summary-en.pdf


Lesson for Policy Making

• Start from Strong Database, No Silver Bullet Approach
• Database Inventory
• Energy Economy Analysis

• Create investment friendly environment
• Getting the Price Right (Economy)

• Subsidies, Externalities (Emission) and Social Cost (Health and Environment)

• Subsidy Swap (Economy)
• Shifting Fiscal Supports

• Mitigate Risks (Social Welfare)
• Compensation and Responsive Monitoring and Evaluation

• Mobilize Public Confidence (Politics)
• Communication Strategy

• Show Strong Leadership (Politics)
• Demonstrating Energy Reform as Top Development Priority
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Analysis Framework

Meet renewable energy targets

SUSTAINABILITY

SOCIO-POLITICALECONOMY

Source: https://www.iisd.org/sites/default/files/publications/23-per-cent-renewables-indonesia.pdf

https://www.iisd.org/sites/default/files/publications/23-per-cent-renewables-indonesia.pdf

