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BY JUSTIN DOEBELE

justin@forbesindonesia.com

T

he original name for Forbes magazine was meant to be “Doers and
Doings.” That name seems appropriate for this annual outlook
feature on the year ahead. In previous outlook editions (always in
November), the section has featured forecasts taken from a range of experts. This year, the section features an outlook from just one individual:
Economic Affairs Coordinating Minister Darmin Nasution. The change in
format came about due to the stature of the minister in question. Among
those in President Joko “Jokowi” Widodo’s administration, few have a better grasp of—and authority over—the shape of things to come. As coordinating minister, he stands between the president and the ministries in his
portfolio. He has already had a huge impact across the country, working
through the ministries inside and outside his purview (as well as regional
authorities). He has created much actual, and badly needed, infrastructure. In addition to this, he has implemented many innovative initiatives,
such as to issue land titles to small landholders, as well as other reforms in
agriculture and bureacratic matters.
With that impressive track record, it’s easy to see how he is the perfect
candidate to discuss the outlook for the country. In his position, he has the
power to turn ideas into reality in 2018—perhaps more than the others in
previous issues, as he has a higher probability to make his forecasts come
true. While the president has set the agenda, it has been Darmin’s responsibility to translate those ideals into bricks and mortar on the ground (and
red tape cut). The accomplishments of Darmin are more noteworthy in
the context of his reputation of being an academic. While most of his ilk
more comfortable in ivory towers, Darmin has, like his president, focused
on getting it done in the here and now. Yet, in person, Darmin maintains
a calm and low-key demeanor—almost professorial. His academic qualifications (including a Sorbonne doctorate) means he understands, in a dimension better than some, the full long-term impact of the improvements
happening throughout the country. New highways mean improved logistics and lower costs, and a more productive economy. One of the lessons
of the Asian financial crisis, now two decades old, is that increased inputs
can only take a country so far—at some point, nations must boost productivity to take themselves to the next level of growth. With his ambitious
program, already well on the way but not yet completed, Darmin has been
helping move the country in the direction of enhanced efficiency, with all
the benefits that derive from that enhancement. With that type of leadership and outlook for the coming year, there are plenty of reasons for optimism that there are better days ahead. F

In years past, the annual Outlook package has taken a standard format, a
roundup of perspectives from a range of experts. This year, a decision was
made to take a different approach—the Outlook is provided by a single—
and important—individual, Economic Affairs Coordinating Minister Darmin
Nasution. The reasoning is simple: Darmin and his accomplishments will
have a major impact on the country’s economy going forward. Thus an
analysis of Darmin’s programs and where he, and others involved in these
programs, would like to take the country can be a lenses through which to
understand the outlook for the country.

Coordinating Minister
for Economic Affairs
Darmin Nasution gives
his outlook on how
recent reforms and
infrastructure will
improve the country.
BY RAJ KANNAN AND JUSTIN DOEBELE
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T

he Coordinating Minister for Economic Affairs Darmin Nasution, 68,
is known for being a well-trained
academic, with a PhD in macroeconomics from the Sorbonne in
Paris. Yet he has proven that he can
focus on concrete results as well as
theories—he has been the driving
force in President Joko “Jokowi”
Widodo’s cabinet translating the
president’s nation-building aspirations into actual infrastructure on
the ground. The normally low-profile Darmin laid out his outlook for
transforming the country through
new infrastructure, and other reforms, in an exclusive interview
with Forbes Indonesia in mid-September in his offices.
Darmin’s track record speaks for
itself—since 2014, approximately
$72 billion worth of infrastructure
has been completed or is now under
construction (excluding electricity
programs). No recent administration has accomplished so much in
so little time—one has to go back to
the early phase of the Suharto regime to find a comparable build-out.
In the process, Darmin, the former
head of Bank Indonesia, has built a
reputation as a doer. Darmin makes
34
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clear that these accomplishments are
from a collective effort, composed of
ministers and ministries, both inside
and outside his preview, and regional heads. “It’s a solid team effort, the
president sets the vision that we implement—not only just building infrastructure but implementing economic
policies that lift the living standards of
our citizens concurrently”, he says.

The infrastructure process is
important not just in size but scope,
as it encompasses the entire country. While the more populated Java
and Sumatra have gotten about $40
billion of $72 billion figure, other regions, often overlooked, are finally
getting a share as well, such as Kalimantan, Sulawesi, Papua and the Malukus—in total over 129 priority and

Indonesian Infrastructure under
Construction or Completed
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Total Infrastructure
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strategic infrastructure projects are
currently under construction across
the archipelago.
Some of these projects look to be
transformational once completed,
such as the Trans Sumatra Highway,
as a backbone linking together Sumatra—and its development. Other
notable projects are the concurrent
construction of the Jakarta MRT and

LRT projects, a major railway in Sulawesi, and a special economic zone
in Papua. Yet Darmin is focused not
just on concrete and steel, but also on
bringing greater financial inclusion
to those often marginalized. Darmin
has spearheaded vital policy reforms
to improve the livelihood of millions.
One of the most important is agrarian
reforms, which will, when completed,

SULAWESI
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SEZ
TRAIN
ROAD
DAM

MALUKU & PAPUA
9 Projects >> $ 9 bln

SEZ
ENERGY

The 4 Pillars of Joko
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will have in increasing the wealth of the
small landholders across the country?
For the first time, they have assets that
they can use as legitimate collateral, so
they become direct participants and not
just spectators of the economic growth
in the country,” he says. Another major
government program is introducing
and supporting farmers in new farm
management reforms to change the
way the farmers grow their crops. “We
are encouraging the creation of cluster

farming to increase economies of scale
as well as to increasing productivity of
the farms with better seeds,” he says.
Darmin is also the chairman of
the KPPIP, the government’s coordinating agency for priority and
strategic infrastructure projects.
Along with his vice chair, Coordinating Minister for Maritime Affairs
Luhut Panjaitan, the pair have been
credited with driving the KPPIP, as
an extension of the government, to

AHMAD ZAMRONI / FORBES INDONESIA

deliver land titles to millions of small
landholders. Last year over 600,000
land titles were issued, and so far this
year, another four million, and Darmin
is aiming for five million land titles issued by year-end. By 2019, the end of
the Jokowi’s first term, Darmin projects the government can create 21 million new land owners.
Darmin sees a huge benefit coming
from more widespread land ownership. “Can you imagine the impact this

ensure the delivery of these projects. “KPPIP is a unique government committee, it’s fully funded by
government, and yet it is led by both
government officials and private sector infrastructure experts. They help
ministries to debottleneck project
delivery, solve issues with feasibility
studies, and develop smart funding
solutions,” he says.
Another innovation of Darmin is
the One Map Policy (OMP), which his
ministry has been leading for several
years. OMP is aimed at mapping and
charting the entire nation onto a single definitive map, showing all property and concession boundaries and
owners, to ensure that land disputes
become a thing of the past. The OMP
will also increase the certainty of investments for private sector investors
and avoid the messy issues of two entities being offered overlapping mining or planting concessions because of
poor quality maps.
On the perception that SOEs are
crowding out the private sector in infrastructure delivery, Darmin explains
that when the Jokowi administration
came in, it had to start with projects
that would have the biggest bang for
the buck. However, many of these
projects were not attractive to the
private sector. “The president’s vision
was very clear, stop talking and start
building infrastructure, so we called
on the SOEs to start economically
important projects, like the Trans Sumatra Highway, which we assigned to
the government owned PT Hutama
Karya,” he says.
He adds that, starting from 2018,
the government will increase its engagement with the private sector for
infrastructure and other social projects. “We understand that the private
sector is keen to invest in bankable
projects and even better if they are
brownfield projects, so as we speak,
we are developing a new policy for
government asset optimization that
will monetize key government assets
such as operating toll roads, power

“The president sets the vision that we implement.
Not only just building infrastructure but
implementing economic policies that lift the living
standards of our citizens.”
plants, seaports, airports and so on,”
he says. Recently, Mandiri Sekuritas
led the securitization of the country’s oldest toll road, the Jagorawi toll
road. Jasa Marga successfully raised
Rp 2 trillion as an initial sum, which
it plans to use to develop more toll
roads across the country.
Darmin also mentioned that the
government is exploring the issuance of Limited Concession Schemes
(LCS), in which the government offers a concession to a private operator in exchange for an upfront payment from the private operator to the
government for the concession right,
typically for about 17 to 20 years. “The
upfront payments for some of the government’s assets could be in the billions of dollars, can you imagine how
many socioeconomic projects that the
government can build with that kind
of money?” he asks. He notes that the
LCS is not a sale of the government
asset to the private sector, but it was
merely harnessing the financing and
operating capabilities of the private
sector to develop key government assets that require massive capital expenses such as airports.
In simple terms, Darmin explains
that the president’s vision for nation
building can be categorized as having four pillars. Aside from infrastructure, and land titles and cluster farming, the other two pillars are
increased vocational training and
reducing bureaucracy throughout the
government—such as the Investment
Board (BKPM)’s new streamlined
three-hour approval process for business licenses. “The BKPM’s threehours approval process for business

licenses is no longer a dream, it’s a
reality. Now we want to expand further into other investment sectors.
We also want to ensure even bond issuances are achieved in record time,
unlike the past,” he says.
He was quick to add that the government’s infrastructure delivery
programs have well defined socioeconomic components to them. He said
the government is now insisting that
toll road developers allow entrepreneurs who live near toll roads to open
a business in the rest and service
areas. “So a toll road doesn’t have to
mean that local communities are disadvantaged, we want the benefit of
the toll road to be shared with nearby
communities,” he says.
The government is also building
series of Special Economic Zones
across the country, which are meant
to be connected by newly built infrastructure. “Previously, toll roads
were simply built without taking
into consideration the needs of the
industry and the society, but now we
insist that both of these components
be achieved in every project. In
short, we aim to convert every infrastructure corridor into an economic
corridor,” he says.
When asked about what is the
outlook for next year, Darmin says
2018 will be a year in which social
equity will take greater importance,
and the private sector will be harnessed to play a greater role in nation
building. This process, he says, will
happen not only through infrastructure projects but also for projects that
increase social equity, financial
inclusion and investor certainty. F
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