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Transformation 
of RE policies 
in Indonesia 

Regulation No. 5 Year 2006 on National Energy Policy with 
targeted Primary Energy Mix by 2025

Law No. 30 year 2007 on Energy

Law No. 30 Year 2009

on Electrification Paragraph 2. The utilization of primary energy, to

prioritize new & renewable energy resources

CHAPTER V 

UTILIZATION OF PRIME ENERGY

“In year 2025, shares of new & renewable

energy are at least 23% & by year 2050 at least

31% as long as it is economically feasible”

Paragraph 9, point f
Regulation

No. 79 Year 2014

on National Energy Policy

• National Energy Policy in 2003

• General Policy on Energy in 1998

Ministerial Decree No. 38/2016 --> expedite electricity dev’t

in remote villages

Ministerial Regulation No. 12/2017 on New & RE

 Price capping on RE tariffs

Industrial Minister Decree no. 4 

and 5 year 2017 on requirements 

for Local Content for Solar PV 

project in Indonesia 



RE Policy vs Resolute Targets

• Government established the 35,000 MW electricity project to 2020. RE 
portion: 25% (≈ 8,750 MW).

• Installed capacity of RE as of Dec 2016: + 6,003 MW (PLN, 2016)

• To meet 23% RE target by 2025: 45,000 MW of RE is required

Can we achieve 39,000 MW of RE within 8 years?
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Government Regulations no. 79 year 
2014 on National Energy Policy



Recent status: RE Policies in Indonesia

To expedite electricity 
development in remote 
villages across the nation. 

Ministerial Regulation No. 12/2017 
on New and Renewable Energy 

Ministerial Decree No. 38/2016 on Acceleration 
of Electrification in Undeveloped Rural Areas, Isolated, Border, 
and Populated Small Islands Through Implementation of Small-

Scale Electricity Supplies

Price caps on RE tariffs.

Capping of RE tariffs 
challenges profitability & 

sustainability of RE providers. 



Ministerial Regulation No. 
12/2017: 

Top-down measure

Bottom-up measures:

• Community’s willingness (& ability) to pay

• Viable business plan, incl. expenses & 
revenues for:

– Consumption

– Production of goods and services.
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Household

Commercial

Industrial

Demand Results: Energy demand final units

Scenario: Reference, Fuel: Electricity

2000 2003 2006 2009 2012 2015 2018 2021 2024 2027 2030 2033 2036 2039 2042 2045 2048
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Off-grid Rural Electrification

 Current electricity ratio of 
villages: 97%

 Over 2,500 villages had no 
electricity in 2014.  

 State Electric Company (PLN) 
to electrify 504 villages by 
2019

 More than 2,000 villages will 
still be unelectrified by 2019.  



Reality check:
Indonesia: archipelagic country  remote regions accessibility issue.

Challenges of rural off-grid RE: 
• High costs of equipment and personnel mobilization to 

remote sites, 
• High O&M costs
• Personnel costs
• Battery replacements & major overhauls
• Lack of competence of local personnel in villages
• Readiness and quality of local RE equipment 

 Does capping of RE 
tariffs challenge the 
profitability & 
sustainability of RE? 

 Should incentives (not) 
be offered? 

 Can Indonesia reduce 
high prices in RE sector 
to encourage further 
development, especially 
in remote regions?

 Local content 
requirement

Viable business plans: required to ensure 
sustainability of the off-grid community RE

Tariffs & Incentives vis-à-vis Business



Evocations for the Government

The government to incentivize by providing investments, e.g:

• Support projects that ease access to mobilize equipment & 
personnel for energy development 

– Road/sea/air infrastructures

– Establishment of inter-ministerial & inter-sectoral coordination to prioritize 
villages to be electrified & the associated port, road, bridge investments

• Proper incentives to lure investors in RE sector to cover:
– CAPEX 

– OPEX
to mobilize, construct, and sustain the power plant.



Lessons Learned: 
Ways toward Successful Community-based RE

Sufficient funds & ability to operate & maintain RE plant

Community “sense of ownership” of power plant 
(e.g. through shares / other contributions)

Avoidance of ‘elite capture’, empower the community, 
women & vulnerable minorities

Viable business plan for profitable & sustainable business 

Assurance on preservation & safeguard of the environment
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