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Indonesia is a nation carried along by the winds of change. The center 
the dynamic ASEAN economic region, it boasts the world’s fourth largest 
population at over 250 million, and its youthful demographics mean that 

every year Indonesia’s workforce swells by 2.4 million. By 2030, PwC pre-
dicts it will be the world’s fifth largest economy—but reaching the project-
ed $5.4 trillion valuation will require both sustained and vigorous growth.

This geographic and demographic strength is latent: While the conditions 
exist for Indonesia to take its place among the world’s major economies, it will 
require significant infrastructure development. The centrality of infrastructure 
in macroeconomic growth has long been established, as it improves effi-
ciency, lowers logistical costs, and provides foundations for FDI and entrepre-
neurship. Roads, water and electricity are essential worldwide, but in the case 
of Indonesia’s 17,500 islands, they take on new significance: Before the one-
price fuel policy was established, logistical difficulties made fuel in the eastern 
state of Papua 14 times more expensive than the country’s official price.

The Ministry of State Owned Enterprises (SOE) is charged with getting 
the virtuous cycle rolling. As Minister of SOE Rini Soemarno puts it, “In-
frastructure has become one of our most crucial development agendas. 
Without electricity, how can we expect industries to grow and investors to 
come?” Their role is crucial in realizing the government’s target of building 
1,000 kilometers of toll roads, 3,000 kilometers of railways, 24 seaports and 
35,000 megawatts worth of power plants during its five-year term. This in-
cludes the final sections of a 4,330-kilometer Trans-Papua Highway, where 
the effects can be clearly seen: Cement prices in Papua have fallen by 75% 
since it became operational.

Per capita power consumption and the electrification ratio have sky-
rocketed, but with existing infrastructure struggling to meet demand, 
blackouts are common, and demographic changes will increase this pres-
sure. One of the solutions most apt for Indonesia is geothermal power, giv-
en the country’s location in the world’s most geothermically active region. 
Star Energy is driving the sector forward, as Chairman Prajogo Pangestu 
illustrates: “By 2025 Indonesia has a program to produce 23% of its elec-
tricity from renewable sources, and the Indonesian geothermal potential 
is 29,000 megawatts. Our group provides 875 megawatts of 1,500 currently 
on line, and our goal is to reach 2,000 megawatts within six years.”

Pangestu describes this as “an incredible achievement,” as well as one 
that goes a long way toward the 23% target, noting that a major benefit of 

geothermal energy is its capacity to work as “base-
load power.” That means it can constantly produce 
power to meet the minimum needs of an area, with 
peaks in demand met by solar, wind or a nonrenew-
able source such as coal. The macroeconomic 
impact of widespread renewable energy is unde-
niable, and nobody knows that better than Indo-
nesian Minister of Energy and Mineral Resources 
Ignasius Jonan. Renewable energy, he says, can 
provide freedom from “electricity production costs 
influenced by coal or gas prices and political prob-
lems, as we have recently seen in Qatar.” But the 
impact of geothermal goes deeper: Potential in-
vestors looking to build factories in Indonesia can 
easily see how geothermal energy, in supplying 
baseload power and protecting against blackouts, 
can stimulate job creation and growth.

As Indonesia looks to tap the power already 
lying just below the surface, it knows it also 
possesses another great resource that’s waiting to 
be unlocked by improved infrastructure: its people. 
Following this round of infrastructure development 
will come a connected focus on human capital. 
Basuki Hadimuljono, Minister of Public Works 
and Housing, affirms this stance: “We need to 
make sure that we provide our people with basic 
infrastructure so that their regions can become 
economically competitive and their livelihoods 
improved.” Star Energy’s Pangestu also talks of 
“welcoming new players,” emphasizing the role 
foreign capital will play: “The Indonesian people are 
striving for more development, and we need more 
investors to achieve this goal.” 

To this end, the Indonesian government plans to 
make good on a 2012 law allowing foreign universi-
ties to establish themselves in Indonesia, and it hopes 
to develop a world-class education system by 2025, 
with several universities in the global top 500. Prioritiz-
ing science, engineering, mathematics and business 
will be a boon to the economy—part of the plan to 
unlock the power of Indonesia, wherever it may lie. 
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Bonds, rated by Moody’s and S&P as Baa3 and 
BB+ respectively, displayed strong demand to 

beat pricing expectations, yielding 7.5%, from an initial guidance of 
7.875%, and being almost four times oversubscribed for its Rp4trn 
(US$295m) issue. Given its strong credit history and the stable nature 
of its revenues, Jasa Marga was able to obtain early investor
interest ahead of the transaction announcement.

Jasa Marga has evolved from its origins as a toll regulator, and is 
now primarily state owned. 30% of the company is public, however, 
and similar can be said of four of Indonesia’s largest infrastructure 
companies. Through commitment to shareholder value, therefore, 
the market provides checks and balances, ensuring profitability 
and efficiency from inception to completion. Accelerating massive 
infrastructure development needs a variety of funding sources: 
Here, Jasa Marga has displayed determination and innovation, 
issuing three new capital market funding schemes in 2017.

A bond sale such as this provides an avenue to evolve; success 
diversifying available funding avenues delivers profound 
macroeconomic impact. Funding flexibility, based on international 
confidence in the Indonesian economy, is another first for Jasa 
Marga, following the successful securitization of future revenue. 
The company is now set to bridge infrastructure financing gaps and 
release government budgetary pressure.

But more than this, as Managing Director Desi Arryani highlights, 
the knock on effect of well made and managed transport arteries 
connecting Indonesia’s economic hubs “will boost our economy 
by lowering logistics costs, as well as offering a reduction in travel 
times, all the while offering better services.” This transaction by 
Jasa Marga sets a new milestone for Indonesia’s capital markets 
and represents the opening of a new asset class in the global 
market. Following its milestone successes, Jasa Marga will remain 
central in the story of Indonesia’s economic rise. 

The Komodo dragon is found only on the islands of Eastern Indonesia – dominating their environment for the 
last 4 million years and thriving as the archipelago’s top predator. It’s natural, therefore, that the first ever issue 

of offshore rupiah bonds comes with the nomenclature ‘Komodo’ – distinctly Indonesia, with more than an air of the 
‘Asian Tiger’ – a historic milestone for Jasa Marga, the toll operator at the heart of Indonesia’s development.

The Indonesian Dragon: Jasa Marga Breathes Life Into the Economy
JASA MARGA, INDONESIA HIGHWAY CORP.
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