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The discussion is the second series of focus group discussions regarding energy issues in 
the manufacturing industry sector held by Purnomo Yusgiantoro Center (PYC) and 
Economic Research Institute for ASEAN and East Asia (ERIA). The focus of the discussion 
is reviewing the alternative policy for the manufacturing industry, especially in the natural gas 
and electricity sectors. The discussion covers a review on the research team's finding 
related to the policy implementation, both by Indonesia and other countries, in the sectors 
above. The output of the discussion is a policy recommendation to address the energy 
issues in the manufacturing industry. The development of an alternative policy should 
consider its legal implication. The proposed policy may also advise institutional change, 
ensuring smooth and easy coordination, for instance. Also, fiscal and financial impacts of the 
proposed policy may need thorough consideration. Finally, an implication-handling strategy 
is vital to implement the proposed policy successful.
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Mr. Luluk Sumiarso, as the Moderator of the 
event, greeted all the participants and 
introduced the speakers. The speakers are 
Dr. Mohammad Khayam from Director of the 
Upstream Chemical Industry of the Ministry 
of Industry of Republic of Indonesia, and Dr. 
Shaleh Abdurahman from National Energy 
Council (Dewan Energi Nasional, DEN). He 
also introduced the responders of the 
discussion; they are Mr. Rauf Purnama from 
the Indonesian Chamber of Commerce 
(Kamar Dagang Indonesia, Kadin) and Mr. 
Jarman Sudimo as the former head of 
Directorate General for Electricity, Ministry of 
Energy and Mineral Resources of Republic 
of Indonesia.

Mr. Luluk explained that the Focus Group 
D i scuss ion  (FGD)  a imed  t o  sha re 
perspectives on energy issues in the 
manufacturing industry. The FGD is a part of 
joint research between Purnomo Yusgiantoro 
Center (PYC) and Economic Research 
Institute for ASEAN and East Asia (ERIA) to 
provide a recommendation for RPJMN 2020-
2024. The discussion will focus on the use of 
energy source as fuel and raw material in the 
manufacturing process. Moreover, the 
efficient utilization of the energy source was 
also expected to be discussed in the event. 
Thus, he hoped that this event would run 
interactively to give broad and fresh 
perspectives on the discussed issues from 
the presenter and the participants.
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Mr. Khayam also highlighted related issues 
on gas, electr ic i ty,  and coal in the 
manufacturing industry sector because not 
only industries use them for fuel, but also for 
raw material. The energy demand in industry 
accounts for 30% of total demand with 60-

Mr. Khayam started his presentation by 
exp la in ing the cur rent  condi t ion o f 
Indonesia's economic and industry growth. 
Before the crisis in 1998, Indonesia's 
economic growth can obtain double-digit 
growth. However, after the 1998 crisis, this is 
difficult to achieve. Then, since 2016, the 
growth of GDP of the manufacturing industry 
sector was lower than economic GDP. This 
could be a signal of deindustrialization. In 
addition to that as seen from the data, the 
growth of the service sector was higher than 
that of the manufacturing sector. Thus, to 
increase the growth of the manufacturing 
industry, the government implemented a 
program called “Make Industry 4.0”. 
Meanwhile, in the case of the chemical 
industry, the need for the refinery unit is 
essential for Indonesia's domestic industry 
development and production, which will 
result in a reduction of import.

Dr. Mohammad Khayam
Director of the Upstream Chemical 
Industry of the Ministry of Industry, 
First Presenter

I n  o r d e r  t o  i n c r e a s e  i n d u s t r i a l 
competitiveness, the plan is to move from 
the “Basic Requirements” stage to the 
“Efficiency Enhancers” stage. The shift will 
need higher education and training, goods 
and labor market efficiency, financial market 
development, technological readiness, and 
market size. This also encourages the 
government to join the wave of Industrial 
Revolution 4.0 by its “Make Industry 4.0” 
p rog ram.  Techno logy  i nvo l vemen t , 
production process, and every aspect of the 
industry to gain efficiency are needed.

70% is consumed by high-energy intensive 
industries, such as steel, ceramic, and 
cement industry. Fertilizer and chemical 
industry consume gas as the most 
consumed energy source. Steel industry 
records the highest in consuming electricity.

The consumption of coal is dominated by 
power plant with 78% of total consumption, 
while the rest is used by industry. Coal 
consumption in cement industry is the 
highest among other industries. Coal is 
mostly used for fuel. However, gasification 
technology enables the use of coal for raw 
material. The implementation of gasification 
technology is located in Muara Enim, 
Sumatera Selatan by PT. Pupuk Sriwidjaja 
and PT. Bukit Asam, Tbk as the stakeholder. 
Another scheme for coal utilization is by the 
mine-mouth power plant to ensure short 
distribution of coal.

Electricity consumption for industry sector 
reached 32% of total energy consumption in 
2015 with metal, and the textile industry as 
the highest consumer. For industry, one 
essential factor for electricity supply is 
affordable price and sustainable supply 
which can avoid uncertainty for the investor. 
Electricity is highly consumed in the metal 
industry, especially for the smelter. In order 
to match the electricity demand growth, 
synchronization of RIPIN, RUPTL, and 
RUEN is important.

Percentage of gas consumption in industry 
accoun ted  f o r  31 .6% o f  t o t a l  gas 
consumption in 2016, while total gas 
consumption for raw material and fuel are 
47% and 53% of industry consumption, 
respectively. New gas exploration in east 
Indonesia is predicted to increase domestic 
g a s  c o n s u m p t i o n .  F e r t i l i z e r  a n d 
petrochemical industry are sensitive to gas 
price as 70% of the cost structure is 
accounted for the gas component. The 
average gas price for the industry in 
Indonesia is as high as USD 9.5/MMBTU. 
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Industry can mainly be divided into 3 main 
industries: upstream, intermediate, and 
downstream industry. The development of 
the industry requires a consistent supply of 
energy, water, and air. Energy resources are 
consumed in the industrial sector as a 
source of energy and as raw material 
(feedstock). He also highlighted the 
utilization of energy as fuel and raw material. 
Energy provision for the downstream 
industry is more critical than the upstream 
industry as the upstream industry is 
characterized as a high investment industry 
which mostly can afford electricity generation 
for its own use.

After 2015, electricity growth was below 
economic growth. This was the result of 
subsidy rationalization and led the industry to 
increase their energy efficiency through 
machine revitalization and to change to more 
efficient tools, and an increase of captive 

Papua, Borneo, and Sumatera, while 
industries are highly concentrated in Java 
Island. The same issue occurs for coal, in 
which the resources are in Sumatera and 
Kalimantan while the demand is in Java. 

Energy  in f ras t ruc tu re  and  indus t ry 
development are like chicken and egg. The 
discussion is always whether building energy 
infrastructure should be built prior to industry 
development or vice versa. The decision has 
to be made to address which sector has to 
be developed first; it is either industry or 
energy first.  Electricity price was subsidized 
for all customer before 2013. This made 
many industries chose PLN as their supplier. 
Industry always seeks the most economical 
alternative may lead to a construction of 
captive generation rather than rely on PLN 
supply. However, the development of captive 
generation infrastructure sometimes faces 
regional regulation and permit.

Discussion

Mr. Khayam summarizes four important 
issues in the industry; energy supply, energy 
price, energy diversification, and location of 
industry. The problems in energy supply are 
related to energy infrastructure and 
availability of energy for industry, while 
affordable, efficient, and environmentally 
friendly energy is also required to ensure 
industry competitiveness. The reliability, 
availability, and distribution of electricity are 
still problems for the industry. Moreover, 
diversification of energy is essential to 
maintain the sustainability of supply. 
Utilization of renewable energy is still a 
problem, especially for its high investment 
cost and infrastructure issue. Lastly, the 
mismatch of energy source and industry 
location is another problem for energy 
development for industry needs. For 
example, gas resources are abundant in 

Moreover, the added value given by gas-
based industry is considered as high. Hence, 
it is important to have a competitive gas 
price for the gas-based industry.

Energy plays an important role in the 
industry so that it is essential to have 
sustainable energy for industry. Energy 
accounts for more than 25% of the industry 
cost structure. By nature, industries aim to 
lower their cost, which may lead to cost 
reduction or efficiency of energy cost as it 
will affect industries' competitiveness. The 
development of industry sector should take 
the energy source or raw material location as 
a consideration, which may lead to efficient 
production chain. The development of gas-
based industry, such as petrochemical and 
fertilizer industry, has implemented this 
approach. This can be found in a project in 
Bintuni, Masela, Banggai, Tuba, Cilegon, 
Muara Enim, and Bontang.  Another 
alternative solution for sustainable gas 
supply is by gasification technology, which 
uses lignite coal for feedstocks and fuels. 
This project has been implemented in Muara 
Enim.
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power generation in the industry sector. One 
alternative for efficient energy use is by 
installing cogeneration. Additionally, an 
alternative option is to give a tax incentive for 
the industry for utilizing renewable energy to 
its production. This will encourage clean, 
such as Clean Coal Technology in Japan, 
and sustainable energy shifting.
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Discussion

Renewable energy should be the agent of 
fuel diversification, and fossil energy should 
be optimized as raw material which gives 
higher added value, such in the production of 
naphtha. Coordination of responsible entities 
is required to ensure renewable energy 
growth. Aside from incentive from the 
government, the development of renewable 
energy should give added value so shifting 
to renewable energy could happen. In 
related to the added value from renewable 
energy, the industry sector should be 
encouraged to use a green product 
(meaning a product produced by clean and 
green energy). This is because there is a 
demand for green products in the developed 
country. A power-wheeling concept can also 
be implemented to account the amount of 
green energy used by the industry sector. 

Lower energy consumption per capita is the 
result of low industrial employment as the 
volume of industry compared to population is 
low.  The upstream industry has to be 
developed close to the raw material, which is 
outside of Java, while the downstream 
industry needs to be developed near the 
market, which is in Java. Electricity 
Procurement Business Plan (Rencana 
Umum Penyediaan Tenaga Listrik, RUPTL) 
should be used to attract the investor to 
other regions as it contains captive 
investment data, while Regional Electricity 
Plan (Rencana Umum Ketenagalistrikan 
Daerah, RUKD) could give an action plan for 
the regional government. Implementation of 
these documents, along with incentive 
awarding, could be a measure to achieve 
higher economic growth.

DEN is now in the progress of arrangement 
of RUEN Province by taking account of 
reg ional  industry  development  p lan 
(RIPIDA). This will be analyzed for the 
required energy supply projection for each 
reg ion .  D E N  a lso  a r ranges  R U E N 
investment blueprint to capture investment 
needed for the energy development, which 
contains detailed fund required for the 
development.

Shaleh Abdurahman 
National Energy Council (Dewan 
Energi Nasional, DEN)

Indonesia is projected to be the 7th biggest 
economies in the world in 2030 quoting 
McKinsey. To achieve this level, it needs 6-
7% economic growth which will lead to 
higher energy demand. This will also need 
the development of manufacturing industry. 
Talking about industry contribution to GDP, 
Indonesia outreached many countries in 
2016, however it was lower than Malaysia 
and Thailand. Indonesia's service sector 
rapidly growth in the recent year, especially 
transport and logistic which leads to lower 
manufacturing contribution in GDP. Slower 
growth of the industrial sector is also 
reflected in lower energy consumption per 
capita. The government put a priority of 
industry development to the region outside 
Java to move investment to other areas. This 
will need rapid investment in supporting 
i n f r a s t r u c t u r e ,  a s  w e l l  a s  e n e r g y 
infrastructure. This also has to face land 
acquisition problem and ease of doing 
business in Indonesia.
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