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Introduction
After lengthy negotiations, leaders of the Republic of 
Indonesia, Japan, the United States and other partner 
countries came away from the G20 summit, held in Bali in 
parallel to the COP27 in November 2022, with what many 
are celebrating as a historic agreement. The government of 
Indonesia made a deal with the G7 group of industrialised 
countries plus Denmark and Norway. Called the Just Energy 
Transition Partnership (JETP), is billed as, ‘the final piece 
of Indonesia’s puzzle to accelerate its energy transition’.1 

The JETP is a $20 billion financing package to facilitate 
Indonesia’s transition from coal to renewable energy. As 
one of the world’s largest coal producers and fifth largest 
greenhouse gas emitter, this announcement is indeed 
encouraging news. As the details of the plan will still be 
hashed out over the next six months, it remains difficult 
to fully evaluate the agreement’s real impact. Nonetheless, 
this article aims to provide an overview of Indonesia’s coal 
sector, as well as its existing climate commitments, in 
hopes of making sense of these new developments.

While coal mining in Indonesia dates back to the activities 
of Dutch colonial forces in the 1800s, it is only over the past 
40 years that Indonesia has become one of the world’s 
leading coal hubs. Indonesia churns out enough floating 
barges filled with black mountains of the world’s dirtiest 
energy source to make it the world’s fifth-largest coal pro-
ducer. The country also has the globe’s 10th largest coal 
reserves.2 It exports some 63% of its production. That is 
enough to make it the top exporter of thermal coal, which 
is used to produce electricity from India to Germany.3 
Indonesia produces nearly 90% of Southeast Asia’s coal 
supply.4 In terms of domestic consumption, Indonesia is 
also highly dependent on coal to meet national electricity 

needs. In 2021, Russia was responsible for almost 20% of 
global thermal coal exports. Now, as a result of the war in 
Ukraine and the resulting sanctions, coal prices are surging 
and banks stand at the ready to profit. 'In Indonesia, the 
boom in lending is especially pronounced in the province 
of East Kalimantan, the country’s coal-mining heartland. 
According to official data, bank loans to the provincial 
mining industry grew by 74.36% year-on-year in February 
2022, compared to 18.87% growth in overall lending.’5

Meanwhile, the Indonesian government has committed to 
reduce greenhouse gas emissions. Despite such promises 
(which necessarily demand the country phase out coal), 
the state is facilitating the construction of coal-fired power 
plants on a massive scale. They are granting permits to 
mining entrepreneurs, securing funding through national 
and international banks, and issuing favourable regula-
tions such as the Omnibus Law and the revision of Law No. 
3 of 2020 concerning Minerals and Coal. This continued 
dependence on dirty coal energy is not only bad for green-
house gas emissions, it also has very serious implications 
for already marginalised communities — especially along 
Indonesia’s extensive coastline. Pollution of fishing zones, 
adverse health effects on humans, and policy processes 
which sideline communities are all part of the expanding 
coal landscape in Indonesia explored in this article. As we 
will see, the political will to confront climate change is lack-
ing. The government of Indonesia, influenced by corporate 
interests and corruption, is prioritising immediate profit 
over future generations. At the same time, the Indonesian 
case points to the relevance of conversations about cli-
mate reparations, raises important questions about how 
we got here and what constitutes truly just energy policies. 

Empty climate promises
Ahead of the 26th United Nations Framework Convention 
on Climate Change (UNFCCC) in Glasgow, the government 
of Indonesia submitted its revised climate commit-
ments to the UN. They pledged to: ‘reduce greenhouse 
gas (GHG) emissions 26% below business-as-usual by 2020 
which decreased from the previous target of 29%, or a 
41% reduction target contingent on sufficient international 
financial support by 2030. Indonesia also submitted its 
first long-term strategy to the UNFCCC, which indicates 
the country plans to peak GHG emissions in 2030 and 

could reach net-zero GHG emissions by 2060 or sooner.’6 
Two primary sources of GHG emissions in the country 
are coal-fired power plants and land use changes usual-
ly linked massive deforestation of land that is cleared for 
palm oil production and mining.7 In Glasgow, Indonesian 
President Joko Widodo (“Jokowi”) reiterated his commit-
ment to reducing greenhouse gas emissions. However, in 
practice the coal sector is booming, making this commit-
ment seem increasingly out of reach.

https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Indonesia%2520First/Updated%2520NDC%2520Indonesia%25202021%2520-%2520corrected%2520version.pdf
https://www4.unfccc.int/sites/ndcstaging/PublishedDocuments/Indonesia%2520First/Updated%2520NDC%2520Indonesia%25202021%2520-%2520corrected%2520version.pdf
https://unfccc.int/sites/default/files/resource/Indonesia_LTS-LCCR_2021.pdf
https://unfccc.int/sites/default/files/resource/Indonesia_LTS-LCCR_2021.pdf
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A few days after COP-26 took place, the Indonesian Minister 
of Forestry and Environment, the only minister with a spe-
cific mandate for climate change mitigation and adaptation 
in Indonesia, stressed that massive development under 
President Jokowi must not stop in the name of preventing 
carbon emissions or deforestation. Even more troubling: 
the government is proposing to increase coal and decrease 
renewable energy production. The government issued a 
regulation no longer classifying fly ash and bottom ash as 
hazardous and toxic waste.8 Whereas the 2016 climate 
policy, the government had set targets for coal to comprise 
just 25% of the country’s energy mix by 2050, the revised 
March 2021 government plan increased coal’s share to a 

55% share in 2050.  In 2021, renewables accounted for 
just 11% of Indonesia's energy mix, even as targets call 
for 25% renewable energy sources by 2025. This target 
looks increasingly unrealistic amid a halting post-pandemic 
recovery and the threat of a global recession in 2023.

Though Indonesia experienced a brief decline in emissions 
during the COVID-19 pandemic, the more general trend 
sees them continuing to rise. Though the government 
has allocated around $48 billion in the National Economic 
Recovery (PEN) programme in the wake of the pandemic, 
none of that money has been earmarked for developing 
low carbon energy.

Climate reparations and the importance 
of a historical view
The Indonesian government argues that the low levels of 
renewable energy directed at electricity are a result of the 
comparatively high price for producing energy through 
renewable means. This makes it difficult to compete 
with fossil power generators, especially those fuelled by 
cheap, but dirty, coal. Furthermore, “Coal taxes are a vital 
source of revenue, helping plug a budget deficit running at 
about 3 percent of GDP.”9 Meanwhile, domestic industry’s 
inability to produce components necessary to generate 
renewable energy and the difficulty of obtaining low-in-
terest financing have also hampered development in the 
sector. Here Indonesia joins the chorus of nations in the 
Global South calling for more effective mechanisms of cli-
mate finance.10 In order to slash emissions by the prom-
ised 41%, the government calculates that it will need $323 
billion. Between 2007 and 2019 they have only received 
$6.4 million in international contributions, mostly in the 
form of loans.11 According to the Jakarta-based Institute for 
Essential Services Reform (IESR), 'replacing all of Indonesia’s 
coal capacity with renewables will cost around $1.2 trillion 
by 2050’.12 The JTEP promises $20 billion coming from a 
mix of public and private sources, including, 'Seven glob-
al financial institutions — Bank of America, Citi, Deutsche 
Bank, HSBC, Macquarie, MUFG, and Standard Chartered, 
which are members of the Glasgow Financial Alliance for 
Net Zero (GFANZ)’ which have agreed to participate in a 
partnership.13 These funds will come in the form of grants, 
concessional loans, market-rate loans, guarantees and pri-
vate investments. ‘There are concerns that the deal with 
Indonesia will be heavy on loans, similar to the [ones the] 
JETP struck last year between industrialized countries and 

South Africa. Under that deal, valued at $8.5 billion, less 
than 4% of the funds will be in the form of grants.’14 While 
the exact details of the financing package in Indonesia 
remain to be seen, what is clear is that loans suggest more 
debt, which ultimately contributes to the continued flow of 
capital away from the Global South.15 

For this reason, critics of mainstream climate finance 
mechanisms propose to simply cancel sovereign debt 
of countries in the Global South. ‘[I]nstead of sending 
resources away for debt service and accumulating pollu-
tion and social problems with extractive industries, they 
could use those same resources to build a regional econ-
omy of autonomous communities linked by solidarity. That 
would mean divesting from debt service and extraction and 
investing in national and local systems of care, a universal 
basic income, and food sovereignty for communities.'16

These proposals are part of what scholars and activists call 
climate reparations, a term which highlights how the lack 
of economic resources to confront climate change comes 
in large part from a history of accumulated inequalities 
and injustices. Indonesia’s empty climate promises and 
commitment to coal today are a reflection of short-sighted 
and pro-capital policymaking at a time when the plane-
tary implications are catastrophic. The following sections 
unpack the details of how the production of such an eco-
logically dangerous substance is being ramped up rather 
than phased out, and the impacts of these decisions on 
the ground. However, we also emphasise the importance 
of a climate reparations frame to historicise this analysis. 
Indeed, a ‘snapshot view of corruption neglects the role 

https://www.climatechangenews.com/2022/11/04/south-africa-pitches-84bn-plan-to-shift-from-coal-to-clean-energy/
https://www.climatechangenews.com/2022/11/04/south-africa-pitches-84bn-plan-to-shift-from-coal-to-clean-energy/
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of colonialism in explaining the strengths and weaknesses 
of the institutional structures that post-colonial societies 
have in place to manage corruption’.17 As Olúfhemi Táíwò 
suggests, 

we should take a historical view of distributive jus-
tice. On a historical view of distributive justice, we 
are still concerned about the problems with cur-
rent distributions of justice on purely consequen-
tial grounds, based on the differences they make in 
the lives of the people here and now. But we also 
understand the nature of the here and now. ‘Here’ 
is a place in a global system, and ‘now’ is a moment 
in an ongoing global transfer that does not pause 
just because we took a picture.18

This perspective reminds us that Indonesia’s current coal 
production model, which extracts wealth at the social and 
ecological expense of the majority of the Indonesian pop-
ulation, is not a recent phenomenon. Though true that the 
large-scale production of coal is a relatively new phenom-
enon in the country — having really taken off in the 1980s 
— important elements of the institutional and extractive 
blueprint that keeps coal flowing out of Indonesia’s 
mountains and across its waters were developed during 
Indonesia’s colonial past. As one report put it:  

Coal is the latest in a series commodities used by the 
Indonesian government to boost macroeconomic 
growth. This is the development model pursued for 
thirty years under the regime of former president 
Suharto and is still continuing today. Timber, oil & 
gas, gold, and now oil palm, migrant workers and 
coal, are exported to generate foreign exchange, 
at the expense of local people who must suffer 
the impacts. This development path - a systematic, 
planned exploitation of Indonesia, island by island 
- is littered with corruption scandals, human rights 
abuses and environmental damage.19

Located on the island of Borneo, Kalimantan is ground 
zero for Indonesia’s coal boom and provides perhaps the 
most illustrative example of the ways colonial development 
models laid the groundwork for the current coal produc-
tion model. The large majority of Indonesia’s coal produc-
tion comes from East and South Kalimantan.20 Despite the 
abundant natural resources in these regions, 'the local 
population does not benefit. The local power system is 
only able to supply 610 villages out of a total number of 
1,410 villages (43.26%). Samarinda the provincial capital, 
with a population of just over half a million, suffers regular 
blackouts’.21 

The colonial development model
Dutch colonial rule in Indonesia lasted three and a half 
centuries. Over this period, the Dutch implemented 
an extractive and export-oriented plantation economy 
geared toward enriching foreign powers. The archipel-
ago was prized for its rich forests as well as its profit-
able production of sugar and spices. The colonial model 
established control over land, resources and labour.23 
Indeed, ‘The extensive extraction of natural resources is 
not a recent phenomenon in the Indonesian archipela-
go. Rather, exploitation activities have shifted between 
different resources due to technological developments 
and the changing demands of international markets.’24 
Large scale extraction of wealth by the Dutch East Indies 
Company (VOC, founded by Dutch colonial merchants 
in 1602) began on the island of Java, but subsequently 
expanded to islands like Borneo/Kalimantan. ‘[T]hese 
regions are perceived to contain large areas of sparsely 
populated land. Furthermore, the appropriation of land in 
these areas was facilitated by the absence of formally rec-
ognized land titles and weak state institutions.’25 In order 
to gain access to these natural resources and a local labor 

force, the Dutch pursued agreements with local rulers. 26 
‘The Dutch colonial government (1799/1816 – 1941), which 
succeeded the VOC, built on these territorial acquisitions 
and initiated a further step in the appropriation of land by 
focusing on law-based control of access rights.’27

When the legal route faltered, ongoing extraction was 
ensured by the use of corruption and violence.28 

One of Indonesia's foremost writers, Pramoedya, 
writes vividly about the historical roots of this prob-
lem in Indonesia's colonial past; its powerful and 
corrupt bureaucracies and shameful inequalities 
tied Indonesia with Europe. Similar powerful and 
unequal connections exist today between Europe 
and Indonesia in the form of multinational business 
interests. These include the giant UK and Australian 
registered multinational mining company Rio Tinto 
[who’s role in coal exploration is discussed fur-
ther below], which has large mining interests in 
Indonesia.29
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An historical Dutch map of Batavia, the previous name for today's Indonesian capital Jakarta. 
(Supplied: Dutch National Archive)22

In sum, the colonial model of development in Indonesia 
focused on extraction of natural resources for export, 
rather than the benefit of local communities. This model 
was implemented through a combination of decentralised 
agreements with local leaders and the centralisation of 

state power through the creation of new legal structures 
and policies to facilitate ongoing access to land, resourc-
es and labour. At every stage, corruption and repression 
bolstered the process to ensure it kept running smoothly.

The coal development model
After independence (1945) and the cessation of hostilities 
with the Dutch (1949), ‘basic patterns of colonial forest 
management were retained as Dutch laws were often lit-
erally translated and the execution of pre-independence 
law continued’.30 Coming to power on the momentum of 
the anti-imperialist independence movement, Indonesia’s 
first president, Sukarno, faced massive challenges uniting 
the many political factions within the country that had 
previously shared a common colonial enemy. Against the 
backdrop of the Cold War, Sukarno was ultimately over-
thrown in a military coup led by General Suharto, who 
radically shifted the course of Indonesian politics back into 
line with Western powers. 

It wasn’t until the Suharto New Order era (1966-1998), that 
the Indonesian government showed an interest in coal. 

This interest was shaped by the same colonial pattern 
of resource extraction that Suharto kept alive during his 
rule.31 Though not central to the colonial development 
model, coal was produced during the Dutch colonial peri-
od and came from mines in Kalimantan and Sumatra to 
be sold to the shipping industry.32 However, after petro-
leum was introduced as a ship propulsion fuel in 1940, 
Indonesia's coal industry entered a three decade period of 
decline. By 1972, coal production had dipped to 200,000 
tonnes per year, just one-tenth of peak production in 
1941.33

Suharto nonetheless saw an opportunity for profit in 
coal and drew on the well-worn extractive colonial export 
model to guide its development. A year after he wrest-
ed political control and power from Sukarno in 1966, 
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he introduced the new 1967 Mining Law. This was the 
beginning of a formative period for the coal industry. With 
encouragement from the government, Shell Mijnbouw, 
affiliated with the Dutch Shell Oil Company, and Rio Tinto 
Zinc (RTZ), now known as Rio Tinto, invested in explor-
ing, extracting, and marketing coal from Sumatra island. 
Though these efforts did not find high quality coal depos-
its, it did lay the groundwork for what would become the 
mode of operation between coal companies and the 
government. 

A 1969 law further developing the Mining Law, estab-
lished the framework for the ‘contract of work’ concept 
that was successfully used for Freeport Indonesia's cop-
per and gold mining project in Papua. This saw foreign 
companies receive direct contracts from the government 
of Indonesia to grow and export their coal businesses. 
In addition, the government issued the Foreign Capital 
Law of 1967, that allowed foreign investors to repatriate 
their earnings while protecting them from expropriation 
without compensation.34 

Like the Dutch, Suharto built the foundations of a legal 
framework to ensure access to land and coal resourc-
es. The refining of this legal framework is an ongoing 
project, and is discussed further below. However, the 
dependence on local labour that was common during 
the colonial period to cultivate cash crops and manage 
forest plantations, was not reproduced in the coal devel-
opment model. “[C]oal mining governance in Indonesia 
today is less oriented towards controlling labor by means 
of directly employing the people living in the respective 
areas for resource extraction. Rather, control over labor 
is established through hiring workers from other parts of 
the archipelago who often move between different mining 
sites. This makes them less likely to participate in protests 
held by the local population.”35 Further control over labour 
and local populations is ensured via intimidation and crim-
inalisation, an issue also discussed below. 

With access to land, resources and labour assured, foreign 
coal companies focused on Kalimantan as the main coal 
investment frontier. With its abundant coal reserves and 

close proximity to direct shipping routes to the rest of 
Asia, it became ground zero for the coal boom that began 
in 1989.36 Before management of mining licenses was cen-
tralised in 2014, either district heads or city mayors were 
responsible for issuing concessions. As Indonesia put itself 
on the map as a global coal producer, concessions for 
mining in Kalimantan proliferated at a rapid rate. ‘These 
arrangements left space for various practices of self-en-
richment amongst local authorities. For example, many 
government officials, parliamentarians, and administrative 
workers are directly involved in the coal mining business 
in one way or another, taking advantage of their political 
positions. Furthermore, widespread practices of bribery 
over mining concessions had been established on various 
political and administrative levels.'37 As an example of the 
dramatic impact this combination of ensuring legal access 
to land and resources for coal extraction, and related the 
corruption used to greasing the wheels, by 2011 mining 
concessions had usurped some three-quarters of the total 
municipal area of East Kalimantan’s capital Samarinda.38

Another consequence of coal development has been the 
growing involvement of the Indonesian elite in the actual 
business of coal production. In other words, the business 
interests extracting and exporting coal are no longer only 
Western merchants. Foreign ownership is now more com-
monly present as partial equity stakeholders on a minority 
basis, with new foreign interests coming from regional 
actors like Tata Power of India or Huadian of China, or 
from international investment banks and funds such as 
Goldman Sachs, Merrill Lynch, Saratoga Investments, and 
Farallon Capital Management.39 Some analysts see this 
trajectory as a model of success, where Indonesia has 
unexpectedly become a global coal champion, taking back 
control over its reserves and using the resulting tax reve-
nues to keep the country afloat. But who are the winners 
and losers in this scenario? A government enabled elite 
in Indonesia may have captured a greater share of the 
profits from coal production, but is this benefitting local 
populations?

Deepening dependence
Indeed, another feature of the current energy landscape 
in Indonesia is the high price of transitioning away from 
coal and towards renewable fuel sources. Here, as Táíwò 
suggests, this predicament is best understood as a snap-
shot of one moment in a long history of debt payments 

steadily carving a channel of funds flowing from South to 
North. International financial institutions like the World 
Bank have a long history of financing development proj-
ects in the name of climate action in Indonesia. However, 
the content and vision of such programmes — like funding 
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for palm oil plantations, REDD+ or marine protected areas 
(COREMAP) — have been roundly criticised for ultimate-
ly favouring investors interests over communities in the 
areas where these projects are being implemented,40 not 
to mention their tendency to rack up more debt. Some 
of these international programmes have even contribut-
ed to the expansion of the coal sector, like financing the 
construction of the 9 & 10 coal power plant in Banten, 
where the credit is granted until 2035, which goes against 
the target of the  ‘30 by 30 Zero Program’.41 Even though 
the JETP proposes to help wean the country off of coal, it 
still only covers a fraction of the total cost while requiring 

Indonesians to add even more weight to the country’s 
debt burden. Critics question if the overall impact of cli-
mate finance is actually as good as it sounds. As Risma 
Umar of Solidaritas Perempuan explains, ‘Large amounts 
of dollars in the name of climate finance pour into a 
county that has not changed in terms of militarisation. 
Can we ensure that this will not affect human rights and 
people’s ability to live their lives? For those who live in 
resource rich areas, we are struggling to guarantee that 
the climate finance processes include a full consultation 
process, including women in these areas.’42

FIGURE 1

Map of retired announced, pre-permitted, permitted  
and in-construction coal fired power plants

Source: https://globalenergymonitor.org/projects/global-coal-plant-tracker/tracker/

Finally, a historical perspective also helps reveal a criti-
cal difference between Europe and South and Southeast 
Asia in terms of coal fired power plant infrastructure. 
The declining use of coal in the Global North is driven by 
the fact that many coal-fired power plants are reaching 
the end of their useful lives.43 In contrast, in Indonesia, 
the average coal power plant is only a dozen years old. 
Seen in this light, the cost of abandoning fully functional 
energy infrastructure in the peak of its productive life is 
far higher than transitioning away from an already aging 
infrastructure. 

All that said, the model of coal development, the avail-
ability of funds for an energy transition and the incen-
tives embedded in the built infrastructure do not make 
the need for a cleaner energy model any less urgent. Nor 
do they absolve current political and business elites in 
Indonesia from the responsibility to contribute to change. 
However, seeing these features in the light of Indonesia’s 
colonial history helps expand our understanding of the 
here and now (to which we now turn) and helps better 
assess the nature of the barriers that must be overcome.
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Energy transition or expansion?
Indonesia has been the target of colonial aspirations for 
centuries, largely because of its abundant natural resourc-
es. ‘In 2019, the country produced 616 million tons of 
coal, 2.8 million standard cubic feet of natural gas and 272 
million barrels of oil.’44 Because of this, the country is a net 
exporter of energy, with coal being the country’s primary 
export (11.2% of total energy export value), followed by 
palm oil (8.76%).45 Proven untapped coal reserves are cal-
culated to be around 149 billion tonnes, with another 37.6 
billion tonnes of potential reserves.46 At the same time, 
new energy sources also show potential. The government 
estimates that Indonesia could become the world’s largest 
geothermal energy source, and there is additional poten-
tial for hydropower, biomass and biogas development. 
‘Projections for renewable energies are estimated at 60.6 
GW for wind energy, 208 GW for solar energy, and 17.9 
GW for ocean and tidal energy.’47

With all of these diverse energy sources, coal has 
remained the focus of energy development. In part, the 
rapid development of coal mining and coal-fired power 
plants appears to be a hurried attempt to improve energy 
security. ‘About 60 million Indonesians are not connected 
to the grid and the government is pushing rapid invest-
ment in coal-fired power stations to fix power shortages 
and to drive strong economic growth.'48 In addition, the 
population is now 270 million people and still growing, 
making the pressure to meet energy needs even greater. 
Another factor driving the expansion of coal fired power, 
critics suggest, is Indonesia’s aim of developing Special 
Economic Zones (SEZs).49 

At the start of the G20 summit in November 2022, that 
resulted in the JETP, the Indonesian government was car-
rying out plans for the construction of 18 SEZs spread 

across Sumatra, Java, Kalimantan, Sulawesi, Maluku and 
Papua islands. Eight of them are intended for the devel-
opment of the mining, palm oil, automotive and electron-
ics industries. Two SEZs are intended for the fisheries 
processing industry, and eight SEZs are planned for the 
tourism industry.50 In 2011, the government of Indonesia 
changed the nature of tax incentives for coal fired power 
plants, offering a reduced tax rate for coal power plants 
operating in SEZs.51 It is in this context, despite promis-
es of a transition to renewable energy, the Indonesian 
government is facilitating a rapid expansion of coal-
based energy. It is too early to tell how much the JETP will 
reshape these plans. However, seen in this light, coal-fired 
power is used as means of building out the infrastruc-
ture for the country’s SEZs as a strategy to attract invest-
ment and strengthen export markets. This familiar model, 
though updated and refined to fit current global market 
patterns, reflects the colonial prioritisation of extractive 
exports over local needs.

Around half of the coal mined in Indonesia is dug out 
of the ground in East Kalimantan. Given the archipelagic 
nature of the country, and increasing dependence on that 
coal for electricity, Indonesia’s waterways have become 
coal highways. One description of the Mahakam River 
flowing through Samarinda (East Kalimantan’s capital) 
captures it well: ‘Barges the size of an Olympic swimming 
pool flow past every few minutes, pulled by tugboats to 
bulk carriers waiting along the coast nearby. Each barge 
carries about 8,000 metric tons of coal, most loaded up 
river from myriad coal terminals that jut out into the river. 
Samarinda is ringed by coal mines and vast coal stockpiles 
that constantly feed the barges via conveyer belts.’52



  The Future of Indonesia’s Energy Sector: Climate Commitments or Committed to Coal?  |  1110  |  The Future of Indonesia’s Energy Sector: Climate Commitments or Committed to Coal?

Through the National Energy Council, the government has 
prepared three scenarios for the use of coal and renew-
able energy: Business as Usual (BaU), sustainable develop-
ment and a low carbon scenario. In the business-as-usual 

scenario, the demand and supply of coal will reach 75 
Mtoe and 300 Mtoe respectively in 2050. Coal use will 
continue to be dominant compared to the demand and 
supply of renewable energy, as shown in Charts 1 and 2. 

Barges with large tonnage loaded with coal and other goods pass by on the Mahakam river, Samarinda City, Indonesia.  
Photo - Herusutimbul53

CHART 1

Business As Usual Scenario Coal and 
Renewable Energy Demand (MTOE)

CHART 2

Business As Usual Scenario Coal and 
Renewable Energy Supply (MTOE)

Source: Collected from Outlook Energi Indonesia 2019
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The government predicts that coal energy demand will 
still be dominant in the sustainable development scheme, 
which will reach more than 60 Mtoe. However, if using the 

sustainable development scheme, the supply of renew-
able energy exceeds coal in 2045 and 2050, which will 
reach 300 Mtoe, as can be seen in charts 3 and 4.

CHART 3

Sustainable Development Scenario Coal 
and Renewable Energy Demand (MTOE) 

CHART 4

Sustainable Development Scenario Coal 
and Renewable Energy Supply (MTOE) 

Source: Collected from Outlook Energi Indonesia 2019

Meanwhile, in the low carbon scenario, the demand for 
coal energy still consistently increases, but there is also a 
significant increase in the demand for renewable energy, 

which reaches 110 Mtoe in 2050—double the demand for 
coal in the same year (Chart 5). The supply of coal energy 
will decrease after 2045 (Chart 6).

CHART 5

Low Carbon Scenario Coal and  
Renewable Energy Demand (MTOE)

CHART 6

Low Carbon Scenario Coal and 
 Renewable Energy Supply (MTOE) 

Source: Collected from Outlook Energi Indonesia 2019

In all three of the scenarios above, demand for coal will 
continue to increase for the next 30 years. Although 
the government predicts the supply of coal energy will 
decrease in the sustainable development and the low car-
bon scenario in 2050, the supply of coal energy in 2050 

will still reach around 200 Mtoe or only be reduced by 90 
Mtoe if using the business-as-usual scenario. Barring a 
dramatic shift, according to all predictions, coal remains 
the primary energy source for Indonesia until the middle 
of the 21st century.
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Impacts on the ground
The coal development strategy pursued by the govern-
ment of Indonesia has serious consequences for coastal 
communities. ‘PT Adaro is one of South Kalimantan’s three 
prominent coal companies. While the company promotes 
its low sulphur coal as “Envirocoal” the impacts on the 
ground tell a different story.’54 Coal mining sites are hubs 
of coal dust and pollution, plus other social and health 
impacts. For example, sex work and high rates of sexual-
ly transmitted diseases are common near mining sites.55 
People living near coal mining sites suffer from coughing, 
shortness of breath and respiratory problems. ‘In 2007, 
West Kutai Public Health Service recorded 19,375 people 
with ISPA [Acute Respiratory Tract Infections]. This was 
an increase from 17,373 in the previous year. Records in 
2008 showed that 2,233 of those with ISPA were babies 
and 5,701 were children.’56 After decades of coal barges 
transporting the black material, rivers are turning black, 
killing fish and damaging mangroves.57

It’s not just the mines that are causing sickness and pol-
lution. In Banten, the province with the most coal-fired 
power plants in Indonesia, (21 units), located on the coast 
and around residential areas, dust also pollutes homes 
and threatens people’s health. Fishers have to go farther 
out to sea and often return with insufficient catches as a 

result of the coastal pollution and obstruction from coal 
loading and unloading activities. Coal pollution has had 
severe impacts on the growth of cultivated seaweed as 
well, thus threatening the fisher livelihoods in this predom-
inantly feminised part of the fisheries sector.  

Land acquisition for new mines in Kalimantan has dis-
placed communities and caused conflict. ‘Two villages, 
Lamida Atas Village and Juai Village, were displaced by 
the expansion of the mine in 2003. The incidence of vio-
lence against residents and environmental activists has 
increased as the company pushes ahead with operations. 
Meanwhile it seems the security forces don't want to take 
any responsibility for this.’58 The range of negative impacts 
of coal are not lost on activists and communities. At the 
inauguration of the most significant projected coal power 
plant in Southeast Asia, in Batang Regency of Central Java 
Province, residents held demonstrations at sea in opposi-
tion to land acquisition.59 And there are many more exam-
ples of disputes over PLTU development projects with 
residents, such as those in PLTU Batang, Central Java,60 
PLTU Celukan Bawang, Bali,61 PLTU Tomilito, Gorontalo,62 
PLTU Indramayu, West Java63 PLTU Nagan Raya, Aceh64 
and PLTU Panau, Central Sulawesi.65 

Policy and financial mechanisms to 
enable coal expansion
In the face of these ecological, social and economic 
impacts, the government has remained committed to coal, 
making policy decisions to enable its continued expansion 
secretly and hastily. In 2015, President Jokowi proposed 
to build a series of coal power plants (referred to as PLTU 
for the acronym in Indonesian) with a total capacity of 
35,000MW by 2019. In 2017, President Jokowi inaugurated 
three coal power station projects worth $5.87 billion and 
reviewed the progress of the construction of a coal ter-
minal with a capacity of 20 million tonnes worth $145 mil-
lion. The government also inaugurated PLTU Jawa 4, with 
a capacity of 2000 megawatts (MW) located in Tubanan 
Village, Jepara Regency, Central Java. 

Despite these significant projects, by 2020 Jokowi’s 
planned development had only reached 24% of the pro-
jected 35,000MW capacity, or 8,400MW.66 Several projects 

experienced obstacles related to land acquisition, relo-
cation, regional spatial planning (RTRW), and contractors' 
ability. To enable access to the land required for these 
developments (20 hectares in the case of the coal termi-
nal, and 77.4 hectares for PLTU Jawa 4 in Central Java, for 
example), the government issued Presidential Regulation 
Number 14 in 2017, guaranteeing businesses government 
support for the development of electricity infrastructure 
by accelerating licensing and access to information about 
investments and fiscal issues, natural resource supply, 
spatial planning, land provision, and solving obstacles and 
other problems.67 

Further enabling coal expansion, the Mineral and Coal 
Mining Law passed secretly in May 2020 cleared the way 
for additional benefits including making it easier for coal 
mining companies to extend the length of mine operating 
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permits. In November 2020, the government passed the 
so-called Omnibus Law via an opaque political process, 
essentially forcing into law a package of 79 laws consisting 
of 1244 articles containing investment simplification, land 

management, and an exclusive economic zone infiltrated 
by mining interests and dirty energy. Political leaders in 
the legislature and executive stand to be among the big-
gest financial beneficiaries.68 

The Omnibus Law
Amid pressure from civil society that prompted a judicial 
review, a year after the 2020 Omnibus Law passed, the 
Constitutional Court ordered the government to suspend 
all strategic and broad-impact policy actions and the issu-
ance of new implementing regulations related to the law. 
Nonetheless, the government has continued implement-
ing the existing regulations.69 Some of the troubling ele-
ments of this law are as follows:

In Article 17A points 1, 2, and 3, the law stipulates a new 
provision that business permits can be granted by the 
central government for the use of the sea related to 
strategic national policies such as infrastructure devel-
opment, regional development, and economic develop-
ment, even when spatial planning or zoning plans have 
not been established.70 Meanwhile, Article 26A states the 
use of small islands and the surrounding waters must get 
a business permit from the central government for foreign 
investment. This essentially bypasses the role of local and 
provincial governments in determining their own zoning 
priorities, giving power to the central government to grant 
permits for mineral and coal businesses regardless of 
whether local authorities agree.

In Law Number 27 of 2007 concerning the management of 
coastal areas and small islands, the zoning plan regulates 
how many permits can be granted to a particular water 
area by taking into account the carrying capacity and envi-
ronment issued by the regional government. The Omnibus 
Law transfers that authority to the central government. In 
fact, local governments generally better understand the 
actual conditions in their area. Thus, the elimination of 
the role of the Regional Government has the potential to 
harm the community and what safeguards exist to pro-
tect marine ecosystems that are the foundation of life for 
coastal communities (IOJI, 2020).

Finally, the aim of weakening civil society organisations 
working on environmental issues is clearly stated in the 
law. Citizen participation in the Environmental Impact 
Analysis (AMDAL) preparation can only be carried out by 
the affected community. This limits participation to only 
those people affected by development on the coast, in 
the case of many of the Coal Power Stations (PLTU), where 
construction has resulted in land grabbing and pollution. 
Solidarity from outside groups has historically been an 
important part of resistance efforts to such developments, 
which the Omnibus Law effectively undermines.

The Mineral and Coal Law
Law Number 3 of 2020 concerning minerals and coal, 
passed in the height of the COVID-19 crisis, also under-
mines resistance efforts and further damages the environ-
ment. Article 162 is the central tool contained in this law 
which helps mining corporations silence the voices of the 
affected communities. It states that anyone hindering or 
interfering with the mining business activities of the mining 
permit holder can be punished with a maximum impris-
onment of one year or a maximum fine IDR100 million 
($6,372 in 2022). Through Article 169A, the government 
provides unlimited opportunities for mining companies to 
be granted license extensions twice every 10 years with-
out going through an auction and evaluation process. 
It can perpetuate mining companies' activities proven 
to have polluted the environment and harm residents 

around the mine area. In February 2021, for instance, a 
coal embankment owned by PT Kayan Putra Utama Coal 
(KPUC) collapsed and polluted the Malinau River in North 
Kalimantan. The river water turned brown and dead fish 
appeared floating on the surface of the water. The con-
tamination of the watershed impacted up to 14 villages. 
Even drinking water companies taking water from the 
Malinau River as the primary raw material stopped the 
production process for two days.71

Even though it polluted the environment and harmed 
residents, the Malinau Regency Government only issued 
sanctions in the form of a company request to repair 
the embankment, stockpile soil, replace dead fish, and 
establish an early management system handling broken 
embankments, and periodically inspect levees. These 
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sanctions reveal the government’s inability to punish or 
stop mining companies that have polluted the environ-
ment and harmed residents.72

Article 47, point ‘G’ states if coal mining is integrated with 
development and utilisation activities, it will obtain a permit 
for 30 years and is guaranteed an extension for 10 years 
each time it is requested. This last provision provides an 
extraordinary opportunity for companies if they operate 
mining activities and manage post-production processes 
in which, in return, they are able to continuously apply for 
an extension of 10 years at any time. As explained above, 
coal mining not only causes severe impacts around mining 
pits, but loading activities also carried out both on the 
coast and in the middle of the sea leaves polluted waters 
leading to unavoidable impacts on fishers, such as dam-
age to fishing gear due to waste occurring in Balikpapan 
Bay, East Kalimantan,73 in Tarakan, North Kalimantan,74 
and around the waters where the Batang PLTU was built.75

In sum, the spirit of the Mineral and Coal Law is well 
aligned with the Omnibus Law and vice versa. Both dam-
age the environment and marginalise vulnerable com-
munities. The Omnibus Law offers regulatory support 

for the exploitation of coal, dirty energy, as the prima-
ry source of electricity generation in Indonesia. This law 
slows development of renewable energy, despite global 
commitments. It opens the door again to more foreign 
investment in the mineral and coal mining sector and 
reduces the authority of local governments in the per-
mitting process. The Omnibus Law also excludes everyone 
except the communities directly impacted by coal pro-
duction from participating in the environmental impact 
assessment process, thus weakening potential resistance 
efforts. Meanwhile, the Mineral and Coal Law ensures a 
steady stream of permits for coal companies, regardless 
of the social or ecological destruction that they cause. In 
addition, the government issued a Presidential Regulation 
on National Strategic Projects in 2020 to encourage coal 
gasification as a strategic project. The prospect of coal gas-
ification essentially expands the potential uses for coal in 
the country. Denominating this process ‘strategic’ means 
this project will get strong policy support and facilitation 
from the state, further deepening the country’s depen-
dence on coal.

Funding
Recently, the Clean Indonesia Coalition of 42 civil society 
organisations found PT Adaro Energy, run by Garibaldi 
Thohir, secured a loan of $400 million from state-owned 
banks. PT. Adaro Energy Tbk. is the second-largest coal 
company in Indonesia and the largest coal company by 
market capitalisation. The company started its commer-
cial operations in Indonesia in 1992. It controls (or has 
options on) coal resources of approximately 12.8 billion 
tonnes, including coal reserves of 1.1 billion tonnes where 
it operates mines in South Sumatra, South Kalimantan (the 
main mine site), East Kalimantan and Central Kalimantan. 
Adaro's largest export destinations in Asia include Japan, 
Korea, China, India, Hong Kong and Malaysia. Since the 
disruption of energy supply in Europe from the Russia-
Ukraine war, Adaro has received requests and shipped 
300,000 tonnes of coal to the Netherlands and Spain. 
Burning all those coal reserves would produce emissions 
of 2.2 GtCO2-e or nearly 1.5 times the total emissions 
produced by Indonesia in 2018. The Minister of State 
Owned Enterprises (BUMN), Erick Thohir, is the younger 
brother of the company's CEO. There are indications of an 
intense conflict of interest behind several BUMN ministry 
decisions related to banks operating in the coal industry.76 

Adaro's CEO, Boy Thohir, also has a business relationship 
with President Jokowi regarding the progress of the coal 
power plant construction in the SEZ, Batang, in Central 
Java. A few months after President Jokowi was sworn in in 
2014, Thohir was invited to the Presidential Palace, where 
he voiced his concerns about the issue of land acquisition 
for the power plant project. After the meeting, he became 
a regular guest at the palace, either alone or accompa-
nied by officials from his Japanese partners, the Electric 
Power Development Co. and Itochu Corporation. The 
land acquisition was completed in 2015.77 The Indonesian 
government allocated funding from 2011 to 2013 to the 
State Electricity Company to build 166 electrical power 
plants (mostly coal-fired). Meanwhile, from 2013 to 2015, 
further financing was allocated for another 13 electric-
ity projects. However, the government currently finds 
itself unable to finance the 35,000MW project that Jokowi 
envisioned. Through the State Electricity Company, the 
government financed its investment with a debt that had 
reached RP500 trillion ($32 million) in 2019, for which the 
company owes RP100 trillion ($6.4 million) annually.78 
Amid increasing debt and increasing poverty rates, the 
Minister of State-Owned Enterprises Erick Thohir, insists 
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that the 35,000MW project will continue.79 Some of this 
is achieved with financing from foreign banks. The con-
struction of PLTU Jawa 4, for example, costs $4.2 billion 
and is funded through a loan from the Japan Bank for 
International Cooperation (JBIC) and a syndicate of seven 
commercial banks (Mizuho Bank, Ltd., Sumitomo Mitsui 
Banking Corporation, The Bank of Tokyo-Mitsubishi UFJ 
Ltd., Sumitomo Trust Bank Limited, Mitsubishi UFJ Trust 
and Banking Corporation, The Norichukin Bank, and 
Singapore's Overseas-Chinese Banking Corporation 
Limited guaranteed by NEXI Overseas Investment 
Insurance).80 Nonetheless, in June 2021, the COVID-19 
pandemic forced the government to renegotiate the 
35,000MW project, discontinuing 54 of the planned coal 
power plants.81 

Meanwhile, Indonesia possesses a significant potential for 
renewable energy sources. However, very little has been 
realised.82 Approximately 2GW of renewable (non-hydro) 
capacity was added from 2005 to 2019. In 2018, the 
Indonesian government built two onshore wind power 
plants in Tolo and Sidrap, South Sulawesi, with 72MW 
and 75MW of production capacity, respectively. Likewise, 

solar power plants with a capacity of 7MW in Lombok and 
Sulawesi started operating in 2018.83 The IEA noted that 
the level of investment in renewable energy achieved over 
the past few years was far below the investment required 
to achieve the Paris Agreement targets, thus the JETP may 
signify an important step in the right direction. Indeed, 
Indonesia has calculated that external climate finance will 
be needed to effectively meet climate commitments. But 
the regulatory framework for renewable energy invest-
ment is not facilitating the process.84 As this short article 
has illustrated, the country’s commitments to coal run 
deep. Indonesia limits the employment of expatriates 
to key management positions and a minimum capital 
requirement of $700,000 or 200 times higher than that 
required by domestic capital. Here the limits on foreign 
capital suggest an effort to maintain domestic control over 
renewable energy developments. While seen with histor-
ical perspective, one can understand why limiting foreign 
investment would resonate with an interest in breaking 
colonial patterns of development. In practice, though, this 
has also meant that fewer projects are taking place.85 

Conclusion
Indonesia remains dependent on coal-fired power plants, 
for about half of its energy production capacity (36,976MW 
of 73,736MW). Despite being a coal producing country, 
Indonesia actually experienced a domestic coal energy 
crisis in early 2021. Instead of committing to stop coal 
exports as a global commitment to climate change, the 
government suspended coal exports for just one month, 
in January 2022, to fulfill its domestic needs. That did not 
last long, however. Strong pressure from coal mining com-
panies led the government to gradually open coal exports 
in the second week of the coal export ban. The situation 
illustrates that even ignoring the ecological consequences, 
coal cannot guarantee the country’s energy needs.

It is clear that a certain degree of political will to phase out 
coal is essential. We have tried to provide a critical assess-
ment of how the government of Indonesia has enabled 
the expansion of coal production. We see a continued 
commitment to an extractive, export-oriented model of 
development that shows little concern for much of the 

population or the environment. However, we also illus-
trate how the model of colonial development has deeply 
shaped patterns of resource extraction as well as current 
policymaking tendencies. Whatever the natural resource, 
a legal framework for ensuring access to land, resourc-
es and labour, bolstered by corruption and violence or 
intimidation has continued to permeate and enable the 
development of coal in Indonesia up until today. 

Indonesia faces very real material costs and limitations in 
transitioning away from fossil fuels. Jokowi’s comments 
demanding funding from Northern countries for this tran-
sition might be interpreted by some as deflection, but he 
also raises important questions about how a transition is 
going to be financed, whether it will be a just transition 
and who is responsible for footing the bill? Are loans an 
appropriate solution? Given the depth of colonial condi-
tioning that has shaped natural resource extraction in 
Indonesia, other kinds of reparations may be necessary 
to remedy historic injustices.
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