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Summary of the BWG Activities 
(April 2016 – July 2017)

Since its launch in April 2016, the Indonesia Business 
Working Group (BWG)1 – recognized and endorsed by 
the Indonesian government – has served as an enabling 
platform to create the right conditions attracting greater 
private-sector participation in the country’s infrastructure 
programme. 

To achieve this goal, the World Economic Forum convened 
a national multistakeholder working group composed of 
senior executives from several industry sectors, multilateral 
development banks and independent advisers. 

Over the past 15 months, members of the BWG worked 
together to identify actionable solutions to facilitate 
infrastructure financing and development in Indonesia. The 
BWG benchmarked Indonesia’s public-private partnership 
(PPP) programme and highlighted the primary sources 
of political and regulatory risk in the country. Concrete 
deliverables were identified, and implementation leads 
named from among the BWG members.   

1  Part of the World Economic Forum’s National Infrastructure Initiative (NIA) 

In a second phase, after catalyzing improvements at a 
systemic level, the BWG focused exclusively on two pilot 
projects for acceleration. This in-depth project assessment, 
executed in close collaboration with the Ministry of 
National Development Planning (Bappenas), highlighted 
the specific issues that are slowing down project delivery 
and demonstrated the validity and utility of the BWG 
recommendations formulated over the past year. It also 
served as an excellent capacity-building exercise by 
providing much needed project-specific experience to all 
parties involved. 

Through its innovative model, the BWG has achieved 
tangible progress by enhancing understanding and 
facilitating consensus on a set of issues that need explicit 
public and private commitment for their resolution. With the 
successes of the Indonesia BWG in mind, this collaborative 
acceleration approach has proven effective and should 
continue to be implemented in Indonesia, and replicated 
abroad.
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Project 1:
Education Infrastructure: 
Teaching Hospital
Project information material  
Outline Business Case (OBC) document (Bahasa only)

The BWG welcomes this project as likely the first PPP 
in healthcare in Indonesia. As this case is likely to set an 
example of a social infrastructure PPP in the country, 
it is considered important to define the scope, funding 
mechanism and contract properly. This includes: 

 – Optimal construction requirements: The 
construction of the Teaching Hospital in Sam 
Ratulangi University was stopped in 2009 after 30% 
of completion due to lack of financing. The current 
project plans to build on the previous eight-year-old 
construction, which raises some questions about the 
condition of the existing construction and related risk. 
The BWG cognizant of the current project’s potential 
attractiveness to investors. However, several factors 
need to be re-evaluated, including an independent 
technical assessment completed with a cost/benefit 
analysis to re-examine whether or not the existing 
structure needs to be demolished. The. The BWG 
understands the government’s constraints in terms of 
physically reporting the initial public spending into this 
new project. Nevertheless, other factors, such as the 
availability of new standards and technologies etc., 
may favour the “demolish and rebuild” option.

 – Well defined project scope: Project scope should 
include consideration of clear separation between 
medical and educational activities. In addition, the 
scope should allow some future adjustments due to 
quick technological advancement. For example, as 
the result technological developments in maternity 
healthcare services, the size of maternity wards 
in hospitals has greatly decreased in the last few 
decades due to the drop in time spent by patients 
in maternity ward facilities. In this case, a good PPP 
agreement should allow the flexibility to repurpose the 
space in the maternity ward. 

Pilot Projects for Acceleration – 
Final Recommendations 

 – Service standard and monitoring mechanism: 
Measurement of the quality of service is the most 
important metric that government needs to specify for 
PPP to be successful. For example, how to measure 
whether the hospital rooms are well lit, how to measure 
that the beds are in good condition, etc., and these 
measurements need to be quantifiable.

 – Medical facilities expertise and property transaction 
experience: The teaching hospital will be operated 
by the Sam Ratulangi University, which will require 
specific skills and expertise.  The faculty should 
consider the possibility of hiring external contactors 
and work closely with other teaching hospitals to share 
best practices and standards (i.e. the University of 
Indonesia, Jakarta). 

The revenue profile and size of the project indicate that 
there should be enough liquidity from the domestic market 
to invest in the project. Local investors could potentially 
include some international support to the process. 
However, the sector is not yet open enough to allow 
exclusively foreign funding. 

http://www3.weforum.org/docs/IP/2017/IU/Information%20Memorandum_Hospital.pdf
https://drive.google.com/file/d/0B8rN7zblW8dlRFEyUmFUZDhGMms/view
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1. Financing  

Proposed capital 
structure

IDR 387,24 billion = $29 million 
Equity 30% and debt 70%

Investors Equity raised: 15% 
There are no constraints for foreign investors for investments in the health/hospital sector.

2. Project Overview

Stage of  
development

30 % Completed (project stopped in 2009)
Condition of the building and technical equipment: 
The hospital building was audited in November 2016 by the Financial and Development Supervisory 
Agency and Public Works. Several tests were conducted, including:
a) Hammer test: to test the strength of concrete at iron, column and beam
 b) Theodolit test to measure the tilt/alignment/flatness of the land, to gage the pole alignment.

Result: Feasible audit results of Public Works office; North Sulawesi Province shows that 
the building is fit to be technically continued (Professor Ir Sangkertadi, DEA. Warek IV Sam 
Ratulangi University).

Concession  
period and  
contract 

20 Years, Design-Build-Finance-Maintain (DBFM) scheme
The contract includes the provision of medical equipment and furniture (beds, etc.)
A draft version of the contact will be provided in the Final Business Case (FBC). 
Hospital to be operated by: Faculty of Medicine, with possibility to hire external contactors

Implementation 
schedule 

Upcoming milestones:
Development of the Final Business Case (FBC)

Stakeholders Public stakeholders: Ministry of Research, Technology and Higher Education (owner/operator of 
the project plus Government Contracting Agency), Bappenas, Ministry of Finance, Sam Ratulangi 
University, Indonesia Infrastructure Guarantee Fund (IIGF), Investment Coordinating Board, 
Preliminary Unaudited Central Government Financial Report, Coordinating Ministry of Economy

Appointed adviser – PT Sarana Multi Infrastruktur (SMI)

Land status Land is currently owned by Sam Ratulangi University, therefore no land-related obstacles are 
expected during project execution. 

Environmental 
study 

Environmental Impact Analysis (AMDAL) study to be completed 

3. Analysis of Commercial Viability 

Revenue stream 
and financial 
analysis  

Off-taker(s): General patients and JKN (social security) patients

Compensation structure: availability payment. 

Revenues from activities allocated to the operator (Sam Ratulangi University) 
Revenue details provided in the Outline Business Case (OBC). 

Government 
guarantees

In case of default, the Ministry of Research, Technology and Higher Education guarantees the 
payment of availability payment on behalf of Faculty; additional guarantee of availability payments by 
the Indonesia Infrastructure Guarantee Fund (IIGF)

Viability gap funding: No 

Additional government support/subsidy: 
- Operational support of IDR 25 billion for three years 
- 40% from total human capital cost (human capital cost usually represents 70% from total 

operational cost)
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Project 2: 
Urban Transport: City of 
Medan 
 
Project information material  
Outline Business Case (OBC) document (Bahasa only)

Urban transport projects are usually considered attractive 
by investors therefore there is expected to be an appetite 
for this type of investment. However, the City of Medan 
project is not perceived as a PPP in the usual way as it 
is not a single-asset type project. The project is likely to 
attract large companies with strong balance sheets that 
are willing to commit to 25-35 years in Medan, provided 
that some adjustments are made. Namely, the BWG 
recommends to: 

 – Reconsider the project scope:  
The combined “BRT + LRT + TOD2” structure is 
considered as unusual, and the broader project scope 
transfers more risk to the private sector, with too many 
risk dependencies (in case of early termination, the rest 
of the project including the TODs, will also be affected, 
etc.). Project scoping and alignment also need to be 
specified. Namely, there is a need to provide more 
clarity of the relationship between the BRT and LRT 
system as it involves two types of transport modes 
and interchange. The BRT seems to be serving more 
densely populated areas with higher traffic potential, 
while the lower-left portion of the LRT is serving 
sparsely populated areas. Traffic and alignments may 
need to be re-examined and a holistic analysis should 
be made of which alignment should be served by 
which technology (BRT, LRT or other modes). 
 
Additionally, the City of Medan is currently 
consolidating existing BRT systems into one-
management BRT.  The integration of existing BRT 
companies is perceived as an additional risk.  
 
From a foreign investor/banks perspective, greenfield 
projects with volume risk (such as transport) are 
considered risky and are usually avoided. However, the 
project seems ideal for a large local property developer 
and the project should be integrated as part of a 
broader property development masterplan. 

 – Alternative structure proposal: Alternatively, the 
government could only procure the transport 
system through availability payment and control the 
performance of this project. Separately, the TOD 
development would open to additional investors. 

 – Ensure diligent selection criteria: With the current 
project structure, the termination of one part of the 
project part will automatically jeopardize the rest of the 
project. Therefore, it seems difficult for the government 
to trigger the termination of the project even if the 
required standards are not met. With too many moving 
parts, the selection criteria of the private sector partner 
need to be very advanced. The case of Singapore 
provides a good best practice example as the 
country is driving its infrastructure development with 
tight controls from the government on performance 
standards, in addition to an integrated masterplan.

 – Review and solidify revenue estimation: Traffic 
estimation is considered the most important 
information in assessing a transport project. The traffic 
data provided leaves a lot of questions about the 
validity of the assumptions and information.  
 
As an illustration, the traffic estimation is not supported 
with assumptions such as fare/ticket price, future 
transport policies as well as future land-use plan. 
Higher tariff than other transport modes can reduce 
traffic. A revision of transport policies is necessary 
to address other transport options such as angkot 
(minibus), motorcycles, etc. The LRT alignment will 
pass through low-rise residential areas with less 
demand potential, thus, it is important to know the 
city’s plan to develop the area (land-use plan). 
 
Additionally, the traffic estimation for the BRT seems 
highly optimistic compared to the mature, existing BRT 
network in Jakarta, i.e. Transjakarta. Therefore, a new 
traffic, alignment, and technology selection study is 
needed. 
 
Transjakarta with a more than 200km network, could 
only achieve 450,000 passengers/day on average 
(2016) out of ~10 millions of Jakarta residents and 
~28 million of Jabodetabek residents after 12 years 
of operation, while the BRT project’s traffic estimated 
is around ~300,000 to 700,000 passengers/day 
out of only around 2.5 million of Medan’s residents 
in its first year of operation. In the other hand, the 
traffic estimation for the LRT is projected to increase 
indefinitely over time, which is unlikely, considering that 
the system will have a maximum capacity. There is a 
need to develop a tariff system that compliments both 
types of travel and existing alternative.

 – Detail the financial structure: Current information 
provided is not sufficient to get the sense of the 
feasibility of the project. The government support in 
terms of land for TOD is without clear explanation 
about location, size, and land-use purpose. Clear 
information is required to assess whether the support 
would provide enough revenue potentials to make the 
project profitable.

2  Transport-oriented development (TOD)

http://www3.weforum.org/docs/IP/2017/IU/Information%20Memorandum_Transport_Medan.pdf
https://drive.google.com/file/d/0B8rN7zblW8dlY0VpVDNBU2xMY1k/view?usp=drive_web
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Additionally, the total project value seems too low. Elevated LRT can cost ~$25 million/km and thus, the LRT portion 
alone should cost more than the IDR 6.4 trillion provided. Even with the underestimated cost, the estimated financial 
ratios for the project seem to be less attractive, with low IRR (i.e. equity IRR of 12.7% and project IRR of 14.7%) and a 
long payback period (16.47 years).

 – Readjust project timeline: The estimated timeline for project implementation of only four years (2016-2019) for both 
LRT and BRT is impossible to achieve given current progress.

 – Clarify the land-clearing process, which could potentially delay the development.

1. Financing  

Proposed capital 
structure

IDR 6.4 trillion = $480 million 

Equity 30% and debt 70%

Investors Equity raised 15%

2. Project Overview

Concession 
period 

35 years, Build Operate Transfer (BOT) scheme 

Implementation 
schedule 

Upcoming milestones:
Development of the FBC

Stakeholders Public stakeholders: Medan City, Bappenas, Ministry of Finance, Ministry of Research, Technology 
and Higher Education, Indonesia Infrastructure Guarantee Fund (IIGF), Investment Coordinating 
Board, Preliminary Unaudited Central Government Financial Report, Coordinating Ministry of 
Economy

Appointed adviser: SMI 

Land status Most of the land has been acquired by the government, including the depot location.  

Government support/subsidy: Land for transport-oriented development (TOD) in the city centre 
+ additional areas. Situated near the stations, intended for commercial development, properties, 
malls, etc.  

Land procurement and alternative routes:
Based on Article 11 of Law no. 2/2012, the government has the authority to carry out land 
procurement for public interest. The land from the procurement will then be owned by the 
government or local government. Regarding alternative routes, Presidential Regulation 71 Year 
2012 and its amendment states that the compensation or damages can be in the form of:
a. Money
b. Replacement land
c. Resettlement
d. Shareholding
e. Other form agreed by both parties

Environmental 
study and 
permits

 – AMDAL document and an environmental permit are currently being prepared 
 – Traffic Study (ANDALALIN) will be required as activities in the area around the depot and the 

stations will have an impact on traffic.
 – LARAP, or plan land acquisition and resettlement, will be required in case the development 

activities of the LRT Line and its facilities will pass through residential areas
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3. Analysis of Commercial Viability 

Revenue stream and 
financial analysis  

Off-taker(s): Public transport users 
Tariff to end-users will be fixed, including an increase every two years, calculated by a 
formula similar to the one used for tool roads. Tariff increase is subject to city council vote, 
but guaranteed by IIGF.

An interview survey and analysis has been conducted in preparation of OBC LRT Medan. 
Result of the survey: 

 – 189 respondents (83.3%) said they would use the LRT
 – 38 respondents (16.7%) said they would not use the LRT

Revenue: Ticket price (expected to cover the cost of operation but not the investment cost) 
+ TOD revenue

Currency of revenue stream: Local currency, IDR

Viability gap funding: 9% (indication, tbc)

Details of LRT revenue (period of five years) 

Government 
guarantees and 
incentives 

 – City of Medan provides the land for transport-oriented development (TOD)
 – Government support around 9% from city of Medan, MOF, MOT

Guarantees: 
 – Tariffs risk and adjustments: covers risk in delaying or not applying tariff’s adjustment 

in accordance with the inflation rate adjustment every two years
 – TODs: TOD land ownership risk and right of use 
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With a focus on unlocking the pilot projects delivery, the 
BWG completed an assessment of the projects’ main 
roadblocks. Guiding the projects’ redesign and scope 
adjustments, the group also provided clarity on a common 
project language and highlighted some success elements. 
As an outcome of the discussions, the BWG formulated 
a set of actionable recommendations to the Ministry of 
National Development Planning (Bappenas). 

The BWG aims to have its remarks and recommendations 
reflected in the projects’ Final Business Case (currently 
being prepared by the MOF). The BWG is confident that 
if these adjustments are effectively taken into account 
and implemented, both pilot projects have a good 
chance of reaching a rapid financial close. In this regard, 
the Indonesia BWG’s 15-month mandate has been 
successfully accomplished and concrete outcomes have 
been delivered, ultimately contributing to increased project 
financing and delivery in Indonesia. 

Consequently, BWG physical gatherings every three 
months are no longer necessary. However, considering the 
strong engagement and diversity of the BWG community, 
the World Economic Forum is willing to continue 
strategic dialogue between select representatives of the 

private sector, the heads of regulatory agencies and the 
Indonesian government and mobilize the group in the 
future for different ad hoc activities and discussions (such 
as the implications of the asset recycling model, capital 
markets and long-term finance in the region, etc.). The 
World Economic Forum will help facilitate this discussion 
by leveraging its multistakeholder platform, including at the 
Annual Meeting 2018 in Davos-Klosters, Switzerland. 

Additionally, work that has been done on the two specific 
pilot projects will be handed over to the Sustainable 
Development Investment Partnership (SDIP) initiative. 
SDIP brings together public and private entities on a 
collaborative multi-stakeholder and action oriented platform 
to identify and fund infrastructure projects by scaling 
blended finance. Through its Project Investment Review 
Group (PRG), members collaborate on project transactions 
by sharing expertise and experience and asses live 
investment opportunities with the goal of designing a 
commercially viable financing structure and attracting 
blended finance. As a next step, the PRG committee will 
review the two pilot projects with the aim of leveraging the 
SDIP community to mobilize its financing.
 

Conclusion and Transition of the BWG to 
the Sustainable Development Investment 
Partnership (SDIP) Initiative 
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BWG Community 
Aziz Haydarov, Infrastructure Economist, Asian Development Bank (ADB)       
Rabin Hattari, Public Sector Economist, Asian Development Bank (ADB)  
Michaela Grimm, Senior Economist, Allianz SE        
Jess Sidhu, Office Leader, Arup Indonesia       
Marie Lam-Frendo, Associate Director, Atkins Acuity        
Dominic Harvey, Chief Executive Officer, Atkins Acuity        
Vera Kobalia, Adviser - International Business, Australia Indonesia Partnership for Economic Governance (AIPEG)
Yusuf Sujono, Infrastructure Policy Adviser, Australia Indonesia Partnership for Economic Governance (AIPEG)  
Mohammad Taufiq Rinaldi, BWG Project Manager, Ministry of National Development Planning of Indonesia 
(Bappenas)
Rainier Haryanto, Program Director, Committee for Acceleration of Priority Infrastructure Delivery (KPPIP)  
Donald P. Kanak, Chairman, Eastspring Investments        
Alan Darmawan , Chief Executive Officer Indonesia, Eastspring Investments     
Johan De Saeger, Chief Representative, ENGIE Energy Indonesia        
Chin Hau Boon, Senior Vice President, Infrastructure, GIC Private Limited       
David Allen, Senior Manager, Global Infrastructure Hub        
Erwandi Hendarta, Senior Partner, Head of Finance & Projects Practice Group, Hadiputranto, Hadinoto & Partners 
James Cameron, Co-Head of Infrastructure and Real Estate Group, HSBC 
Gregoire Bouzereau, Director, Infrastructure and Real Estate Group, HSBC     
 Ari Soerono, Chief Financial Officer, Indonesia Infrastructure Finance (IIF)        
Hilda Savitri, Chief Investment Officer, Indonesia Infrastructure Finance (IIF)      
Sinthya Roesly, President Director, Indonesia Infrastructure Guarantee Fund (IIGF)
Ari Firmandi, Senior Vice-President, Indonesia Infrastructure Guarantee Fund (IIGF)
Indra Nasution, Principal, Islamic Corporation for the Development of the Private Sector (ICD) 
Adhi Dipo, Infrastructure Specialist, Islamic Development Bank (IDB)        
Lutfey Siddiqi, Visiting Professor-in-Practice, London School of Economics      
Mesra Eza, Senior Vice President; Head, Infrastructure Global Project Finance, Mizuho Financial Group  
Naohiro Hata, Manager - Sales Business Development, NEC Corporation      
Nurcahya Sony Suryo, Sales Business Development, General Manager, NEC Corporation  
Alex Cramb, Lead, Australia, Project Management Institute (PMI)       
Jordon Sims, Managing Director, Project Management Institute (PMI)  
Sigit Wiryadi, President Director, PT Aberdeen Asset Management        
Edy Tuhirman, Chief Executive Officer, PT Asuransi Jiwa Generali        
Albertus Alex Hermanto, Director, Group Corporate Finance, PT Gunung Sewu Kencana  
John Oehmke, Finance Director, PT Prudential Life Assurance       
John G. Phipps, Senior Director and Head of Asia Pacific and Latin America, S&P Global    
Nick Nash, Group President, Sea Group        
Josef Winter, Chief Executive Officer and President Director, Siemens Indonesia     
Edwin Utama, Partner and Managing Director, The Boston Consulting Group      
Steve Dean, Head; Account Management, Regionals, Thomson Reuters      
Raj Kannan, Managing Director, Tusk Advisory        
Shuhaela (Ela) Zen, Director, Tusk Advisory        
Evelina Fadil Pietruschka, Chairperson, WanaArtha Life 
Rezananta F. Pietruschka, Senior Vice-President, WanaArtha Life  
Simon McCrum , President Director, Willis Towers Watson       
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Special Guests 
Wismana Adi Suryabrata
Director for State Budget and Monetary Analysis,
Ministry of National Development Planning of Indonesia (Bappenas) 

Pungky Sumedi
Senior Adviser to the Minister of National Development Planning
Ministry of National Development Planning of Indonesia (Bappenas)

Chair of the National Infrastructure Initiative (NIA)

Douglas L. Peterson
Chief Executive Officer 
S&P Global

Contact details 
Andre Belelieu
Head of Infrastructure Investors Initiative
World Economic Forum
andre.belelieu@weforum.org

Katerina Labrousse
Project Lead
World Economic Forum
katerina.labrousse@weforum.org
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