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EXECUTIVE SUMMARY

• This article evaluates the economic policies of the two Indonesian 
Presidential candidates, Prabowo Subianto and Joko Widodo, based 
on the platforms that they have submitted to the general elections                   
commission.

• The evaluation focuses on four main economic sectors, namely, agricul-
ture, energy, industry and labour, as they are seen as the keys to how 
Indonesia will be able to deal with major challenges in income inequality, 
job creation, and industrial competitiveness. 

• Prabowo emphasizes the importance of high economic growth for his 
economic platform, while Jokowi focuses on education and food security.

 
• The key to success in implementing any model will depend on the re-

spective candidate’s ability to improve administrative capacity, to ensure    
availability of resources, to minimize rent-seeking, to promote transpar-
ency and accountability, to conserve the environment and to encourage 
local government participation. 
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INTRODUCTION 

The two sides competing in the Indonesian Presidential election to be held on 9 
July—Prabowo Subianto and his Vice Presidential candidate Hatta Rajasa against 
Joko Widodo (Jokowi) and his running mate Jusuf Kalla—have both submitted their 
coalition’s platforms to the General Elections Commission (KPU).1 

Whoever becomes president will face the same challenges that outgoing 
President Susilo Bambang Yudhoyono’s (SBY) has been trying to address through 
his economic policies. These challenges are reflected in the targets set by the 2014 
state budget, which are: (i) to reduce poverty to 9.0-10.5% (currently 11.47%); (ii) 
to create new jobs (1% economic growth can generate 200,000 new jobs);2 (iii) to 
decrease unemployment to 5.7-5.9% (currently 6.25%); and (iv) to decrease income 
inequality (the Gini coefficient is currently 0.413). 

Prabowo’s economic strategy is to expand fiscal spending and invest in a range 
of new development projects with the goal of increasing economic growth to around 
7-10% in the first presidential term (2014-2019). At the same time, he aims to re-
duce the Gini ratio to about 0.31. On the other hand, Jokowi proposes to reduce 
Indonesia’s poverty rate to about 5-6% by 2019 by providing free education and 
skills improvement for the poor.3 

This article evaluates Prabowo’s and Jokowi’s proposals in four economic sec-
tors, namely agriculture, energy, industry and labour, which are important for achiev-
ing food security, energy security, and enhancing national competitiveness.

GIVING PROMISES 

Prabowo proposes a number of new public spending initiatives in his economic    
platform and plans to increase the public spending-to-GDP-ratio to 19% of GDP by 
2019. (The ratio of government spending to GDP during the SBY administration was 
about 9%.4) This means that government spending will increase dramatically under 
Prabowo’s administration, as indicated by his specific proposals. For instance, he 
plans to increase public investment in basic infrastructure by 1,400 trillion Rupiah 

1 Prabowo’s platform seems to be more straightforward while Jokowi’s platform has more elaborative statements. 
Less than a week later, Jokowi’s campaign team revised the platform from 41 pages to 12 pages (Jokowi-JK 
Padatkan Visi Misi Jadi 12 Halaman [Jokowi-JK Compressed Platform to 12 pages], http://nasional.kompas.com/
read/2014/05/24/1941484/Jokowi-JK.Padatkan.Visi.Misi.Jadi.12.Halaman, accessed 25 May 2014).
2 Between February and August 2013, unemployment increased by 220 thousand people (http://www.bps.go.id/
brs_file/naker_06nov13.pdf, accessed 26 March 2014).
3 This emphasises equity as an instrument for sustained economic growth and social as well as political stability 
(http://www.equityforchildren.org/wp-content/uploads/2013/07/FinalPaper-EquityandSocialJustice-AnIntroduc-
tion-1.pdf; and http://www.eastwestcenter.org/sites/default/files/private/api101.pdf, accessed 10 June 2014).
4 Calculating from Pertumbuhan Ekonomi Indonesia 2013 [Indonesia Economic Growth] (http://www.bps.go.id/
brs_file/pdb_05feb14.pdf, accessed 9 June 2014).
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(US$98 billion) between 2015 and 2019. His proposal would allocate funds to all 
public elementary and secondary schools as well as Islamic schools (pesantrens or 
madrasahs) in Indonesia, amounting to 150 million Rupiah (US$ 12,900) per school. 
In addition, Prabowo is proposing a new rural development initiative, in which each 
Indonesian village will receive a direct grant from the national government worth 1 
billion Rupiah (US$ 86,000) to finance village infrastructure projects.

Prabowo’s campaign is reliant on increases in public spending and the expan-
sion of state owned enterprises (SOEs), both as direct contractors for the projects 
and through joint partnerships with the private sector through public-private partner-
ship arrangements. He plans to increase the role of SOEs in development projects, 
despite how Indonesian state enterprises have had a long history of financial inef-
ficiencies, lower levels of profitability, and are frequently misused as “cash cows” by 
corrupt government officials.5 

In turn, the Jokowi platform does not mention macro-economic targets, but              
instead outlines detailed and specific targets at the micro level in sectors such as 
agriculture, energy, transportation, health, education, and services. Jokowi’s policies 
aim to make an impact through using the central government’s regulatory powers 
instead of through direct state expenditures. For instance, he intends to pass sev-
en new laws and revise three laws related to labour and manpower policy. He has 
also proposed four new legislations to support efforts to fight corruption. Lastly, he 
plans to amend the Basic Agrarian Law, one of the most complex and controversial 
Indonesian laws in the books, in order to support his land reform agenda. This reli-
ance on numerous new laws and regulations to support his reforms opens Jokowi to 
some criticism from those who feel it better for a new government to enforce existing 
laws and regulations more rigorously than to propose brand new sets of laws and 
regulations. 

AGRICULTURAL SECTOR

There are many overlapping programmes from the two candidates aimed at increas-
ing agricultural input and output. These include expanding the food crop land area, 
improving farmers’ productivity, developing infrastructure, conducting agrarian re-
form, protecting forest reserves, establishing banks for farmers, fishermen and micro/
small enterprises, and developing the marine economy. 

The expansion of food crop land area is a complicated task. Prabowo intends to 
create 2 million hectares of new land for food cultivation, whereas Jokowi intends 
to create 1 million hectares outside Java and Bali. If one looks to the 1995 Central 

5 Only 74 out of 158 SOEs were able to generate a profit in 2006 and about 90% of the profits were contributed 
by 10 SOEs (Ministry of State-Owned Enterprises, 2006 Ministerial Report, Jakarta).
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Kalimantan land clearance project where 1 million hectares of peat land were cleared, 
land clearance has its own problematic and complex issues (with multi-tiered effects 
on the environmental, social, cultural, and economic spheres). In that project, there 
was a lack of infrastructure, seeds, agricultural trainers, and skilled labourers.

Additionally, resultant changes in the environmental ecosystem can also nega-
tively affect such programmes.6 Furthermore, aggressive agricultural land expansion 
can threaten forest areas, which would contradict the candidates’ goal of conserving 
Indonesia’s remaining forests.

Moreover, both candidates are also committed to carrying out agricultural land  
reform by redistributing uncultivated lands to small farmers. For example, Jokowi 
plans to distribute 9 million hectares, and increase land ownership for smallholder 
farmers from 0.3 ha to 2 ha per family. On the other hand, Prabowo wants to put 
aside 2 million hectares for agricultural production, which can employ up to 12 mil-
lion people. However, the latest agricultural census indicates that in 2013, 14.25 
million households were smallholders (this is defined as land ownership of less than 
0.5 ha) and 68.5% of these live in Java. 7 This implies that since only a limited areas of 
unused lands are still available in Java, many farmers will need to migrate from Java to 
other Indonesian islands, which may create communal tensions with the residents of 
the locales they move to.8 The census also indicates that agricultural land ownership 
is being consolidated in the hands of larger landholders.9 This data implies that future 
administration in this area will need to take into account the increase in imbalanced 
land ownership.

ENERGY SECTOR

There are no substantial differences in the presidential candidates’ agendas in the 
energy sector. Both plan to revise the Law on Oil and Gas, promote domestic pro-
cessing of raw natural resource products, improve Indonesia’s energy infrastructure, 
enhance energy efficiency, promote renewable energy, achieve 100% electrification 
ratio by 2019, reduce oil subsidy for petrol consumers and renegotiate contracts on 
mining, oil and gas with multinational mining companies in order to win more conces-
sions for the Indonesian government. 

6 Pembelajaran dari kegagalan penanganan kawasan PLG sejuta hektar menuju pengelolaan lahan gambut 
berkelanjutan [Lessoned learn from the failure of 1 million peat area to sustainable peat land management], 
(http://pustaka.litbang.deptan.go.id/publikasi/ip024091.pdf, accessed 26 May 2014)
7 Laporan Hasil Sensus Pertanian [Report of Agricultural Census] in 2013, (http://st2013.bps.go.id/st2013esya/
booklet/at0000.pdf, accessed 27 May 2014)
8 These tensions can be seen from the previous transmigration (‘transmigrasi’) programme which was imple-
mented during the New Order regime (1967-1998) in order to resettle Javanese farmers to the islands outside 
of Java. The programme created numerous incidents of communal conflicts and violence, including in Maluku, 
Papua, Riau, and West Kalimantan. See Jacques Bertrand, Nationalism and Ethnic Conflict in Indonesia (New 
York: Cambridge University Press, 2004) for a study on these conflicts. 
9 Central Statistical Agency, op cit. 
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Jokowi plans to promote the use of natural gas for vehicles as a way to replace 
regular petrol and reduce the costly petrol subsidies. On the other hand, Prabowo 
proposes to implement price discrimination by imposing a wealth tax on petrol. 
However, neither of them has publicly advocated increasing petrol prices as part of 
their strategy to reduce fuel subsidies. Lastly, Prabowo and Jokowi have both pin-
pointed the importance of renegotiating contracts on mining, oil and gas with foreign 
companies in order to seek better terms for the Indonesian government. However, it 
is not known how renegotiations will be conducted and what types of concessions 
the state wishes to gain from these companies. 

INDUSTRIAL SECTOR

Both Jokowi and Prabowo intend to boost Indonesia’s currently sluggish manufactur-
ing sector, which has been stagnating since the 1997/98 Asian Financial Crisis,10 and 
their ideas for resolving the problem are rather similar. For example, Jokowi promises 
to achieve “better coordination between national and local government ministries/
agencies” while Prabowo proposes to “reduce bureaucratic ‘red tape’ for obtaining 
government permits at both national and local levels”. To improve industrial policy-
making, Jokowi is committed to “building an effective partnership between the public 
and private sectors” while Prabowo seeks to “improve relations between workers, 
corporations, and the government”. Lastly, both are committed to promoting govern-
ment support for small and medium-sized enterprises (SMEs) and cooperatives. 

The Jokowi campaign is more reliant on developing strategies to promote invest-
ment by manufacturing companies. Its platform calls for the provision of tax and fiscal 
incentives for the manufacturing sector, especially those that “process raw materials 
or capital-intensive products.”11 On the other hand, the Prabowo faction puts priority 
on promoting “strategic industries” with the potential to improve Indonesia’s fledg-
ling infrastructure. This includes investment in factories that produce transportation 
vehicles such as automobiles, trains, ships, airplanes, and agricultural-processing 
vehicles.12

However, their proposals do not contain detailed outlines on how exactly they 
plan to improve the bureaucracy’s performance and accountability at both the na-

10 Haryo Aswicahyo, Hal Hill, and Dionisius Narjoko, Indonesian Industrialization: A Latecomer Adjusting to Cri-
sis, World Institute for Development Economics Research (WIDER), Working Paper No. 2011/53 (September 
2011). Helsinki: United Nations University (http://labordoc.ilo.org/record/440045), accessed 28 May 2014. 
11 Raw materials producers are primarily mining companies that are mandated under the provisions of Law 
4/2009 on Mining and Coal Mining Capital-intensive industries and include producers of non-metallic minerals, 
steel products, machine goods, electronics, and automobiles. See Aswicahyo et al (2011), op cit, p. 14. 
12 Prabowo’s proposal resembles the strategy developed by B.J. Habibie, Minister of Research and Technology 
under former President Suharto (who later succeeded him as President) during the 1980s and 1990s to promote 
public investment in “high-technology” industries such as airplanes and commercial ships. 
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tional and local levels, and on improving relations between the government and the 
private sector. Better coordination between national and local governments on im-
proving business relations cannot be achieved without removing some of the latter’s 
authority granted by the 2001 Regional Autonomy Law (including the authority to 
issue investment permits),13 something that will certainly meet strong resistance from 
local governments. Lastly, Indonesia’s past efforts at promoting investments in “stra-
tegic industries” such as automobile have not been successful because these sec-
tors are vulnerable to being captured by powerful bureaucrats and well-connected 
entrepreneurs who often fail to make these businesses economically viable without 
constant financial support from the government.14 

LABOUR SECTOR

The two Presidential candidates’ labour platforms share some similar elements but 
also show some key differences. Jokowi calls for the passage of a series of new 
laws related to labour policy. These include a law to create a Manpower Supervisory 
Commission which will enforce existing laws and regulations on labour affairs; a law 
to establish a National Wage Protection system; and a law to protect the rights of 
nurses, midwives and household servants. There are also proposals to revise key 
Indonesian labour laws, such as the Law on Manpower (Law 13/2003), the Law 
on Industrial Disputes Settlement (Law 2/2004), and the Law on the Placement 
and Protection of Indonesian Migrant Workers (Law 39/2004). In addition to these 
laws, Jokowi’s platform also calls for the prohibition of outsourcing within state en-
terprises and for the extension of the National Health Insurance scheme (BJPS) to all 
Indonesian workers. 

However, previous laws and regulations designed to improve workers’ salaries 
and working conditions have often been blamed by the private sector as a source of 
their high operational costs, which contributes to their reluctance to invest more into 
the country.15 While the impact of the proposed legislations is not clear, it is possible 
that their enactments will increase these costs further. 

On the other hand, Prabowo’s labour proposal focuses less on the enactment of 
new laws, and is instead centres on generating 2 million new jobs per year, especially 
within the agriculture and labor-intensive manufacturing sectors, such as textile, ap-

13 Tulus Tambunan. ‘Inward FDI in Indonesia and Its Policy Context,’ Columbia FDI Profiles. Vale Columbia Center 
on Sustainable International Investment, 25 April 2011. New York: Columbia University (http://academiccom-
mons.columbia.edu/catalog/ac:135199), accessed 28 May 2014. 
14 For an example of failed efforts by past governments to promote “crucial industries,” see Haryo Aswicahyo, 
M. Chatib Basri, and Hal Hill, ‘How Not to Industrialize? Indonesia’s Automotive Industry,’ Bulletin of Indonesian 
Economic Studies, 36 (1) (2000), pp. 209-241. 
15 Chris Manning and Kurnya Roesad, ‘The Manpower Law of 2003 and Its Implementing Regulations: Genesis, 
Key Articles, and Potential Impact,’ Bulletin of Indonesian Economic Studies, 43 (1) (2007), p. 59-86. 
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parel (shoes and garments), and electronic products. However, he does not outline 
how this initiative is to be financed and whether new supporting legislations will be 
required. 

CONCLUSION

In their economic platforms, both Jokowi and Prabowo emphasise a strong role for 
the state in the economy. Their approaches differ though. Prabowo proposes an am-
bitious agenda to promote high economic growth, primarily through public spending 
increases in the development of infrastructure, education, and agriculture. Jokowi’s 
platform in turn highlights the importance of human resources and food security. For 
him, retaining and having highly skilled human capital is an important factor in ena-
bling Indonesia to escape the middle income trap and to ease rising income inequali-
ty.16 As mentioned, the many economic initiatives discussed by the two factions are 
not mutually exclusive and in fact are several ways quite similar. 

External observers of this Presidential election should scrutinize both candidates’ 
economic assumptions, spending policies, and legislative proposals in light of the 
country’s economic realities, and the fiscal capabilities of the present Indonesian 
government. Whoever wins on 9 July 2014 will immediately need to decide on priori-
ties, design more realistic policies and strategies, and promote coordination between 
relevant ministries and agencies at both the national and local levels. Only then can 
the country respond more effectively to both domestic and global challenges. 

16 The middle income trap indicates a stagnancy in income per capita level before crossing to the high-income 
level. 

ISEAS Perspective is
published electronically by 
the Institute of Southeast Asian 
Studies, Singapore.

Institute of Southeast Asian Studies
30, Heng Mui Keng Terrace
Pasir Panjang, Singapore 119614
Main Tel: (65) 6778 0955
Main Fax: (65) 6778 1735

Homepage: www.iseas.edu.sg

ISEAS accepts no responsibility 
for facts presented and views 
expressed. Responsibility rests 
exclusively with the individual 
author or authors. No part of this 
publication may be reproduced 
in any form without permission. 

Comments are welcomed and 
may be sent to the author(s).

© Copyright is held by the 
author or authors of each article.

Editorial Chairman: Tan Chin Tiong
 
Managing Editor: Ooi Kee Beng
 
Production Editors: Benjamin Loh, 
Su-Ann Oh and Lee Poh Onn

Editorial Committee: Terence 
Chong, Francis E. Hutchinson 
and Daljit Singh


