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INTRODUCTION 

For all the dilemmas posed by 2020, the year has been crucial for relations between Indonesia 

and China. The ties between Jakarta and Beijing have grown drastically, not only in the political 

and economic spheres, where China is now Indonesia's most important trading partner and 

investor, as well as in the fields of defense strategy and culture. China organized the 

"Wonderful Indonesia" event at the International Cultural Exchange in Beijing in September, 

when the COVID-19 pandemic was escalating. From its coffee, food and coconut drinks to 

traditional Indonesian art such as batik, the exhibition highlighted Indonesia's rich culture. The 

event demonstrated the relations of soft power that have developed in recent years amongst 

Jakarta and Beijing. This relationship, although under-reported, has strengthened since the Belt 

and Road Initiative (BRI) was introduced in 2013. This includes not only increasing cultural 

links, but also substantial educational interactions and enhanced interactions between people 

and individuals.  

According to the Indonesian Investment Coordinating Council, Chinese foreign investment in 

Indonesia, including flows from Hong Kong, increased 11 percent last year to $8.4 billion. 

South Korea's FDI soared 64 percent to 1.8 billion dollars, nevertheless South Korea at the 

same time continues to have the same foot over Indonesia as China. This article, is mainly 

about Chinese investments in Indonesia through various projects, and its impacts. Through this 

one can also come to a larger conclusion as to why Indonesia is also in need of wider 

international recognition and reliance, as China being the sole largest investor, might grant it a 

larger foot in Indonesia, and possibly lead Indonesia to enter a potential “dept trap”. 

 

BACKGROUND 

Indonesia's bilateral relations with the People's Republic of China appears to have come back to its 

roots. During the later years of the presidency of President Sukarno until his fall in late 1965, the present 

state of relations between Jakarta and Beijing brings to mind the era of close bilateral ties. With the 

signing of the "Strategic Partnership" in 2005, which was then upgraded to a "Comprehensive Strategic 

Partnership" in 2013, the impetus for improved collaboration between Indonesia and China gained pace 

during the Yudhoyono presidency (2004-14). Under President Joko Widodo (popularly known as 

Jokowi), relations between Indonesia and China have become even closer, particularly in the economic 

sphere. China is now Indonesia's most important trade partner and a significant source of foreign 
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investment for the government's flagship development programmes, while the biggest community of 

visitors to Indonesia is Chinese tourists. 

The fact that internal politics have always been the key drivers of Indonesian foreign policy has been 

underlined by many scholars, and that elite as well as public views are split about China's recent 

development, which is seen as both a challenge and an opportunity. Although in a democracy and in an 

extremely heterogeneous Indonesian society, disparities of opinion and rivalry for power and authority 

are to be expected, some degree of agreement is required to ensure that a clear strategy can be followed 

and maintained in the long run. Since diplomatic links were first formulated in 1950, Jakarta-Beijing 

relations have always been complex. Indonesian domestic affairs continue to be influenced by ties with 

China, especially as a consequence of the substantial Chinese-Indonesian community. In the recent 

years, there has been a profound underlying resentment towards Chinese Indonesians, often resulting 

in acts of aggression. After reporting that hundreds of Chinese fishing vessels and two coast guard ships 

had breached their maritime borders at the edge of the South China Sea, Indonesia lodged a stern 

complaint with Beijing on Monday and charged it of trespassing.  

In recent times, tensions have escalated between China and its neighboring nations as Beijing tried to 

assert its dominance over the South China Sea in the face of conflicting maritime borders from countries 

in the region. China claims much of the sea as its own, while conflicting accusations are made by 

Vietnam, Taiwan, Philippines, Indonesia and, Malaysia. Additionally, Jakarta has consistently protested 

the incorporation of parts of the Indonesian-ruled Natuna Islands in China within a "nine-dash line" 

marked on maps by Beijing to demonstrate its assertion in the waters. On similar lines, Indonesia's pre-

existing anti-Chinese bias is also intensified by common critiques of the BRI's funding of Chinese 

investments as favorable buyer's finance. The terms of financing do seem to be favorable, but such 

funds include not only that at minimum 70 percent of resources be imported from China, but also that 

Chinese employees be permitted to work on investments and various projects. This number of Chinese 

workers will increase negative feelings against China, as the unemployment rate in Indonesia is huge 

(4.84 percent)1. Unless there is an attempt from both Jakarta and Beijing to deal with the problem, the 

negativity against China could also increase.  

 

THE BELT AND ROAD INITIATIVE 

Via major infrastructure projects under the Chinese Belt and Road Initiative, China has been the biggest 

investor in Indonesia under President Joko Widodo. Primarily focused on Indonesia's Global Maritime 

Fulcrum (GMF) vision, BRI's GMF perspective is in line with its national interests. Three of the five 

pillars included in the GMF vision are linked to the BRI, namely maritime communication, maritime 

economy and maritime culture.2 With the hope of restoring the Indonesian economy into intermediate 

groups, Indonesia is focusing its GMF on maritime economic development. Together with the shift 

from the Atlantic Axis to the Asia-Pacific from the center of the world economy, the maritime economy 

is expected to be more strategic, so that almost 70 percent of the total global trade takes place between 

the countries of the Asia Pacific. Indonesia asserts that collaboration must be of mutual benefit and 

 
1 Plecher, P., & 20, O. (2020, October 20). Indonesia - unemployment rate 2020. Retrieved February 26, 2021, 

from https://www.statista.com/statistics/320129/unemployment-rate-in-indonesia/ 

 
2 Mursitama, T. N., & Ying, Y. (2020). Indonesia’s perception and strategy toward China’s OBOR Expansion: 

Hedging with balancing. The Chinese Economy, 54(1), 35-47. doi:10.1080/10971475.2020.1809816 
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contribute to the improvement of security and to the welfare of the world. Indonesia, therefore offers 

various investment projects while developing infrastructure and delivering renewable energy in a 

growing market economy, with the framework proposed by Chinese investments. 

As part of its involvement in China's Belt and Road Programme, Indonesia extended itself to Chinese 

investment and provided 28 projects worth US$91.1 billion to Chinese developers. Seaports and 

industrial estates, power plants, smelters, and tourism estates are part of these projects. The views and 

policies of Indonesia under the BRI will be further explored, as well as how Indonesia and China 

complement each other so that the cooperation between the two countries has an effect on Indonesia's 

economic development and stability for the citizens of Indonesia. 

 

SILK ROAD IN INDONESIA 

Including North Sumatra, North Kalimantan, North Sulawesi and Bali, the Indonesian investment 

authority BKPM has named the Strategic Comprehensive Economic Corridor as 'project locations'. 

North Sumatra is on the Malacca Street trade road, while North Kalimantan, with its tremendous 

hydropower capacity, is well-suited for building energy-hungry metallurgical plants. 3  It is also 

uncertain which of the infrastructure projects offered would eventually be awarded to Chinese general 

contractors for the deal. According to analysts, the primary focus of China's attention is on projects on 

trading routes to Europe. In order to get a slice of this cake, they were there as long as it takes. Indonesia 

appears to represent its own interests confidently, however, and to focus on the growth of other areas 

of the region. In Indonesia, the rising economic influence of China, which now accounts for a quarter 

of all imports, is regarded with cynicism.  

China is also collaborating with domestic technology companies, such as, Alibaba and Tencent to build 

its own digital BRI in Southeast Asia; a central frontline in this geopolitical rivalry, in order to assert 

its technological dominance. Alibaba and Tencent acquired entry in Indonesia by heavily investing in 

various of businesses that accept or use mobile payments, such as e-commerce and ride-hailing 

systems. According to the paper, Huawei has been deeply immersed in Indonesia's information 

communications environment over the past two decades, “from thousands of kilometers of fiber-optic 

cable networks to the new smartphones.”4 A large portion of the Indonesian cloud appears to be 

Chinese.  China is also heavily involved in Indonesia's AI development. This way, China is gaining 

much more than an influence in trade and a toehold in government policymaking as a result of these 

deals and alliances. They also help Beijing's intelligence operatives more successfully threaten civilians 

with misinformation by securing access to civilian and corporate data that could be useful to Chinese 

tech firms. 

 

 
3 China is pushing new Silk road in Indonesia. (n.d.). Retrieved February 23, 2021, from 

https://indonesien.ahk.de/infothek/china-is-pushing-new-silk-road-in-

indonesia#:~:text=In%20Indonesia%2C%20Chinese%20companies%20are,by%202022%20at%20the%20latest

. 

 
4 Tucker, P. (2021, February 23). How China's digital Silk road is leading countries away from the United 

States. Retrieved March 01, 2021, from https://www.defenseone.com/technology/2021/02/how-chinas-digital-

silk-road-leading-countries-away-united-states/172219/ 
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JAKARTA- BANDUNG RAIL PROJECT 

Chinese firms are engaged in various development ventures in Indonesia. Jakarta-Bandung is 

Indonesia's planned high-speed rail line, linking the state capital of Jakarta to Bandung's textile centre. 

The Indonesian government preferred China over Japan to build the very first fast-train rail link in the 

world, which is expected to cost around $6.07 billion. The flagship project is 150 kilometers north, 

which was also designed by Japanese firms. It will be finished no later than 2022.5 

However, of late the project has been a fiasco, leading to forced evictions, flooded roads, destroyed 

houses and farms, widespread demonstrations, and major budget overruns, not to mention breaches of 

at least six Indonesian laws. The Jakarta-Bandung High Speed Rail train is now going nowhere, 

considering an initial construction date of May 2019. In several ways, because of a series of failures 

and the mistaken belief that any infrastructure is necessarily worth constructing, the scheme which 

aimed to link the Indonesian capital with Bandung, the capital of the province of West Java, was doomed 

from the outset. As per the local residents, hundreds of families would be deprived of their farms by the 

rail line, thus impoverishing them of their traditional economic livelihoods. Since 2015, this concern 

has led to intense, ongoing demonstrations along the 142-kilometer rail route planned. Public criticism 

has been so intense that, owing to continued delays in land procurement, the proposal has been 

consistently stalled. This also caused the key financier, the state-owned China Development Bank, to 

delay the repayment of loans until the purchase of 100 percent of the property. At the same time, it was 

also odd that the Chinese railway backers never released their research projects for a project to highlight 

China's BRI ambitions.  

Inevitably, the blame lies to both Indonesian and Chinese policy makers: The Indonesian government 

for failing to implement Indonesian laws, and the various Chinese groups for failing to respond to 

community complaints and comply with Chinese environmental policies that were compulsory. As a 

result, the badly planned and executed high-speed rail project may have theoretically delivered an early 

and inglorious end to China's BRI ambition. 

 

INDONESIA’S RENEWABLE ENERGY GOAL 

Indonesia's power plants are primarily focused on coal, which accounts for more than 60 percent of 

electricity production. Indonesia needs significant investment in the sector to meet its clean energy goal. 

With a total capacity of 204.7 GW, China has become the world leader in the solar PV industry, 

contributing for almost a third of the global output. In 2019, China's solar PV installation hit 30.1 GW, 

with the US installation doubling in the same year. 

Chinese investment in green energy abroad is just getting underway, and in some countries, it is rising 

rapidly. In the Indonesian energy market, China's footprint can be attributed to some of Indonesia's 

coal-fired power plants, oil and gas processing and smelters. At present, China is attempting to broaden 

its investment portfolio to include Indonesia's clean energy ventures. This involves constructing 

Indonesia's biggest hydropower plant and setting up an industry for the manufacturing of solar cells. 

Simultaneously, China's participation in green projects in Indonesia could help to shift the common 

 
5 Meiki W. Paendong for The Diplomat. (2020, December 03). The jakarta-bandung RAIL PROJECT: 5 years 

on and still going nowhere. Retrieved February 23, 2021, from https://thediplomat.com/2020/12/the-jakarta-

bandung-rail-project-5-years-on-and-still-going-nowhere/ 
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view that, with its reliance on high-emission coal-fired power plants, China is not energy efficient. 

Besides, Indonesia, given the limited potential of local players in the renewable energy market, Chinese 

investment might not only help the country achieve its goal, but also help Indonesia improve its local 

players. According to the 6Indonesian investment agency, China recently invested U.S. $4.7 billion. 

The Jokowi government has introduced a series of legislations to bypass laws seen as discouraging job 

growth in order to aid investment. In 2020, the Indonesian parliament decided to discuss the laws, but 

trade unions said the new law could eliminate some of the rights enjoyed by workers and make it easier 

for firms to dismiss staff and recruit temporary employees.7 Furthermore, amid the implementation of 

clean energy laws, Indonesia still has a large number of unsupportive regulations. For example, an 

uncompetitive price for electricity produced by green energy power plants is fixed by one of the existing 

legislations. In order to make renewable energy plants more efficient and productive, the government 

in Jakarta must amend current regulations and set favorable feed tariffs. Otherwise, developers will 

consider building proposals for green energies as not economically feasible projects. 

Though Chinese overseas renewable energy investments are just getting started, in certain countries 

they are steadily rising. Indonesia is no different in being a beneficiary of rising Chinese investment in 

the market. In the Indonesian energy market, China's presence can be attributed to some of Indonesia's 

coal-fired energy plants, oil and gas processing and furnaces. China is currently seeking to broaden its 

asset allocation to include investments in Indonesia for green energy. For Indonesia, due to the limited 

potential of local players in the energy market, Chinese investment might not only help them achieve 

its goal, but also help Indonesia improve its players. For green energy, such as solar PV, the presence 

of local industry value chains is critical for reaching a more economical degree. Integrated with 

Indonesia's quest for cleaner energy, China's experience in renewable energy and its increasing global 

engagement in the sector provide a strong base for collaborations. 

 

INDONESIA TOWARD CHINA’S OBOR- OTHER PROJECTS 

Indonesia's BRI corridors are based in four provinces, namely North Sumatra, North Kalimantan, 

Sulawesi North, and Bali. These four regions are included in the Indonesian Economic Growth 

Acceleration and Extension Master Plan (MP3EI). At the BRI conference in Beijing on April 26, 2019, 

Indonesia signed 23 joint projects in conjunction with the BRI initiative, which will be developed in 

North Sumatra, North Kalimantan, North Sulawesi, Maluku, and Bali. These initiatives are included in 

the Acceleration of Priority Infrastructure Implementation Priority Committee (KPPIP). KPPIP chooses 

a list of projects deemed to be strategic and of considerable urgency by implementing the mechanism, 

 
6 Nugraha, D., Rakhmat, M., Diwangkara Bagus Nugraha is an energy researcher at Purnomo Yusgiantoro 

Center. Muhammad Zulfikar Rakhmat is a senior academic at Universitas Islam Indonesia., Diwangkara Bagus 

Nugraha is an energy researcher at Purnomo Yusgiantoro Center., & Muhammad Zulfikar Rakhmat is a senior 

academic at Universitas Islam Indonesia. (2020, September 01). China could be a partner for INDONESIA'S 

renewable energy goal. Retrieved February 23, 2021, from https://www.thechinastory.org/china-could-be-a-

partner-for-indonesias-renewable-energy-goal 

 
7 Name. (n.d.). China doubles investments in Indonesia through 'Very Aggressive' APPROACH, official says. 

Retrieved February 21, 2021, from https://www.benarnews.org/english/news/indonesian/international-

investment-

01292020162954.html#:~:text=China%20doubled%20its%20investments%20in,by%20the%20Indonesian%20i

nvestment%20agency. 
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and offers facilities for the convenience of project growth. KPPI's 37 priority projects include Road & 

Bridge (6 projects), Port (4 projects), Oil & Gas (7 projects), Water & Sanitation (5 projects), Rail (4 

projects), Power (7 projects), Public Transport (3 projects) and IT (3 projects) (1 project).8 The BRI 

schemes offered are in accordance with the private sector's national growth plan, which would not lift 

government debt, so the initiative pays for loans.  

While Indonesia has tried to lure other investors, that are mostly Chinese. Compared to other ASEAN 

countries, Indonesia's investment climate is deemed less favorable, so many investors have moved 

industries from China to Thailand or Vietnam. In case there is concern that China will dominate the 

Indonesian economy, Indonesia will also need to carry out reforms in a variety of ways, especially in 

taxation and bureaucracy, in order to draw investments from other countries, so that the Indonesian 

economy is balanced. 

 

CONCLUSION 

For all of these and more projects to synergize and be achieved, there must exist a balance and 

cooperation between China and Indonesia. By providing investment options to other nations, the 

Indonesian government has expected the risk of Chinese companies dominating investment in Indonesia. 

The government has also laid down requirements that Chinese developers must also use staff from 

Indonesia to prevent complications from the local population for the entry of workers from China for 

BRI ventures. Differences in the language and culture of the citizens of China and Indonesia, however, 

can also create conflict. The government's barrier to policy change in Indonesia is the lack of 

synchronization, so that work is also not carried out correctly and efficiently. By ensuring legal certainty 

for businesses, the Indonesian government must be able to address investor's concerns.  

Thus far, President Joko Widodo has proven his leadership and willingness to manage Indonesia in this 

vein by adopting a hedging policy with a complex balance instead of band wagoning against China. He 

displays his leadership in welcoming foreign investors from China in particular, but he has a firm 

philosophy of safeguarding the country's sovereignty and independence. 

Considering the issue of the Natuna Islands, Beijing publicly objected against the incident and advised 

Indonesia not to take any further measures to exacerbate the situation. Indonesia and China 

simultaneously declared that they will be taking action to facilitate a local currency swap and investment 

settlement process between the Renminbi and the Rupee. China, second only to Singapore, is a 

significant source of foreign direct investment in Indonesia, supplying funding for high-profile ventures, 

including the construction of a lithium-ion battery plant in Sulawesi along with South Korea and Japan.9 

In addition, the growth and development of Indonesia is highly dependent on the Chinese market. The 

country's biggest supplier of imports is China, accountable for 27 percent of Indonesia's overall imports, 

which in 2019 amounted to almost $45 billion. China is also the main export market for Indonesia, 

accountable for 17 percent of its overall exports, which reached nearly $28 billion in 2019. Considering 

the Belt and Road initiative, it’s been often remarked by various economists as a ‘debt trap’ for 

 
8 Mursitama, T. N., & Ying, Y. (2020). Indonesia’s perception and strategy toward China’s OBOR Expansion: 

Hedging with balancing. The Chinese Economy, 54(1), 35-47. doi:10.1080/10971475.2020.1809816 
9 Albert, E. (2020, October 15). Indonesian special ENVOY Visits China in show of cooperation. Retrieved 

February 21, 2021, from https://thediplomat.com/2020/10/indonesian-special-envoy-visits-china-in-show-of-

cooperation/ 
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Indonesia, due to the huge finance involved, nevertheless, the Indonesian Maritime Affairs and 

Investment Minister Luhut Pandjaitan has remarked that, “We are not that stupid, you know.” 

According to the Ministry Of finance, Indonesia's debt-to-GDP rate was estimated at 29.8 percent at the 

end of 2019. The total government debt reached Rp 4.77 billion in 2019, a slight increase from Rp 4.41 

trillion in 2018. Indonesia's federal debt to China hit US$ 17.7 billion as of September, making it the 

fourth-largest borrower in the world.10 Debt may discourage the entry of foreign investors and may 

contribute to unsustainable amounts of debt. In conclusion, although Indonesia may profit from closing 

the financial divide and growth rate, a number of threats have been described with respect to the Chinese 

investment in its infrastructure. Political and social and economic vulnerability are variables that might 

not be explored in interviews with decision makers, but it has been ignored that it is a problem that is 

being tackled internally. 

 

 

 

 
10 Media, K. (n.d.). Berita terkini Hari ini, Kabar Akurat Terpercaya. Retrieved February 22, 2021, from 

https://www.kompas.com/ 

 


