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INDONESIA: THE URBANIZING ARCHIPELAGO
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URBANIZATION: ISSUES AND OPPORTUNITIES
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APPROXIMATELY 57% OF INDONESIA'S POPULATION IS 
CONCENTRATED IN JAVA

Sumatera

Java
Bali & Nusa Tenggara

Kalimantan

Sulawesi Maluku & Papua

56.932.400 People 

147.828.100  People 

15.801.800  People 

14.540.600 People 

19.149.100  People 
7.103.500 People 

Sourcer: SUPAS (2015)

Java Island has the highest population, 56.56% of the total population of Indonesia, while other regions 
have a very low population (<10%) except Sumatra Island

21,78%

56,56%

6,05%

5,56%

7,33%

2,72%
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ECONOMIC ACTIVITY IS HIGHLY CONCENTRATED IN JAVA

Source: Badan Pusat Statistik (2018)

• Economic activity is 

still concentrated in 

Java, reflected in 

the share of 

Regional GDP 

58.48%

• Economic Growth in 

Western Indonesia 

5.41%, higher than 

4.94% in Eastern 

Indonesia

Share Regional GDP 2018

4,54%

5,72%

3,91%

2,68%

6,65%

KBI

5,41%
KTI

4,94%

Economic Growth in 2018

6,99%
21,58%

58,48%

8,20% 6,22%

6,22%

2,47%

3,05%
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Economic Growth in 2018



DISTRIBUTION OF INTERMEDIATE INPUT TRADE 2010

OUTPUT Demand on Intermediate Input

INPUT Sumatera Jawa+Bali Kalimantan Sulawesi
Nusa 

Tenggara
Maluku Papua

Sumatera 94,25 3,01 4,43 2,88 2,65 1,22 3,57

Jawa+Bali 5,41 94,85 17,06 15,34 8,88 5,43 13,07

Kalimantan 0,30 1,10 77,69 1,87 1,22 0,44 2,24

Sulawesi 0,02 0,36 0,52 79,69 0,81 0,12 0,33

Nusa Tenggara 0,01 0,27 0,22 0,03 86,29 0,06 0,04

Maluku 0,00 0,04 0,03 0,14 0,11 92,57 0,01

Papua 0,01 0,37 0,04 0,04 0,05 0,16 80,74

80,74%

Source: Bappenas, Interregional Input-Output Table 2010
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Persentage of Passengers Mobility According to Origin (%)

Persentage of Passengers Mobility According to Destination (%)

PASSENGERS MOBILITY IN INDONESIA(%)

Sumber:  Data Origin Destination Barang,  Kementerian Perhubungan. Tahun 2011. Diolah Dit. PWK, Bappenas

• On 2011 pergerakan 
penduduk dari 
Sumatera sebagian 
besar di wilayah 
Sumatera (55,28%) 
dan menuju Jawa 
(37,53%).

• Di sisi lain, penduduk 
yang melakukan 
perjalanan menuju 
wilayah Sumatera 
sebagian besar 
Sumatera (55,12%) 
dan Jawa (40,57%).

• Mobilitas penduduk 
akan semakin 
meningkat dengan 
pembangunan jalan 
tol dan jalan Trans 
Sumatera.

• Tantangan ke depan 
mengembangkan 
konektivitas daerah 
kepulauan (Kepulauan 
Riau dan Bangka 
Belitung), dan dengan 
wilayah Kalimantan, 
Malaysia, Singapura 
dan Thailand.



WS Water Availability based on water availability classification per capita 
Source: Ministry of Public Works and Public Housing (2016)

Most areas of Java have experienced a crisis in the availability of clean water.
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WATER SUPPLY CRISIS IN JAVA

Exceeded

Not yet exceeded

Carrying Capacity and Water Capacity of Java Island
Source: Ministry of Environment and Forestry (2019)

Absolute Scarcity

Scarcity

Stress

No Stress
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LARGEST LAND CONVERSION IN JAVA

• During the period 2000-2030, the

largest amount of built-up land

use was found in Java with a

downward trend, whereas in

Sumatra the conditions tend to

be static. This indicates a

decrease in the carrying capacity

of built land, especially in Java.

• There was a decrease of the

agricultural land area by 0.93% (in

2013-2016).

Source: KLHS Modelling, Bappenas, 2019

Proportion of Build-up Land Consumption among Islands

Sumat

era
Java

Bali-

Nusra

Kalimant

an

Sulawe

si
Maluku Papua



Cities as engine of growth

Cities in Indonesia generally serve as growth 

centers and are more productive than rural districts

78 out of 98 cities have per capita GRDP above 

national median (79 percents), while the figure for 

districts (kabupaten) is 180 out of 416 (43 percents)

INDIKATOR KOTA KABUPATE

N

Population (average) 601.798 487.775

Per capita GRDP (Rp m, 

average)

73,95 43,73

Economic growth 2013-2017 

(annual, average)

5,91 5,65



Agglomeration economies in cities

Cities enjoy agglomeration economies in various 

forms:

Firms and workers are concentrated in cities, 

allowing them to match skills and industry 

requirement, leading to specialization and improved 

productivity.

Firms that are located close to each other enjoy 

spill over in know-how and technology, as well as 

exploit advantage if a more efficient supply chains.

A cluster of related industries also enables the 

development of inter-industry linkages in 

production/value chains. 

And, firms can exploit directly greater market 

access in dense cities.



Cities and living standards

Cities also offer better quality of life.

In most cities in Indonesia, life expectancy and 

expected year of schooling are above national 

median of Kabupaten/Kota.

INDIKATOR 2018 KOTA KABUPATE

N

Usia Harapan Hidup (tahun, 

rata2)

71,69 68,53

Rata2 lama sekolah (tahun, 

rata2)

10,35 7,56

Harapan lama sekolah (tahun, 

rata2)

14,18 12,49

IPM 2018 (rata2) 77,11 66,93



Pace of urbanization 

Indicator: change in the percentage of population living in urban areas.

Sources: natural growth, rural-urban migration, and rural reclassification into urban area due to 

development (in-place urbanization)

National level of urbanization (projection based on the 2010 Census, BPS):

2010: 49,8 percents

2015: 53,3 percents

2020: 56,7 percents

2025: 60,0 percents

2030: 63,4 percents

It is expected that in 2020 the urbanization level in four provinces will exceed 70 percents: DKI 

Jakarta, Jawa Barat, DI Yogyakarta, dan Bali.  On the other hand, Sulawesi Barat and NTT 

have the lowest urbanization with less than 25 percents.



However, cities in Indonesia are still facing big 
challenges to achieve inclusive, sustainable growth

Spatial imbalances → over concentration in Java

Costs of congestion

Internal inequality and urban poverty

Urban unemployment

Fiscal capacity of cities to support urban development



Spatial distribution of cities in Indonesia

REGION CITIES WITH 

POPULATION LESS 

THAN 1 MILLION

CITIES WITH 

POPULATION 1-2 

MILLIONS

CITIES WITH 

POPULATION MORE 

THAN 2 MILLIONS

Sumatera 29 4 1

Jawa-Bali 23 4 8

Kalimantan 9 0 0

Sulawesi 10 1 0

NTB, Maluku, Papua 9 0 0

Java and Bali altogether make up only 7 percents of total land area but home to 8 big cities with population above 2 

millions, some of them build metro area with surrounding cities.



Congestion costs

Congestion and over density will offset the benefits offered by 

urban agglomeration :
High density ignites land price spike, and workers live far away from 

working place in urban center

Tarnsport costs and commuting time increase and reduce the real income 

of the workers.

Pollution of air and water treathen people’s health.

Exessive use of ground water cause land subduction.

Increased waste generated by households are not matched by local 

waste management, and not yet fully treated in sustainable approaches 

(landfill, waste for energy)



Urban poverty 

Contribution of non food spending in poverty line is realtively

high in urban (28,4 percents), compared to that in rural (23,5 

persen).
As a whole, the biggest contributors are rice, cigarettes, and housing 

expenditure.

Poverty rate are relatively high in small and medium cities:
8,03 percents in cities with population less than 1 million

5, 87 percents in cities with population between 1 and 2 millions

4,52 percents in cities with population above 2 millions



DEVELOPMENT STRATEGIES OF 
FOSTERING GROWTH AND 

INCLUSION
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Land 
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sources
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Food Gathering Moving 
Agriculture

4R (Reduce, Reuse, 

Recycle and Replace)

Infrastructure

Information

Technology

Space (land 
and sea)

Jawa and SumateraPapua, Maluku, Nusa Tenggara, Kalimantan Kalimantan and Sulawesi

Organization

HRD

Different on Direction, Magnitude and Speed of the Tansformation.

Services and 4R 
(Reduce, Reuse, 

Recycle and Replace)

Industri 4.0
(Information Technology and 

Artificial Intelegence)

Industry 1.0 
(Mechanical Technology)

Industry 2.0 dan Industry 3.0
(Mechanical, Electricity, Robotic and Eletronic 

Technolocy)

TRANSFORMATION OF SOCIAL, CULTURAL AND 
ECONOMY OF THE REGIONS
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Village and 
Less-developed 

Regions

Big Cities and 
Developed Regions

Small Cities and 
Developed Regions

1. Social Capital Accumulation
2. Knowledge Accumulation
3. Physical Capital Accumulation
4. Financial Capital 

Accumulation

COLLABORATIVE 
ADVANTAGES

COMPARATIVE 
ADVANTAGES

COMPETITIVE 
ADVANTAGES

(1) Regulation, (2) Data and Information 
System, (3)  Knowledge and Innovation, (4) 

Infrastructures, (5) Organization 
Management (6) Public Participation, (7) 

Banking, and (8) Bureuacracy.

Input Based-
Competitiveness

Efficiency Based-
Competitiveness

Innovation Based-
Competitiveness

•Natural Resources Based: 
Agriculture, Fishery and Mining, 
Tourism

•Educated and Skilled Labor
•Basic Infrastructure: road, bridges, clean 
water, electricity, information and 
telecommunication

•Economic infrastructure: market, bank, 
trade centre

•Connectivity: land, sea and air 
transportation, information

• Creative and digital economy
• Research and development and 

innovation centre
• Pentahelix partnership: 

Government, private, university, 
community organization and 
media

SHIFTING INTO COLLABORATIVE ADVANTAGES



Information:

Location of KI which already operated

Location of KPBPB (Free Trade 
Zone and Free Port

Location of KI which not yet operated

Priority Destination Location

Location of KEK which not yet operated

Location of KEK which already operated

Location of KEK/Tourism Destination which already 
operated
Location of KEK/Tourism Destination which not yet 
operated
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INDUSTRIALIZATION THROUGH THE DEVELOPMENT OF SPECIAL 
ECONOMIC ZONES (KEK) AND INDUSTRIAL ZONES(KI), AND 

TOURISM OUTSIDE JAVA

KEK & KI  SEI MANGKEI

KEK & Priority Destination 
TANJUNG LESUNG

KEK & Priority 
Destination 
MANDALIKA

KEK & KI 
PALU

KEK & KI BITUNG

KEK 
MOROTAI

KEK
SORONG

KI LANDAK

KI KUALA TANJUNG

KI TANGGAMUS

KETAPANG

KI JORONG

KI BATULICIN

KI BANTAENG

KI KONAWE

KI MOROWALI

KI BULI

KI TELUK BINTUNI

KEK ARUN
LHOKSUMAWE

KEK TANJUNG KELAYANG

Priority 
Destination 
Danau Toba

Priority Destination Borobudur

Priority Destination Wakatobi

Priority Destination 
Bromo-Tengger-
Semeru

Priority Destination Labuan 
Bajo

Priority Destination Kep. 
Seribu

KPBPB
Sabang

KPBPB Batam,
Bintan, dan Karimun

KEK TANJUNG API-API

KEK MBTKKEK GALANG BATANG

Strategy:
Economic growth through operationalization and increased
investment in growth centers in strategic areas/regions outside
Java

Source: Bappenas (2019) 22



Metropolitan Area Development

New City Development

New City Tanjung Selor

New City Sofifi

WM Palembang

New City Sorong

WM 

Makassar

New City Maja

WM Banjarmasin

WM Denpasar

New City Jayapura

New City Makassar

New City Manado

New City Pontianak

New City Banjarbaru

New City Palembang

New City Padang

WM Medan

WM Bandung

WM Semarang

WM Surabaya

WM 

Manado

WM Jakarta
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METROPOLITAN AND NEW CITY DEVELOPMENT

Strategy:

– Encourage the role of Urban/Metropolitan National Strategic Areas (KSN) in supporting 

regional/island growth

– Development of strategic service sector investment plans for the new metropolitan 

area

• Currently most metropolitan areas are in Java. 

We plan to develop metropolitan areas outside 

Java Island. 

• Our current priorities are metropolitan areas in 

Palembang in Sumatera, Denpasar in Bali, 

Banjarmasin in Kalimantan, and Makassar in 

Sulawesi. 
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INTEGRATING SDG’S AND NUA IN INDONESIA
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VISION 2045: SUSTAINABLE URBAN DEVELOPMENT



Government focus in urban development (2020-2024)

Development of metropolitan areas will focus on the development of 

mass transporation and the arrangement of regional authority in 

urban public services (transportation, water and sanitation, waste 

management).
Priorities: Metro Palembang (Patungagung), Denpasar (Sarbagita), Banjarmasin 

(Banjarbakula), dan Makassar (Maminasata).

Development of small and medium cities will focus on acceleration of 

economic growth, strengthening foundation of sustainable 

development, and improvement of cities’ liveability.

Development of ‘new cities’.
Priorities: Kota Baru Maja (Kab. Lebak), Kota Baru Tanjung Selor (Kab. Bulungan), 

Kota Baru Sofifi (Kab. Tidore Kepulauan), Kota Baru Sorong (Kota Sorong).
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IMPLEMENTATION FRAMEWORK FOR SUSTAINABLE URBAN 
DEVELOPMENT
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SUSTAINABLE CITIES INDEX: MONITORING AND EVALUATION 
INSTRUMENT
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DEFINING A METROPOLITAN STATISTICAL AREA
…FUNCTIONAL URBAN AREAS: A CITY AND ITS COMMUTING ZONE
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METROPOLITAN MANAGEMENT



CAPITAL CITY RELOCATION
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CAPITAL CITY RELOCATION: JAKARTA TO EAST KALIMANTAN
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DEVELOPMENT OF THE NATIONAL URBAN SYSTEM

Source: PP 26/2008 ttg RTRWN as revised in PP 13/2017 

Moving the capital city out of Java will strengthen the function of the National 

Activity Center (PKN) and Regional Activity Center (PKW) in the eastern region 

so that it can help reduce the gap between KTI and KBI.

Functions of the National Activity 
Center (PKN):
• the main node of export-import 

activities
• a center of industrial activity and 

services on a national scale or 
that serves several provinces

• the main node of national scale 
transportation or serving several 
provinces

• international hub port.

Function of Regional Activity Centers 
(PKW):
• The second node of export-

import activities that support PKN
• The center of industrial and 

service activities serving 
provincial or several district scale

• Transport nodes that serve 
provincial or several district scales

• Coastal areas that support the 
national marine economy

PKN

33
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THE RELOCATION OF THE CAPITAL CITY TO OUTSIDE JAVA WILL 
ENCOURAGE EQUITABLE DEVELOPMENT

34

Moving the capital to province outside Java will

increase trade between regions:

❑ Trade within the province of the new capital

city

❑ Inter-provincial trade in Indonesia:
✓ From the Java Island to the Outer Islands

Province
✓ Between Provinces Outside Java

More than 50% of Indonesia's territory will

experience an increase in trade flows if the

National Capital is moved to a province that

has good connectivity with other provinces
Trade between Regions in Indonesia will grow

and encourage trade between Provinces

outside Java
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RELOCATION OF THE NATIONAL CAPITAL TO KALIMANTAN WILL INCREASE 
INVESTMENT IN THE NEW CAPITAL CITY AND SURROUNDING PROVINCES

▪ Relocation of the National Capital to 

Kalimantan will increase Investment in 

the New Capital City and Surrounding 

Provinces

▪ The economic linkage of the new 

capital city province with other 

Provinces around it will be one of the 

drivers of investment in other 

provinces

▪ Other than that……
The transfer of the national capital to Kalimantan will increase the output of a

number of non-traditional sectors, especially the Service Sector, such as the

government sector, the communications sector, hotels, trade, finance, and

education.

Rp

Rp
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OTHER ECONOMIC IMPACTS OF MOVING THE NATIONAL CAPITAL 
OUTSIDE JAVA

*: type II MultiplierSumber : Hasil Analisis Bappenas

01 Increase national economic growth by 0,1% - 0,2%;

Reducing the gap between income groups, because:

Increase in income from the labor-intensive sector > increase in income from the capital-intensive sector

New capital development investment will have a multiplier effect on the national economy 
around:

Output Multiplier: 2,3* Employment Multiplier: 2,9*

(1,37%) (0,23%) 

02

03

04

Reducing disparity between regions, because moving the capital outside Java will:

▪ Encouraging trade between regions, especially trade between Java and regions outside Java also
between regions outside Java

▪ Encourage investment in the new state capital province and surrounding provinces.

▪ Encouraging economic diversification, so as to create an economic value added impetus in the

non-traditional sector in the province.



THANK YOU
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