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Executive Summary of Interim Report
Estimating the Demand for Social Infrastructure Investment in Indonesia1

Investments on transport, power, telecommunication, and water infrastructure remains crucial 
for a national development; however, these infrastructures are necessary condition but not 
sufficient to promote a future inclusive growth. Social infrastructure as sufficient condition will
improve the quality of nation’s human resource in form of quality level of education, health, and 
housing. Complementing a study of ADB (2017), this study aims at estimating the demand of 
social infrastructures (education, health and housing) in Indonesia up to 2030 and providing 
insightful policy recommendations to filling the gap. This study utilizes two approaches: 1) macro 
econometric approaches using both panel data of Asian countries and panel data of provincial 
level in Indonesia to estimate the demand of new infrastructure; 2) micro approach estimating a 
minimum standard of service that calculates the number of population and the unit cost.  The new 
infrastructure investment demand is calculated by multiplying the estimated infrastructure stock 
by the standard unit price, while the maintenance cost is assumed based on the previous 
experience. 

Following the framework of Fay and Yepes in 2003 and Ruiz-Nunez and Wei (2015) and using 
dynamic panel data of provincial level, this study found that over 15 years, Indonesia needs $2.6 
billion annually or 0.29% of GDP for expanding of health infrastructure. Hospital requires most of 
this number, $34.5 billion (over 15 years), while health center only requires the other $4.8 billion. 
On the education sector, the investment reaches $21.9 billion, mostly for elementary school 
investment, or amounting only 0.16% of GDP. In addition, housing (including both public and 
private housing) requires $216.4 billion per year, and a total of $3,245.5 billion in 15 years, or 
23.86% of projected GDP. Moreover, estimations using panel data of 40 Asian countries shows 
within 15 years, Indonesia will need $17.4 billion (or $1.2 billion annually). This accounts for 
0.13% of projected GDP.

In order to complementing estimations of macro model, this study multiplies the national official 
minimum standard and the population projection from 2016-2030 to calculate the minimum 
standard services. Our study estimated that over the 15 years, Indonesia needs a total of $2.58 
billion or $0.172 billion a year to fulfil social infrastructure demand. Most of this amount falls in 
health sector, which requires $0.01 billion per year, and a total of $1.46 billion in 15 years. It 
happened since Indonesia tries to fulfil the health facilities to support the national health 
insurance program. Furthermore, Education sector is at the second place and needs $0.074 billion 
annually. On the education sector, the investment reaches $1.11 billion. The challenges are then 
how to fulfil this social infrastructure gap in the term of financing and priority. This study will 
continuously elaborate on estimations as well as discussions with several stakeholders to provide 
an appropriate policy recommendation.
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