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Property Industry Contribution 
to the Indonesia Economy

*Research by LPEM UI dan Kadin BPKPT 2023

Contribution to 
National GDP

14.6% 
Contribution of
employment
opportunities to the
working population

10.2% 

Contribution to 
State Budget

9.3% 

Contribution to the local-
generated revenues of the
provinces/regencies/cities

31.9% 

Contribution to reducing
poverty rates7.8%



Multiplier Effect of Property Industry

Production Process Tax, Retribution and Permit

Project Development

Wages 20%
Building Materials 80%

steel, iron, brick, cement,
paint, sand, window frame,
sanitary, floor,  ceiling, roof,
mechanical, electrial, etc. 
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PPN (11%) - value added tax
PPH (2.5%) - income tax
BPHTB (5%) - acquisition tax
PBB (2.5%) - land & building tax
Permit (3%) 

Not included : 
PPNBM (20%) - luxury tax
PPH22 (1%) - super luxury tax
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The Ecosystem and 
Supply-Chain of Property Industry

The Identification of the Property Industry Supply-Chain for Policy Improvement
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Housing & Urban Development
Challenges in Indonesia

The Challenges

Becoming increasingly
urban, but the benefits are
not yet optimal, creating
urban-rural inequality.

Urbanization creates severe
and complex problems for
cities.

Housing deficit.

Large economic potential
from property development.

The Problem

Spatial planning and land
management.

Limited digital spatial
planning
Accuracy of One map policy

Regulations and Permits
Legal certainty
OSS RBA
Permit process

Property Policies
Funding mismatch
Balanced housing policy

The Root Cause

Misunderstanding the
Importance of the Industry

Requiring close
coordination between
ministries, institutions and
regional governments
Too focus on low-cost
housings

Regulations prioritized to be
revised/adjusted 

UU 1 tahun 2011
UU 20 tahun 2011
UU 23 tahun 2014



Housing Backlogs VS
Opportunities
Indonesia is experiencing a chronic housing deficit which can be overcome not only by the
government, but also together with the private sector.

Housing credit subsidies have increased
more than 7 times in the last 12 years

Government intervention has been
unable to reduce the housing backlog



Indonesia is 
Becoming “Cities”
By compositions, in 2010 urban villages accounted for 20.47 percent of Indonesia's total area,
becoming 35.31 percent in 2020 and increasing to 72.8% in 2045.

Indonesia's post-2000 urbanization rate
follows international patterns

Number of urban residents in Indonesia,
by city size, 1990-2035



Negative Impacts of 
Urbanization
For cities, urbanization can result in increased congestion, pollution, environmental and social
degradation and an increase in slum areas.



Benefits of Urbanization
Urbanization provides many benefits, but they are not yet optimal.

Better economic opportunities in urban
areas reduce poverty rates

Urbanization in Indonesia provides lower
welfare compared to other countries



Urban 
Development 
Goals

The increase in the property industry's
contribution to GDP can reach 20% or more by
driving more than 185 related industries.

Establishing a pattern of economic development
in each province by taking into account regional
potential, existing infrastructure plans and
networks, and the potential industrial cooperation
(prime mover to grow the economy and
purchasing power of the people of each province).

Arrangement of urban physical aspects (sanitation,
energy, waste handling, management standards,
green building standards, smart building
standards, etc.)

Reducing slum areas with a pattern of cooperation
between the Government and Business Entities so
that the level of welfare and public health also
increases.

Resolving various urban property legality
problems resulting from the enactment of Law
20/2011.



Public Housing and 
Urban Development 
are Equally Important

Public housing development and
urban development, each have a
very large role in the Indonesian
economy so that both should be
given equal attention.

The low-cost housing data is taken from PUPR
realization data through Tapera :
https://www.tapera.go.id/produk/realization-2023/ 



New Global Challenges :
Net Zero and Technology

The Target

Smart building system 

Sales & marketing trend and
challenges VS market
dynamics

Indonesia Net Zero Roadmap
2050 : a nearly zero-energy
building standard for new
buildings and a nearly zero-
energy building operational
standard for existing
buildings. 

The Challenges

Green/smart standard
consensus

Easier and applicable
certification/application

Incentives from regulator for
financial instruments

The Requirements

Readiness of all stakeholders
for the green and smart
infrastructures.

Regulations to be
revised/adjusted 

OJK
Banks
Green financing
Personal data



To achieve the Golden Indonesia 2045 : 
Economic growth rate by 6-7%
investment needs to grow by 6.8%

The source of financing for the
investment growth is not yet certain.
Failure of growth targets is dangerous,
the demographic bonus can be a
disaster.
Improvements in the property sector
can increase state revenues without the
need for an increase in levies.

Golden Indonesia 2045
Improving the performance of the property sector can help achieve 
the target of "Golden Indonesia 2045"



The Challenges in 
the System

The large number of
Ministries/Institutions dealing with
this matter makes it difficult and
causes ineffectiveness and
overlapping regulations and policies
related to property development and
urban development.

The property industry's broad and
complex problems require strong
coordination.



Housing and 
Urban Development 
as One Institution

CROSS-COORDINATION. Overcoming various
coordination and institutional problems related to
urban and housing development due to the status
of the Ministry which has the authority.

PROCESS INTEGRATION. Encouraging and
supporting integration between aspects of
housing development and other supporting
aspects, such as financing, management,
protection and supervision.

CENTRAL & REGIONAL GAPS. Overcoming gaps
in the role of regional governments to create
mutually supportive role between the Central and
Regional Governments.

TRANSPARENCY & ACCOUNTABILITY.
Implementing better transparency and
accountability in budget management and
implementation of urban and housing
development programs.

INTEGRATED PORTFOLIO. Creating an integrated
portfolio of central government and regional
government authority affairs.

NATIONAL STRATEGIC AGENDA. Making housing
development effective as a national strategic
agenda and contributing to achieving the target
of a Golden Indonesia 2045 and zero housing
backlog in 2045.

CAPACITY STRENGTH. Further strengthening the
portfolio, capacity for planning, development,
implementation, financing, supervision and
protection.

STRATEGIC COLLABORATIONS. Assisting in the
strategic collaborations between the central
government and regional governments with
private developers/investors, SOEs/ROEs, and the
community.
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