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Howard Dick

The opaque title of this book does it no justice. “Governing the roads” does not 
make a lot of sense. Nor is the book a broad study in political economy, changing or 
otherwise. A better description from the text is “the political sociology of 
infrastructure development” (12), though just what this might be is never well 
explained. One attempt is that it is “best deployed at a middle range of analysis [that] 
mediates the microanalysis of individual actors and detailed policymaking processes 
and the macro-level of the societal distribution of power” (31). However, this 
approach is not differentiated from Joel Migdal’s “state-in-society” approach.* 1

The starting point is the puzzle of why the sprawling, populous nation of 
Indonesia continues to struggle to mobilize funds—especially private funds—for 
investment in basic infrastructure. International agencies like the World Bank and 
Asian Development Bank, which stand willing to supply funds, tend to see the 
problem as a technical one of setting up appropriate structures of governance. Jamie S. 
Davidson, associate professor of political science at the National University of 
Singapore, argues that the problem is more deep-seated, a chronic institutional failure 
whose root is executive dysfunction within the political system. This idea is explored 
though the troubled case history of Java’s toll roads since the mid-1960s. As such, the 
book will be cautionary reading for frustrated souls in the infrastructure industry, but 
will also be relevant to anyone with a general interest in Indonesia’s changing political 
system and governance from Suharto’s New Order through to the present democratic 
era.

In view of China’s transformative investment in modern infrastructure over the 
past twenty-five years, it is noteworthy that planning for Indonesia’s first tollway was 
initiated by President Sukarno as long ago as 1963 as one of a small number of 
prestige projects, most being in Jakarta. The tollway would have afforded him a much 
faster journey to and from his summer palace at Bogor. Instead, regime change and 
economic chaos delayed completion until 1978, when the Jagorawi (JAkarta-BoGOR- 
CiAWI) tollroad was opened by President Suharto after speedy construction by 
Hyundai Engineering, a South Korean firm. As recounted in Chapter 2, Jagorawi’s 
immediate success encouraged the Suharto government to commission other tollroads 
around Jakarta, including the link to the New Sukarno-Hatta airport, as well as short 
feeder tollways into the cities of Surabaya, Semarang, and Medan. All this was done 
under the auspices of the state enterprise Jasa Marga. Even so, until the mid-1980s, 
only 280 kilometers (175 miles) of roads had been completed throughout the country,
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and none of the sections actually connected together. The reality was faster travel 
between one traffic jam and another.

After the oil boom ended in 1983, the government struggled with its budget and 
the balance of payments, so that large-scale state borrowing for infrastructure became 
problematic. Internationally, it was the Reagan-Thatcher era characterized by a new 
ideology of uninhibited free enterprise, including privatization of state assets and 
responsibilities. President Suharto was also mindful of a family consideration: his 
children had grown up and were looking for ways to build their own private 
businesses. It was, therefore, not a difficult decision to create franchises to build and 
operate tollroads and give preference to the presidential children. Although the Road 
Act (1980) had specified that tollroads were a field for state action, a presidential 
decree settled the matter. State enterprise Jasa Marga would remain a stakeholder but, 
henceforth, most of the consortia would be controlled by and beholden to the 
president’s children. The first batch of such contracts were let in the late 1980s for the 
Jakarta Outer Ring Roads. In 1996, there followed another nineteen contracts for the 
700-kilometer (435-mile) Trans-Java Expressway.

The rest of the book explores what happened next, or, as in the majority of 
contracts, what did not happen. Chapter 3 deals with the period after the downfall of 
President Suharto in 1998 through to the first Yudhoyono cabinet (2004-09), as each 
successive government tried in various ways to realize these projects. Chapter 4 (“Big 
Push Thwarted”) deals in close detail with the efforts of the second Yudhoyono 
government to realize the goals of the Infrastructure Summit of 2005. The next two 
chapters take thematic approaches: Chapter 5 (“Ownership”) looks in detail at how 
the various consortia evolved, and Chapter 6 (“Local Perspectives”) considers the 
interactions between the central government and local governments, which, of course, 
had become much more powerful after implementation of the decentralization laws in 
2001.

The detail of all the changes of policy and what happened in the case of each 
consortium and each section of road is mind-numbing for anyone without a close 
professional interest in road-building in Indonesia. The question is, therefore, how 
this well-researched but awkward book is to be read. At face value, it is a critique of 
simple prescriptions for accelerating infrastructure development and a fine-grained 
study of the practical difficulties in Indonesia (here mainly Java) and how successive 
governments wrestled with them. Seldom do we see policy-making at such close 
quarters, and it is instructive. Multilateral agencies and lenders may not be 
comfortable with Davidson’s rather jaundiced assessment of public-private 
partnerships (PPP), but they would do well to pay heed.

One of the greatest impediments to highway construction is, of course, the 
perennial one of land rights. In theory, the central government can exercise overriding 
legal powers of “preeminent domain” to acquire land for important national projects. 
Yet Indonesia is not totalitarian China. Even the authoritarian Suharto government 
was wary of exercising those powers too ruthlessly. The Kedung Ombo dam case in 
remote southern Java showed how repressive measures could damage the 
government’s standing, not just within Indonesia but also internationally. Since 1998, 
democratic governments were even more hesitant about seizing land at below-market 
prices. At the same time, rent-seeking consortium owners were reluctant to pay
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market prices, hoping that the state would do the dirty work for them. After 
decentralization took effect in 2001, the game became even more complicated because 
local governments suddenly had more influence. Davidson shows that a common 
tactic was for public acquisition to be delayed while local rent-seeking interests 
bought up land along the corridors, a familiar enough tactic from other jurisdictions, 
such as Japan. The revised Land Act of 2012 clarified powers and responsibilities, and 
also gave some additional protection to landholders, but when Davidson wrote its 
impact was not yet apparent.

Another impediment to tollway construction is the straightforward one of low 
expected profitability. Traffic flows vary a great deal along the length of the north 
coast of Java. They are dense around the main cities, most notably Jakarta and 
Surabaya, and decay rapidly beyond the industrial zones of the outer metropolitan 
areas. There is some intercity bus and freight traffic, but a lot of short-distance local 
traffic would be deterred by tolls. Franchise holders for intermediate sections, 
therefore, have much less market incentive to build, and good reason to hold out for a 
generous public subsidy. This structural weakness of the franchise model of public- 
private partnerships could have been avoided had the whole length of highway been 
the responsibility of a single state-owned enterprise able to subsidize low-traffic 
sections from high-traffic ones. In more recent years, market forces have led to some 
consolidation of franchises while government policy has strengthened the state 
enterprise Jasa Marga, now listed and partially privatized on the Jakarta stock 
exchange. Private Indonesian corporations cannot borrow long-term investment funds 
more cheaply than the government itself, but the government can reduce its 
borrowing needs by drawing in private equity.

The book can also be read for its insights into institutional theory. Davidson takes 
as his starting point New Institutional Economics (NIE), which he criticizes for 
focusing too much on the formal institutions that define property rights. He claims to 
be seeking to “illuminate some of NIE’s blind spots, namely, state-business relations 
and rent-seeking, extra-parliamentary rulemaking, and the problem of eminent 
domain” (31). He shows convincingly that, in the case of Indonesia’s tollways, 
informal mechanisms have been important in limiting or extending property rights. 
The point is well taken, but as the NIE literature explicitly takes into account the 
modifying effect of informal institutions, Davidson’s criticism of NIE theory is too 
glib, and much the same could be said of the other alleged NIE blindspots he 
identifies. Not that NIE is a sufficient perspective, just as Davidson concedes the 
limitations of political science. However, it is too easy to hive off another theoretical 
franchise such as “political sociology” instead of working toward an integrated multi
disciplinary theory of “state-in-society.”

Davidson seeks to “put politics back into the study of infrastructure” (236), so 
perhaps the best way to read the book is for what it reveals about rent-seeking and the 
political process in Indonesia. German Chancellor Otto van Bismarck tartly observed 
that the public was better off not knowing how sausages were made: Davidson shows 
it close up. The tollroad franchises created by the Suharto government and its 
democratic successors were paper property rights whose tradeable value was always 
subject to a corrupt legal system and ill-defined land rights. In that sense the book is 
not so much about “governing the roads” as about the contestability and exchange of
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property rights in virtual roads and the contingent factors that determine when they 
may transmogrify into actual tollable roads that generate a flow of net revenue.

This story begins with Suharto’s favors to his children, acts of parental generosity 
that did much to discredit him. Every motorist resented paying tolls to his daughter, 
Mbak Tutut. Yet, though she was patron, the consortia had other members, mostly 
pribumi entrepreneurs who enjoyed favor in the late Suharto years as a counterweight 
to Chinese conglomerates. The bankruptcies caused by the Asian financial crisis of the 
late 1990s reshuffled ownership. In the democratic era, franchises and shares in them 
became chips in the interplay of big business and elite politics, with Jusuf Kalla and 
Aburizal Bakri being the two most prominent figures. In 2004, Kalla became vice 
president and Bakri the minister for economic affairs in the first Yudhoyono cabinet; 
in 2015, Kalla is again vice president and Bakri leader of the Golkar opposition party. 
The Soeryadjaya family, Henry Pribadi (Napan Group), Hary Tanosoedibyo (Media 
Nusantara Citra), and Malaysia’s PLUS Expressways are other notable investors. 
Eventually, however, as revealed in Chapter 5, the state enterprise Jasa Marga defeated 
various maneuvers to emerge as the dominant firm. Whether it will be able to defend 
that position under the Joko Widodo presidency remains to be seen.

By the end of the book, Davidson has identified a lot of trees and given tantalizing 
glimpses of the jungle. Given the book’s title, Changing Political Economy, I would have 
liked the concluding chapter to have gone beyond the technocratic issues, important 
though they be, to engage more with the political economy literature on Indonesia, 
which gets left behind in the opening chapter. Nevertheless, it may be seen as a virtue 
of the book that it does not try to constrain messy reality within a theoretical 
straightjacket and does not neatly encapsulate its findings. Governing the Roads is one of 
those valuable works with solid content, rough edges, and loose ends that will reward 
the curious and persevering reader and outlive current fashions. Readers will find 
different things according to their own interests and may draw their own conclusions.


