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KEYWORD ABSTRACT

construction sector; Although the Indonesian construction sector is positioned as a critical driver of national
Indonesia; implicit economic development, intense market saturation poses severe structural challenges.
monopoly; saturated This study examines the underlying mechanisms behind the emergence of implicit
market monopolies within the sector, hypothesising that these market distortions are rooted in

inherent structural conditions rather than proactive, anti-competitive intent. Employing
a qualitative document analysis structured through the PRISMA framework, this
research synthesises recent academic findings and official government data to evaluate
this hypothesis. The analysis confirms the sector's vital role in national and regional
growth whilst simultaneously demonstrating the acute sensitivity of construction
enterprises to macroeconomic shifts. These compounding factors compel business
actors to integrate vertically across the supply chain, utilising close-knit affiliations as
defensive risk management frameworks. Due to capital constraints that hinder research
and development (R&D) and sustainable innovation, firms default to exclusive vertical
integration as their most viable survival strategy, despite its prohibition under Law No.
5 of 1999. Conclusively, this research argues that within highly saturated markets
characterised by weak regulatory oversight, implicit monopolies emerge as a
rationalised mechanism for business survival. Finally, the study recommends targeted
regulatory interventions to redirect capital investment towards less saturated
ecosystems and robust R&D programmes.

INTRODUCTION

The construction industry can be defined as an economic sector whose output consists of
buildings or structures integrated with the land on which they are located (Lubis et al., 2025). As
the primary driver of infrastructure development, this sector requires effective policies and
strategic frameworks grounded in in-depth studies of project management and public policy
(Adrianto, 2024).

This requirement for rigorous research stems from the construction sector's significant
contribution to national economic output, primarily through job creation. Construction activities
are fundamentally labour-intensive, generating extensive employment opportunities and
stimulating growth in supporting industries, such as manufacturing materials and logistical
services. Consequently, the construction sector plays a vital role that directly reflects a
community's prosperity, public health, and overall quality of life (Lubis et al., 2025).

A prominent contemporary example is the Ibukota Nusantara (IKN) megaproject. The
construction sector plays a central role in developing IKN's infrastructure whilst simultaneously
supporting the growth of interconnected industries. This central role positions the construction
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sector as the primary driver, ensuring IKN infrastructure projects are completed on time.
Furthermore, these developments contribute to achieving equitable economic growth across
Indonesia (Lubis et al., 2025).

However, alongside this strategic importance come substantial challenges, including
declining market demand, intensifying business competition, fluctuating material prices, and the
lingering impacts of the COVID-19 pandemic on project timelines and budget allocations. Coupled
with external variables such as broader macroeconomic conditions and global oil price volatility,
these factors heavily impact the construction sector—a vulnerability clearly reflected in the stock
performance of publicly traded construction firms (Adrianto, 2024).

Historical data exposes the inherent sensitivity of the construction sector to external shocks.
Crises such as the 1997-1998 Asian financial crisis in Indonesia, the 2008 global financial crisis,
currency depreciation, and high inflation have historically disrupted the industry, directly altering
corporate operational costs and enterprise operational stability (Adrianto, 2024). This structural
vulnerability has paved the way for close-knit, modern affiliations between construction services
and the manufacturing sector.

Construction firms affiliated with manufacturers enjoy distinct strategic advantages in public
tenders, such as direct access to affordable raw materials and technological efficiencies. Whilst
these efficiencies are economically beneficial, a lack of strict regulation can distort fair
competition, leading to market imbalances and the potential cartelisation of government project
tenders. Therefore, robust regulations that mitigate conflicts of interest, strengthen structural
transparency, and enhance oversight are essential to ensure fair competition and safeguard the
integrity of national development (Nauvina & Hidayati, 2025).

Yet, despite the enactment of Undang-undang Jasa Konstruksi (Construction Services Law
No. 2 of 2017) and Undang-undang Larangan Praktik Monopoli (Prohibition of Monopolistic
Practices and Unfair Business Competition Law No. 5 of 1999), structural challenges persist.
Whilst the promulgation of these laws represented an attempt to enforce stricter regulatory
boundaries, frequent irregularities in project execution remain a primary hurdle. Numerous cases
demonstrate discrepancies between planning and implementation regarding both budget and
timelines, including instances where the finished quality of work occasionally falls short of
mandated standards (Nauvina & Hidayati, 2025).

This study aims to synthesise three distinct dimensions of the construction sector: first, its
equitable contribution to national development (Lubis et al., 2025); second, the established
correlation between macroeconomic indicators—such as GDP growth, inflation, interest rates,
exchange rates, and oil prices—along with financial metrics like Return on Equity (ROE) and the
Debt-to-Equity Ratio (DER), and the performance of construction stock (Adrianto, 2024); and
third, the unchecked cross-sector affiliations that foster implicit monopolies and unfair competition
within the industry (Nauvina & Hidayati, 2025).

The initial hypothesis posits that these systemic issues originate from the construction
sector's acute sensitivity to external shocks and macroeconomic shifts. Because of the sector's
critical importance to national development, business actors are highly incentivised to mitigate,
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transfer, share, or cope with these risks. This risk management behaviour drives tight integrations
along the supply chain, which can ultimately manifest as implicit monopolies. By reviewing
authorities' data and recent research findings, this study constructs an analytical framework to test
this hypothesis against the three issues identified above. The ultimate objective is to provide a
deeper understanding of these interconnected dynamics and to help formulate more robust policy
responses for the construction sector.

The primary objective of this research is to demonstrate that the construction sector operates
under conditions of inherent economic market saturation. Consequently, corporate profitability,
risk management behaviour, and regulatory compliance costs are driven by systematic responses
that are defensive and reactive by nature. Therefore, economic and compliance indicators alone
cannot determine the overall structure of the ecosystem. By synthesising various research findings,
this study aims to provide respective market actors and regulatory bodies with a deeper
understanding of the intrinsic nature of Indonesia's construction sector. Furthermore, given the
paramount importance of this sector to national development, this study articulates the urgent and
necessary governance improvements required to better regulate the industry.

METHOD

This research adopted a qualitative approach to address the research’s objectives. Qualitative
research is an interpretive, naturalistic, and multi-method approach that examines phenomena
within their natural settings, rather than in a controlled laboratory environment. This methodology
allows researchers to collect rich, nuanced, and diverse data by exploring how subjects interpret
their experiences within widespread understanding of social context. Key data collection
techniques include in-depth interviews, participant observation, and document analysis (Nurrisa et
al., 2025).

Document analysis, in particular, serves as a important technique in this study. It deploys a
systematic process to review and evaluate both printed and electronic documents as primary or
supplementary data sources. The document utilized include diaries, report archives, letters,
transcripts, photographs, and online materials. This technique was selected because it provides
stable, verifiable data, alongside historical or contextual insight-that may not be obtained through
interviews or direct observation (Zahroh et al., 2025).

To establish a clear flow for the research process prior to executing the document analysis
and subsequent literature review, this research utilized the PRISMA (Preferred Reporting Items
for Systematic Reviews and Meta-Analyses) flowchart. The framework ensures a transparent and
systematic approach to selecting relevant literature. This selection process sequentially comprises
three main phases: identification, screening, and inclusion (Idris et al., 2026).

First, during the initial identification phase, a comprehensive search was conducted to gather
potential articles from digital databases. This study primarily utilized the Google Scholar database
to acquire both national and international academic articles and journals. The search parameters
were limited (but not restricted) to literature published between 2025 and 2026.
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To target relevant studies, the search queries employed specific keywords: “sektor
konstruksi”, “construction sector”, “implicit monopoly”, “macroeconomic”, “makroekonomi”,
“sunk cost”, “saturated market”, “Indonesia”, and various combination thereof. Boolean operator
(AND, OR, NOT) were strategically utilized to combine these keywords and refine the search
results.

Second, in the subsequent screening phase, the retrieved articles were evaluated to determine
their eligibility for the research. This phase was executed in three stages. First the titles and
abstracts of the identified articles were reviewed, those meeting the initial relevance criteria
advanced to the second stage. Second, the identified articles were downloaded. Third, a full text
review of the remaining articles was conducted to ensure their content directly aligned with the
core objective of this study.

Finally, the third is the inclusion phase. The inclusion phase identified the definitive set of
articles that fulfilled all eligibility, quality, and relevance criteria. Key data from these selected
articles-including the title, author names, publication date, publisher, methodology, and primary
findings-were systematically extracted and recorded for analysis.

Identification of studies via databases and registers
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Figure 1. PRISMA flow diagram
Source: Author’s own work
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As illustrated in Figure 1, the initial identification process yielded 55 articles from Google
Scholar database. Of these, 8 articles could not be screened due to external factors, leaving 47
articles for initial evaluation. Title and abstract screening led to the exclusion of 9 irrelevant
articles. The remaining 38 articles were selected for full text download; however, 6 could not be
retrieved due to full view or accessibility constraints, such as a lack of open-access availability.
Consequently, 32 downloaded articles underwent a comprehensive full-text review, resulting in 25
eligible articles for inclusion in this research.

Nevertheless, relying solely on document analysis leaves out the firsthand perspectives of
the industry actors involved. This limitation is a deliberate constraint of the study's scope. Because
this research investigates implicit monopolies—which carry serious legal and regulatory
implications—gathering primary data through direct interviews is nearly impossible. Industry
actors are understandably reluctant to discuss potentially anti-competitive practices. Furthermore,
even if participants agreed to be interviewed, their responses would likely suffer from social
desirability bias, leading to superficial data or information saturation that lacks substantive
insights.

RESULT AND DISCUSSION
Macroeconomic Volatility, Financial Performance, and Structural Response of Market
Saturation

The results of the literature review are presented in this subsequent section. As previously
noted, the initial hypothesis posits that the construction sector possesses an acute sensitivity to
external shocks and macroeconomic shifts. However, given the vital importance of this sector to
national economic development—and the corresponding necessity to mitigate, transfer, share, or
cope with these disruptions—close affiliations along the supply chain resembling implicit
monopolies inevitably emerge.

From a market or investor perspective, several factors can be viewed as key indicators of a
construction entity’s financial well-being. For example, a high liquidity ratio serves as a positive
signal indicating strong resilience to weather economic downturns, thereby reducing the risk of
financial distress. Conversely, a low liquidity ratio can signal that a company may face significant
obstacles in fulfilling its long-term financial obligations (Swari et al., 2026).

Furthermore, the profitability of a construction company, as measured by Return on Equity
(ROE), demonstrated a significant positive effect on stock prices listed on the Indonesia Stock
Exchange (IDX) during the 2019-2023 period. Consequently, robust financial performance sends
a positive signal to the market, thereby influencing investment decisions. It follows that
construction companies capable of enhancing efficiency in managing their assets and equity are
better positioned to project financial health and drive increases in their stock prices (Meilana et al.,
2025).

However, alternative research suggests that companies with relatively high liquidity can still
exhibit low average profitability. This discrepancy indicates that effective liquidity management
does not automatically translate into increased profitability; furthermore, variations in liquidity
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levels across firms often reflect differing underlying financial strategies (Sangga et al., 2025).
Additionally, the relationship between liquidity ratios and financial distress remains highly
contingent upon a company’s sales volume and its capacity to meet long-term obligations (Swari
et al., 2026).

Consequently, the financial health of a construction company cannot be adequately evaluated
using only a few isolated indicators. Another critical factor to highlight is the proportion of debt
within a company’s capital structure. In the construction sector, the utilization of leverage often
acts more as a financial burden than as a driver of operational efficiency. In other words, when
measured by the Degree of Operating Leverage, operating efficiency does not significantly impact
profitability (Ulum et al., 2025). This dynamic is exemplified by PT Waskita Karya (Persero), an
Indonesian State-Owned Enterprise (SOE), where a massive liquidity influx through investment
loans—particularly for toll road construction—failed to generate corresponding revenue growth.
Instead, the resulting debt service became a significant financial burden that actively reduced net
profits (Pardede et al., 2025).

Ultimately, the financial well-being of the construction sector cannot be measured by
isolated indicators alone. Fluctuations in fixed costs, project variability, and external dependencies
make it exceptionally difficult to directly scale profitability (Ulum et al., 2025). Utilizing leverage
to boost capital influx does not automatically improve net profit or ROE, given the high probability
of cost overruns and the prolonged turnaround times inherent to construction projects (Pardede et
al., 2025). When coupled with the current market landscape—comprising 199,006 construction
entities distributed across Indonesia’s provinces (BPS-Statistics, 2025)—these compounding
factors demand a profound paradigm shift in industry thinking.

Capital Constraint, R&D Stagnation, and Defensive Vertical Integration

Consequently, the Indonesian construction sector can be characterised as a saturated market
driven primarily by actors' misaligned perceptions of opportunity. Whilst this perceived potential
underscores the sector's vital role in national economic development and justifies visible
government efforts to stimulate infrastructure investment, opportunity manifests as a form of
systematic pressure within an already saturated ecosystem. This pressure is severely amplified by
intense competitor density, forcing business operators to rely on continuous tactical adaptation
rather than cohesive, long-term strategies. Ultimately, this perpetual state of tactical reaction
reshapes the very definition of business sustainability, shifting organisational priorities away from
growth and towards short-term stability, baseline relevance, and fundamental survival. Caught in
this cycle, the construction sector in Indonesia remains trapped within a web of complex, structural
challenges.

Thus, these dynamics help explain the broader trend of premature de-industrialisation.
Because entities operating in a highly saturated market lack the necessary resources to conduct
comprehensive research and development (R&D) programmes, their long-term competitiveness is
severely diminished. This vulnerability can be traced back to the structural inefficiencies of the
construction sector when faced with resource bottlenecks, such as oil shortages. A limited capacity
for R&D, combined with an absence of long-term strategic planning, leads to an inability to sustain
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innovation. This systemic deficit directly accounts for the current stagnation in implementing
green building techniques, which are frequently hampered by a lack of accessible technologies to
support energy efficiency, water management, and waste control.

Although institutional hurdles exist—such as a fundamental lack of detailed technical
guidelines, weak monitoring and evaluation systems, and the limited availability of local
technologies (Imanto et al., 2025)—the absence of R&D plays a defining role. This is particularly
visible within a saturated market characterised by razor-thin operating margins. Without the capital
required to fund R&D, firms face an absolute barrier to adopting sustainable methods. This capital
constraint manifests as an inability to procure specialised green building materials, absorb the high
initial investment required for advanced green construction equipment, or adequately train
manpower to adhere to rigorous green construction standards.

It can be argued that adopting green building standards could provide the exact brand
differentiation needed to remain relevant in a saturated landscape; simultaneously, such an
approach offers a strategic pathway to decouple the sector from oil-heavy dependencies and
mitigate its inefficient positioning against oil scarcity. However, the construction sector is a deeply
traditional, labour-intensive industry that operates under fundamentally different economic laws
than mainstream digitalised sectors.

Whilst the digitalised industry relies heavily on content authenticity to foster multi-
dimensional attitudinal and behavioural consumer loyalty (Jain et al., 2026), the construction
market must navigate intense saturation and low margins. Consequently, construction clients are
highly sensitive to price changes. Rather than prioritising brand image or corporate authenticity,
consumers in this market routinely disregard marketing communications and visual branding in
search of the most cost-effective deals. This intense consumer price sensitivity ultimately
reinforces the industry's reluctance to differentiate services through high-investment, sustainable
innovations.

However, a construction business is primarily an economic institution whose main objective
remains profitability. Faced with these complex structural challenges, firms must still find
pathways to innovate without compromising service quality. Therefore, the most logical and cost-
effective method of innovation is securing access to cheaper upstream resources. To achieve this,
construction firms venture upstream through the supply chain to negotiate highly favourable,
exclusive agreements. These vertical arrangements essentially function as risk management
frameworks designed to stabilise revenue and buffer the firm against severe macroeconomic
impacts, such as oil scarcity and volatile market dynamics.

Thus, the most rational strategic option for the industry is to tightly integrate its business
ecosystem—spanning resource extraction, manufacturing enterprises, and construction entities.
The primary goal of this integration is to secure exclusive production methods, exponentially
reduce operational costs relative to competitors, and guarantee exclusive material supply lines.
Ideally, this integrated framework fulfils their respective core commercial objectives whilst
safeguarding the institution against economic downturns. However, this drives a profound trend
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towards close-knit corporate aftiliations that resemble implicit monopolies, directly violating Law
No. 5 of 1999.

Conclusively, the nature of implicit monopolies within the Indonesian construction sector
can be classified as defensive and reactive. This structural behaviour develops as a direct response
to compounding problems: first, intense market saturation fuelled by a misaligned perception of
opportunity; second, the razor-thin operating margins resulting from this saturation when coupled
with highly price-sensitive clients; and third, the systematic pressure to capture profit without
reducing quality. Finally, whilst adopting green building standards could theoretically alleviate
these pressures, the capacity to absorb the high initial investment is perceived as commercially
unviable compared to upstream integration. When combined with weak regulatory enforcement
and lax oversight from the authorities, these exclusive vertical affiliations emerge as the most
economically viable option on the table.

Administrative Oversight, Corporate Governance, and Remedies Against Market Distortion

Based on the preceding analysis, this study demonstrates that the implicit monopolies
forming within the Indonesian construction sector are defensive, reactive strategies rather than
proactive, market-distortion initiatives engineered by predatory business operators. However,
these findings can be expanded into several critical domains for further academic discussion.

First, regarding the Local Content Requirement (LCR), known locally as Tingkat Kandungan
Dalam Negeri (TKDN), evidence indicates that the localised implementation of this mandate
yields positive impacts on domestic industries. Specifically, it decreases dependency on foreign
imports whilst stimulating local employment opportunities and incoming investment (Wedagama
et al., 2025). Nonetheless, given the acute saturation of the construction market, this policy
framework could inadvertently incentivise further upstream vertical integration if it is not paired
with rigorous, independent regulatory oversight.

Second, the macroeconomic implications of the construction sector at both national and sub-
national levels cannot be overlooked. For instance, data from West Nusa Tenggara (NTB) province
indicates that the construction sector contributed 24,180.29 billion rupiahs to final demand, which
was distributed across household consumption, non-household consumption, gross fixed capital
formation, and inventory accumulation. This baseline underscores the regional significance of the
construction sector in generating employment, boosting public purchasing power, and enhancing
regional investment attractiveness. Because the construction sector maintains profound backward
and forward linkages with input and output sectors, strengthening its ecosystem triggers a
multiplier effect that drives broad-based regional economic development (Arindi et al., 2025). This
further confirms the vital role of the sector as an essential engine for regional economic growth.

Third, this structural reaction is likely not unique to construction; adjacent, tightly
interlocked sectors such as quarrying and mining may respond in an identical manner. The
Indonesian mining sector similarly plays a vital role in national economic development by
supporting the trade balance, augmenting state revenue, and creating jobs. However, mining
operations often incur severe environmental degradation, prompting calls for the implementation
of green technologies to optimise post-mining land recovery. Unfortunately, these sustainability
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initiatives frequently falter due to lax regulatory supervision, a lack of corporate commitment, and
policy inconsistencies between national and sub-national governments (Umar et al., 2025). Given
the existing cross-sectoral ties amongst resource extractors, manufacturers, and construction firms,
resource extractors face a parallel operational dilemma. Absent their own stabilising mechanisms,
mining companies are highly incentivised to initiate downstream integration to guarantee their
own market security.

Fourth, these insights can be applied to analyse regulatory shifts in other state-dominated
sectors, such as the proposed "power wheeling" scheme for Perusahaan Listrik Negara (PLN, State
Electricity Company). Whilst the objective of this scheme is to introduce competition, lower
energy prices, and foster innovation within the Indonesian electrical sector (Nursyie, 2025), weak
structural oversight—compounded by the physical proximity between independent power
producers and the construction entities that build their infrastructure—could foster similar close-
knit vertical affiliations. As long as market competition exists within a saturated environment,
firms will naturally seek out these hidden integrations to minimise transaction costs and protect
their profit margins.

Fifth, regarding internal corporate governance frameworks, the efficacy of board oversight
is determined not merely by numerical size, but by the quality, professional competence, and
diligence of directors in executing their fiduciary roles (Mubaraq et al., 2026). The emergence of
implicit monopolies can be partly attributed to the cognitive thresholds of individual operators.
Corporate decision-makers are frequently vulnerable to cognitive biases—such as overconfidence
bias, anchoring bias, and the sunk cost fallacy—which can precipitate severe financial distress for
their entities. When these biases impair performance and erode profit margins, they reinforce the
strategic rationale for vertical integration, creating a structural buffer zone to absorb the financial
shocks of internal managerial inefficiencies.

Sixth, despite the economic allure of implicit monopolies, product and service differentiation
remains a highly viable and profitable strategy in a saturated market. Proof of this can be drawn
from the closely related heavy equipment sector, where PT Zoomlion Indonesia successfully
navigated intense market saturation through targeted product differentiation. Their machinery
remains highly sought after by mining and construction enterprises due to its superior durability,
capacity, speed, and technical innovation, allowing the firm to command premium pricing over
competitors. PT Zoomlion's strategy underscores how leveraging advanced technology to
manufacture smaller, more resilient equipment frames can effectively carve out a distinct
competitive advantage (Fikri & Passalli, 2025).

Seventh, curtailing existing implicit monopolies within the construction sector may require
regulatory remedies similar to those proposed for limiting the quasi-monopoly of other massive
state entities like Pertamina. This involves strategically reforming and ring-fencing the core roles
of these critical entities, increasing contract transparency and legal certainty, empowering
supervisory authorities, and harmonising sector-specific regulations with broader investment
principles and civil law to eliminate persistent legal loopholes and institutional contradictions
(Maharani et al., 2025).
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CONCLUSION

In conclusion, this study demonstrates that the Indonesian construction sector plays a crucial
role in driving both national and regional economic development. However, because this sector is
inherently sensitive to macroeconomic shifts, implementing robust risk management strategies
remains an operational necessity. In an environment characterised by weak regulatory oversight,
cross-sectoral implicit monopolies have emerged as the most economically viable defensive
mechanism for industry actors. Whilst theoretical solutions exist—such as adopting green
construction practices to enhance brand differentiation and foster corporate sustainability—
widespread implementation is severely hindered by the sector's limited capacity to fund and
conduct R&D.

International examples offer valuable blueprints for this transition; for instance, the
decarbonisation of China's construction sector showcases how sustainability can be successfully
integrated into an industrial framework. This integration relies heavily on the presence of
supportive regulatory systems, targeted financial incentives, and active market mechanisms like
carbon credits (Igbal et al., 2025). Furthermore, empirical evidence demonstrates that green growth
generally exerts a positive impact on the economic development of high, upper-middle, and lower-
middle-income countries alike (Ferreira, 2022). Despite these proven global benefits, the
Indonesian domestic industry has yet to fully realise this transition.

Whilst this study identifies localised resource scarcity as a primary contributing factor to this
stagnation, alternative research suggests that these challenges are shared across global developing
regions. These structural gaps are further exacerbated by broader systemic pressures, including
widening financing gaps, intensifying climate crises, and escalating geopolitical tensions
(Prabhakar, 2025).

This study is subject to several limitations that warrant acknowledgement. First, the
methodology relies strictly on qualitative document analysis; consequently, it lacks quantitative
verification—such as empirical surveys—to validate the actual prevalence of implicit monopolies
within the sector. Second, this research primarily utilises peer-reviewed academic literature, which
may inadvertently underrepresent the firsthand perspectives of individual business actors operating
directly within this saturated environment. Third, this study does not extensively explore the direct
operational role of regulatory authorities in the formation of these implicit monopolies. Although
this research highlights government investment priorities and acknowledges the sector's vital
regional multiplier effects, it does not investigate the potential presence or absence of deliberate
intent on the part of state authorities.

Accordingly, future research should build upon this study by addressing these limitations
through three distinct pathways. First, subsequent studies should quantitatively assess the exact
frequency and structural concentration of implicit monopolies across Indonesia's construction
industries. Second, future work should empirically validate these qualitative findings by
conducting field interviews or surveys with active business operators. Third, further inquiry is
needed to rigorously explore the political economy and regulatory mechanisms of the sector,
specifically investigating the question of state intent regarding current market structures.
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Lastly, this study highlights critical practical implications for both regulators and industry
actors. Whilst the construction sector remains economically lucrative and strategically vital,
regulators must actively incentivise capital owners to diversify their business portfolios into other
sectors, thereby decongesting the over-saturated construction market. Such regulatory and
oversight improvements can be efficiently executed by mirroring and strengthening existing legal
frameworks, minimising the added cost of governance. For business actors trapped in a saturated
ecosystem that routinely prioritises immediate survival over long-term strategic planning, the most
viable path forward is a strategic pivot. Firms must diversify or redirect their investments into less
saturated, more sustainable ecosystems whilst systematically integrating R&D into their corporate
frameworks to foster healthier, non-monopolistic competition.
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