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I. POVERTY AND SOCIAL ANALYSIS AND STRATEGY 

Poverty targeting: general intervention 

A. Links to the National Poverty Reduction and Inclusive Growth Strategy and Country Partnership Strategy  

One of the key agendas for the National Medium-Term Development Plan (RPJMN), 2015–2019 is poverty 
reduction. Similar to RPJMN, 2010–2014, the new one is expected to focus on ensuring poverty reduction through 
(i) achieving higher, sustainable, and inclusive economic growth; (ii) improving the quality of the public sector;  
(iii) fostering democratic development; and (iv) strengthening the rule of law. The new RPJMN will likely include key 
poverty reduction activities that are similar in theme to those of the previous RPJMN. The Stepping Up Investments 
for Growth Acceleration Program (SIGAP) supports the national poverty reduction strategy by providing more 
productive employment for the poor through more public and private investments. Improved business environment 
and better infrastructure facility will facilitate more investments. SIGAP will also indirectly empower the poor to break 
the poverty cycle by providing more opportunity for the poor to be entrepreneur in micro and small enterprises due 
to more investments.  

B.  Results from the Poverty and Social Analysis during PPTA or Due Diligence  

1.  Key poverty and social issues. The program is classified as a general intervention because its proposed outputs 
will benefit all citizens, including the poor. Keys to poverty issues addressed by the program are how to ensure 
equitable and inclusive growth while providing opportunities for entrepreneurs to start a business. Income inequality 
in Indonesia has been rising, with the overall Gini coefficient increasing from 0.35 in 2009 to 0.41 in 2012. Most 
inequality also happens in urban areas. For example, in 2012, the Gini coefficient for urban is higher (0.43) than in 
rural areas (0.33). In addition, disparity among and within regions continues to persist: poverty incidence in Papua 
and West Papua is more than double the national average, whereas in Jakarta, Bali, South Kalimantan, and Bangka 
Belitung, poverty incidence is less than half the national average. In addressing poverty, the government has 
introduced a number of measures. However, lack of policy–program linkages and institutional coordination both 
horizontally and vertically have hampered the implementation of the government’s poverty reduction measures. In 
addition, national and local government poverty reduction policies and programs often overlap, which causes 
confusion during the implementation. The program is designed to introduce measures to attract more investments, 
simplify procedures for foreign investment, provide fiscal incentives for investment in lagging regions, and reduce 
the cost of and improve the ease of doing business. Enhanced infrastructure will increase access by the poor to 
social services, especially in rural and remote areas. While the impact on poverty reduction will be felt indirectly, 
improving business climate is crucial to the government’s efforts to alleviate poverty. Higher growth rates will also 
increase government revenues, enabling increased spending on education, housing, and health, which will provide 
maximum benefits to the poor. The program’s impact will be increased investment as a share of gross domestic 
product. The outcome will be an improved enabling environment for more private and public investments. 
 
2. Beneficiaries. The program’s proposed outputs will benefit all citizens, including the poor, by improving the 
business and investment climate, encouraging more infrastructure investment, and improving the governance 
framework for more public investment. 
 
3. Impact channels. ADB study on Indonesia’s binding constraint to growth shows that improvements to investment 
climate and infrastructure directly relate to poverty reduction.

1
 There is a positive correlation between improvements 

in doing business and the poverty rate, and there is a direct causal relationship between an improved, more 
conducive investment climate and poverty reduction. In a similar vein, a recent International Monetary Fund working 
paper shows that more and better infrastructure improves income distribution.

2
 These findings, along with the 

proven role of infrastructure in enhancing productivity and growth, suggest that infrastructure development can 
affect both poverty reduction and inclusive growth. Indonesia must address the binding constraints that impede 
investments, i.e., unclear regulatory framework, inadequate infrastructure, and weak supply of labor. The 
government has begun fast-tracking resolutions to address low private and public investments, and RPJMN,  
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2015–2019 is expected to intensify this reform agenda. The challenge for the new administration will be to 
consolidate past reform measures and renew commitment to higher levels of investment, mapping a way forward 
that is credible both within and outside Indonesia.  
 
4.  Other social and poverty issues. The government has a comprehensive poverty reduction strategy, with a 
number of large social assistance programs that are delivered in both rural and urban areas. Key social assistance 
programs include the Raskin rice subsidy, the national health insurance program, a conditional cash transfer 
program for the extremely poor, and a cash for poor students program. The overall package of programs aimed at 
the urban poor covers most basic needs, though there are substantial issues of program design, efficiency, and the 
quality of services being delivered that have emerged from various studies.  
 
5.  Design features. The program aims to (i) create a more predictable and open business environment to attract 
more foreign direct investment, (ii) increase domestic investment, (iii) reduce the cost of doing business, (iv) and 
diversify modalities for infrastructure financing by piloting new public sector modalities for infrastructure financing 
and creating a conducive environment for private financing of infrastructure projects. The aims will be achieved in 
order to (i) facilitate access of local governments to capital markets for infrastructure projects, (ii) motivate more 
infrastructure spending from local governments’ available budget resources, (iii) introduce new instruments to 
finance infrastructure projects, (iv) support bankability and proper preparation of public–private partnership projects, 
and (v) expedite and improve transparency of the public procurement process to increase utilization of budget 
through more efficient and automated public procurement. The outcome of the aim will accelerate the creation of 
productive jobs and continue poverty reduction, reviving growth and diversifying the economy through increased 
investments in non-primary products. Subprogram 2 will be supported by a project preparatory technical assistance 
that will verify the impact of a better investment climate on the participation of small and medium-sized enterprises in 
the economy, and the impact of diversified infrastructure financing modalities on infrastructure projects and on the 
community.  
 
Specific analysis for policy-based lending. The program affects poverty reduction through providing more 

opportunities for people to work as more direct investments occur, and also through improved infrastructure. The 
program’s impact is high, leading to economic growth that is expected to occur over the medium (4–10 years) to 
long term. However, more immediate reforms (e.g., the easing of restrictions on foreign investment and on starting 
businesses, improvements in the organizational structure of public–private partnerships, and the introduction of new 
financing modalities for infrastructure financing) should have a short-term (1–3 years) impact. 

C.  Poverty Impact Analysis for Policy-Based Lending 

1.  Impact channels of the policy reform(s). There are limited opportunities for the inclusion of specific pro-poor 
elements in the design of the program. The key anticipated impacts on poverty will be through (i) enhanced 
investment levels and growth; (ii) greater affordability of high-quality infrastructure; (iii) enhanced infrastructure that 
will provide business opportunities, create employment opportunities for unskilled urban and rural labor, and support 
income generation; (iv) an improved enabling environment for more private and public sector investment; and  
(v) improved competitiveness. 

2.  Impacts of policy reform(s) on vulnerable groups. No adverse impacts. 
 
3.  Systemic changes expected from policy reform(s). The program will have a positive effect on reducing poverty 
and attaining inclusive growth by providing more job opportunities through increased investments, more 
opportunities for entrepreneurs, improved public service delivery through better infrastructure, and improved budget 
efficiency through more transparency in the public procurement process.  

II. PARTICIPATION AND EMPOWERING THE POOR 

1.  Participatory approaches project activities. The program intends to work with academia and the nonprofit private 
sector (such as KPPOD) to conduct studies or surveys that will increase the capacity of the government in evidence-
based policy making and deepen the dialogue of the Asian Development Bank (ADB) with the government.   
2.  If civil society has a specific role in the project, summarize the actions taken to ensure their participation. Civil 
society (i.e., academia and the nonprofit private sector) will conduct surveys and studies. 
3.  Civil society organizations. Studies or surveys conducted by civil society organizations will influence ADB’s policy 
and implementation discussion.  
4.  The following forms of civil society organization participation are envisaged during project implementation, rated 
as high (H), medium (M), low (L), or not applicable (NA). Not applicable. 
         Information gathering and sharing   Consultation    Collaboration    Partnership 
5.  Participation plan. 
        Yes.    No. Social safeguard issues are not considered significant. 

III. GENDER AND DEVELOPMENT 

Gender mainstreaming category: The Stepping Up Investments for Growth Acceleration Program (SIGAP) is 
categorized as no gender elements.  Drawing a comprehensive conclusion on issues related to gender and income 
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poverty in Indonesia is difficult as consistent disaggregated data by sex is not available throughout the country. 
Women’s participation has increased, with declines in female unemployment and higher ratios of female officials in 
government institutions and the legislature.
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A.  Key issues. There are no key gender issues relevant to the program. 
B.  Key actions. Given the characteristics of the program, it is not amenable to gender designs. 

       Gender action plan      Other actions or measures      No action or measure 

IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A.  Involuntary Resettlement  Safeguard Category:  A     B      C      FI 

1.  Key impacts.  Not applicable. 
2.  Strategy to address the impacts. Not applicable. 
3.  Plan or other Actions. 

  Resettlement plan 
  Resettlement framework

 

  Environmental and social management 
system arrangement 

  No action 

  Combined resettlement and indigenous peoples plan 
  Combined resettlement framework and indigenous peoples 

planning framework
 
 

  Social impact matrix
 

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 

1.  Key impacts. None. 

Is broad community support triggered?     Yes                     No 

2.  Strategy to address the impacts. None. 

3.  Plan or other actions. 
   Indigenous peoples plan 
   Indigenous peoples planning framework  
   Environmental and social management system 

arrangement
 

   Social impact matrix 
   No action      

   Combined resettlement plan and indigenous  
peoples plan 

   Combined resettlement framework and 
indigenous peoples planning framework 

   Indigenous peoples plan elements integrated in 
project with a summary 

V. ADDRESSING OTHER SOCIAL RISKS 

A. Risks in the Labor Market  

1.  Relevance of the project for the country’s or region’s or sector’s labor market.  Indicate the impact as high (H), 
medium (M), and low or not significant (L).    
L  unemployment   L  underemployment  L  retrenchment   L  core labor standards  

2. Labor market impact:  No such risks envisaged. 

B. Affordability Not applicable. 

C. Communicable Diseases and Other Social Risks  

1.  Indicate the respective risks, if any, and rate the impact as high (H), medium (M), low (L), or not applicable (NA):  
   Communicable diseases      Human trafficking    
   Others (please specify)   

     No such risks. 
2.  Risks to people in project area. 
     Not applicable. 

VI. MONITORING AND EVALUATION 

1.  Targets and indicators. Not required for this program. 
2.  Required human resources. Not required for this program. 
3.  Monitoring tools. 
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