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SOCIAL PROTECTION PROGRAMS ANALYSIS 
 
I.  Overview 
 
1. Poverty has declined consistently over time in Indonesia, from 16.0% in 2005 to 11.1% 
in 2015. While poverty has declined, inequality has become more prominent, with the Gini 
coefficient estimated at 0.30 in 2010 and 0.40 in 2015. Outcomes have also been uneven 
across provinces and between urban and rural areas across the country. As figure 1 illustrates, 
inequality tends to be higher in urban areas and lower in rural areas, while poverty tends to be 
lower in urban areas and higher in rural areas. Urban areas on Java tend to have higher levels 
of inequality, while rural areas in Sumatra and Kalimantan tend to have lower inequality.  
 
Figure 1: Inequality and poverty trends in Indonesia by province for urban and rural areas, 2015 

 
Source: BPS (2016) Inequality of population expenditure in Indonesia: September 2015, Statistics Indonesia, Jakarta; 
BPS (2016) Overview of poverty in Indonesia: September 2015, Statistics Indonesia, Jakarta.  

 

2. Poor households in Indonesia tend to be larger than non-poor households, with an 
average size of 4.76 and 3.73 members respectively.1 Heads of poor households have an 
average of 5.23 years of schooling, while heads of non-poor households have an average of 7.9 
years of schooling. Figure 2 further illustrates that poor households have low levels of education 
attainment, with 78.5% of poor households heads having primary school or below as their 
highest level of education attainment. In comparison, one in three non-poor household heads 
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have completed high school or have post-secondary qualifications. Disparities become more 
pronounced upon examination of the top and bottom 10% of expenditure distribution, with one-
third of household heads in the top decile having tertiary education, while only 1% of household 
heads in the bottom 10% of expenditure distribution have tertiary education.2 
 
Figure 2: Education attainment of poor and non-poor households, 2014 (%) 

 
Source: BPS (2015) Indikator Kesejahteraan Rakyat, Badan Pusat Statistic, Jakarta.  

 
3. Poor and non-poor households also have uneven employment outcomes. The labor 
force participation rate of the poorest 10% of households tends to be higher than the richest 
10% of households, with access to quality jobs a major challenge for the poor.3 Two-thirds of 
poor household heads are either jobless or work in the agriculture, where earnings are the 
lowest and underemployment is high.4 Half of non-poor household heads work in the services 
sectors, and are more likely to be in full-time employment. Examination of the top and bottom 
10% of expenditure distribution reveals that over 60% of household heads in the top 10% of the 
expenditure distribution work as regular employees, while only 1 in 5 of household heads in the 
bottom 10% of the expenditure distribution work as regular employees.5  
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4. To address poverty and inequality, the Government of Indonesia seeks build a strong 
foundation for the economy to produce quality jobs, provide a comprehensive set of social 
protection programs, promote the development of sustainable livelihoods, and support the 
expansion of basic services. In this regard, a range of social protection and social security 
interventions are provided, including social services, targeted social transfers, and subsidies. 
Table 1 provides an overview of expenditure across Indonesia’s major household based social 
protection programs in 2015. The table highlights that expenditure is highest on the national 
health insurance program, followed by cash transfer programs, and subsidies.  
 
Table 1: Household based social protection expenditure, 2015 (Rp, trillion) 

Program Central government 
expenditure (Rp. trillion) 

National health insurance program (Jaminan Kesehatan Nasional - JKN) 20.3 
Family Welfare Savings Program (Program Simpanan Keluarga Sejahtera – PSKS) 14.7 
Smart Indonesia Program (Program Indonesia Pintar - PIP) 13.9 
Family Hope Program (Program Keluarga Harapan – PKH) 6.1 

Rice for the Poor Program (Beras untuk Keluarga Miskin – RASKIN) 18.9 

Source: World Bank (2015) Indonesia economic quarterly, December 2015, World Bank, Jakarta. * Excludes sub-
national expenditures.  

 
5. The Government’s Social Security Agency (Badan Penyelenggara Jaminan Sosial – 
BPJS) implements the national health insurance program (Jaminan Kesehatan Nasional - JKN). 
JKN guarantees participants access to health care that meets basic health needs, including 
preventive, curative, and rehabilitative services. Its goal is to reach universal coverage for all 
citizens by 2019. In 2016 167 million people or 65% of the population were members of JKN 
and over 50% of households had used its service within the last 12 months.6 The funding for the 
implementation of JKN comes from contributions from workers and employers, as well as the 
Government. In particular, insurance premiums for those who fall within the bottom 40% of 
Indonesia’s income distribution are covered by the Government, while formal workers’ 
premiums are covered their employers, and informal workers are required to individually register 
for JKN and make monthly payments. The proportion of JKN members that actively make 
contributions has been increasing, with 21 million of 46 million of regular employees (46%) 
contributing to health insurance through their employers in 2016.7 However, contributions have 
been less than the cost of health care service provision. The Government has provided capital 
injections and increased fees for services, while also strengthening service quality and outreach 
services in order to improve coverage and contribution rates.  
 
6. In addition to JKN, BPJS also implements employment related social security programs, 
including workplace injury insurance (Jaminan Kecelakaan Kerja - JKK), life insurance (Jaminan 
Kematian - JKM), the provident fund (Jaminin Hari Tua - JHT), and the retirement pension. 
Coverage and active participation is a challenge for these programs, with between 8 million and 
15 million employees actively contributing as members.8 Less than 5% of households are 
covered by these programs.9 Low levels of active enrolment limit the effectiveness of the 
programs in providing their social security function. To address this issue, the Government is 
improving the ease of doing business to expand the formal economy and partnering with 
platforms, such as Go-Jek and Grab taxi services, to provide informal economy workers with 
better access to services.10  
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7. In 2014 the government introduced the Family Welfare Savings Program (Program 
Simpanan Keluarga Sejahtera – PSKS),11 which provides an unconditional cash transfer to 
eligible households through electronic systems. Beneficiaries are issued with an enrolment card 
(Kartu Keluarga Sejahtera - KKS) and the program is administered through an electronic card 
that includes a saving account and a SIM card for digital finance services (Kartu Simpanan 
Keluarga Sejahtera - KSKS). The PSKS had a budget of Rp14.7 trillion in 2015 to provide 
households in the bottom 25% of Indonesia’s income distribution with monthly transfers of 
between Rp200,000 and Rp400,000. However, coverage is lower than targeted, with 13.1% of 
households possessing a KKS in 2015, with possession of KKS higher in rural areas (16.8%) 
than urban areas (9.4%).12 Another program introduced by the government in 2014 was the 
Productive Families Program (Program Kegiatan Produktif Keluarga – PKPK), which allows 
KKS holders apply for a business grant and undertake productive activities.  
 
8. Longstanding flagship programs that provide conditional cash transfers include the 
Family Hope Program (Program Keluarga Harapan – PKH) and the Smart Indonesia Program 
(Program Indonesia Pintar - PIP). PKH had a budget of Rp6.1 trillion in 2015 to provide the 
poorest 5% of the population with cash transfers of up to Rp2.8 million per year. Households are 
eligible if they include a pregnant woman, a child younger than 5, or 2 or more children 
completing their compulsory education.13 In order to receive the transfer, the PKH requires 
pregnant mothers to visit a health care center 4 times in their pregnancy; children under 6 to 
visit a health clinic for vitamins, immunizations, and weight and height measurements; and 
school-aged children to maintain an attendance rate of 85%.  
 
9. PIP replaces the Poor Student Assistance Program (Bantuan Siswa Miskin - BSM), with 
a budget of Rp13.9 trillion to provide an identify card (Kartu Indonesia Pintar - KIP) and a 
transfer of up to Rp1 million per year to promote school attendance and reduce dropouts among 
vulnerable children.14 It is available to students qualifying for KKS, PKH, orphans, dropouts and 
those at risk, and victims of natural disasters. Coverage is lower than targeted, with 9.5% of 
households receiving support from PIP in 2015.15 It was most common for PIP beneficiaries to 
receive support for primary school aged children (70.2%), followed by those enrolled in junior 
high school (29.1%) and senior high school (12.4%).  
 
10. Subsidies in Indonesia can be divided into energy and non-energy subsidies. Diesel and 
gasoline subsidies have been removed and reforms to improve the efficiency of energy 
subsidies are being considered.16 Meanwhile, the non-energy subsidy programs are provided 
for food, fertilizer, seeds, transport and public service, business credit, and taxes (See Annex I). 
The Rice for the Poor Program (Beras untuk Keluarga Miskin – RASKIN) provides subsidized 
rice to poor families in support of food security. The program was provided with a budget of 
Rp18.9 trillion in 2015 to support families in the bottom 25% of the income distribution by 
providing 15kgs of rice at 20% to 30% of the market price.17 In 2015 42.6% of households in 
Indonesia received support from RASKIN, which is greater than the intended target.18 Of these 
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households, 68.1% bought 15kg of subsidized rice over a 3 month period for an average price 
of Rp2,285 per kilogram.  
 
11. The Peoples’ Business Credit (Kredit Usaha Raykat – KUR) provides subsidized credit 
to micro, small and medium enterprises (MSMEs) and cooperatives. The program is 
administered by commercial banks provides loans of between Rp25 million and Rp500 million at 
a low interest rate of 12%. However, the penetration rate of the program is still low, with only 
100,000 out of 3.7 million manufacturing MSEs or 3% of households reporting to have a loan 
through KUR in 2015.19  
 
12. Finally, in 2015 the government launched a program to build 1 million houses annually, 
including 600,000 houses for Low Income Communities (Masyarakat Berpenghasilan Rendah - 
MBR).20 The Government subsidies the MBR program with (1) low interest credit through a 
revolving fund (2016 budget of Rp11.3 trillion); (2) housing down payment (2016 budget of 
Rp1.2 trillion); and (3) VAT exemption for homes within a certain price.  
 
II. Trends in social protection programs and pro-poor expenditures 
 
13. Between 2010 and 2014, the Central Government’s spending on health and social 
protection was low, at less than 2% and 1% of the budget respectively over the period.21 
Allocations earmarked for health declined from Rp18.8 trillion in 2010 to Rp10.9 trillion in 2014, 
with the budget for general public service increasing. Meanwhile, allocations for social 
protection increased from Rp3.3 trillion in 2010 to Rp13.1 trillion in 2014 as the fuel subsidy was 
removed. In 2015 the Ministry of Finance introduced Ministerial Regulation No. 127/2015 
concerning the Classification of the Budget, which saw expenditure items in general public 
service reclassified into health and social protection expenditures. The restructuring has 
increased certainty on health and social protection expenditures, particularly for the BPJS 
programs. Figure 3 illustrates that the share of expenditure on social and economic 
development increased dramatically in 2016. In 2016 12% of the central budget was allocated 
towards social protection and 5% allocated to health. The Central Government budget for social 
protection in 2016 amounted to Rp158.1 trillion, with the budget for the BPJS programs on 
health insurance and pensions amounting to Rp108.6 trillion. The allocation for health amounted 
to Rp67.2 trillion, with Rp25.6 trillion allocated for JKN – at 25% increase in budget from the 
previous year (See Table 1 and Annex I).  
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Figure 3: Central government expenditure by function, 2010-2016 

 
Source: Republik Indonesia (2016) Buku II: Nota Keuangan, beserta anggaran pendapatan dan belanja Negara, 
Republik Indonesia, Jakarta. 

 

III. Impact of social protection and pro-poor expenditures on poverty and inequality 
 
14. Poverty has been declining in Indonesia, with the number of people below the national 
poverty line of Rp354,386 in March 2016 estimated at 28 million or 10.9% of the population.22 
However, the Gini coefficient remains high, and the depth and severity of poverty have 
worsened over time, particularly for rural areas. The pace of poverty reduction has also slowed. 
To address these challenges, the Government is taking steps to improve efficiency and 
innovation in pro-poor expenditure, in order to reach the remaining poor and to reverse poverty 
depth and severity trends.  
 
15. There are several key factors that can help to improve the effectiveness of social 
protection programs, including coverage, service quality, rural access, targeting, and program 
design. For example, the implementation of the JKN faces challenges including low enrolment 
rates and a high claims ratio.23 The number and distribution of health care facilities, along with 
health care workers employed in these facilities, is also inadequate to meet demand. 
Addressing these challenges is important for several reasons. In particular, impact evaluations 
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reveal that child malnutrition in Indonesia is strongly influenced by maternal education and 
access to primary health facilities.24 Therefore, expanding health insurance coverage and 
improving access to primary health facilities is an important element of improving child health 
outcomes. In addition to improvements that the government is already implementing, further 
improvements to health insurance coverage and service utilization may require incentives such 
as conditional cash rebates, on the spot enrolment, or further expansion of awareness raising 
campaigns. The government is currently using evidence based assessment approaches to 
identify the most effective mechanisms for expanding coverage.25 
 
16. Social protection spending that provides a cash transfer to households is the most pro-
poor of all government expenditure items.26 However, some programs are more effective than 
others, with a comparative evaluation of the PKH, RASKIN and BSM in 2012 finding that every 
Rupiah spent on PKH is 2.5 times more effective than RASKIN and 6 times more effective than 
BSM in reducing inequality. Since the 2012 assessment, the government has focused on 
improving effectiveness. For example, due to positive program evaluations, the number of 
households covered under PKH has been expanded and its budget has been increased. The 
BSM has undergone significant reforms, with its effectiveness improved through the introduction 
of a smart card system which allows for more efficient targeting, more timely release of funds 
and an increase in the frequency of transfers. In addition, the National Team for the 
Acceleration of Poverty Reduction, in coordination with the Ministry of Social Affairs, is 
strengthening its unified database. This database to become an integral part of social protection 
systems to improve targeting across all programs.27 
 
17. Evaluations of the PKH have found that the program has been effective at increasing 
consumption, improving pre-natal visits and immunizations, and reducing severe stunting.28 
PKH also has a positive influence on school enrolment and on the reduction of child labor. To 
further improve the efficiency of the PKH, findings from control trial evaluations emphasize that 
self-targeting vis-à-vis automatic asset test screening systems tend to have lower inclusion 
errors and is therefore likely to be more effective in improving beneficiary targeting.29 Meanwhile 
evaluations of RASKIN have found that many non-poor benefit from the program, while the poor 
were often required to pay more than the official copay.30 It is estimated that eligible households 
receive only one-third of the subsidy. Therefore, the government is currently considering various 
strategies to strengthen program outcomes, such as a non-cash voucher system to improve 
targeting and making additional food items available under the program in order to address high 
levels of malnourishment and improve nutritional outcomes.  
 
18. The effectiveness of the KUR is hindered by its scope and program design. Lack of 
access to finance is a key obstacle faced by MSMEs; however strong incentives remain for 
firms to stay informal and many MSMEs are not attractive clients for the commercial banks that 
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administer the program. KUR beneficiaries are usually existing bank clients and are unlikely to 
be poor. However, the evidence available shows that MSMEs receiving KUR increase their 
productivity, create more jobs, and increase consumption within their households.  
 
IV. Summary and conclusion 
 
19. The government has introduced a range of reforms to improve the efficiency and 
effectiveness of its interventions for reducing poverty and improving inequality. These include 
improved targeting mechanisms through usage of database systems and reducing leakages 
through introducing electronic payment systems. Basic services and social transfers have been 
expanded, while price subsidies that primarily benefited the non-poor have been reduced. The 
composition of government spending has been improved, which should see spending have a 
greater impact on poverty and inequality reduction. Ongoing forward, it will be important to 
ensure that reforms that are currently being proposed are carefully considered and that the 
government maintains a commitment to evidence based policy reform.  
 
20. In addition, it was noted that the poor tend to have lower levels of education attainment 
and that access to quality employment is a challenge for the poor. Investments that support skill 
formation for the poor are therefore important for improving their livelihoods and addressing 
equality. Such investments are also essential for driving gains in labor productivity and 
expanding productive employment. The government has increased investment in education, 
which has expanded the pool of educated workers. However, investing in skills cannot be “one 
size fits all.” Different solutions will be needed as Indonesia transitions to a richer, more 
developed economic model. Given its youthful population, policies that support skill-building for 
new entrants to the labor force to ease the school-to-work transition and reduce youth 
unemployment are especially important. Quality apprenticeship systems are normally the gold-
standard solution for addressing such challenges. Another step will be to ease skill mismatches 
by making it easier for workers to gain new abilities or upgrade existing skills through improving 
access to a “second chance” to learn new or upgrade skills. Providing such a system is by no 
means straight forward. Ensuring the sustainability of such a system entails substantial private 
sector financing commitment. It also needs to provide tangible assurances of productivity 
improvements in order to justify the use of public funds.  
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Annex I: Allocations for subsidies and health care in Indonesia 
 
Table A: Energy and non-energy subsidies, 2014-2016 (billion rupiah)  

Subsidy 2014 LKPP 2015 APBNP 2016 ABPN 

 
Energy 

Fuel  239,994.1 64,674.8 63,692.8 
Electricity 101,816.3 73,149.2 38,387.4 
Sub-total 341,810.4 137,842.0 102,080.2 
 
Non-energy 

Food  18,164.7 18,939.9 20,993.4 
Fertilizer  21,047.3 39,475.7 30,063.2 
Seeds 308.6 939.4 1,023.8 
Transport and public service 2,085.1 3,261.3 3,752.5 
Business credit  2,760.0 2,484.0 16,474.5 
Tax  5,786.5 9,180.0 8,183.6 
Sub-total 50,152.1 74,280.3 80,490.9 

Source: Kementerian Keuangan (2016) Nota Keuangan dan APBN 2016, Kementerian Keuangan, Jakarta.  
 
Table B: Allocations for health, 2015-2016 (trillion rupiah)  

Entity 2015 APBNP 2016 APBN 

 
Ministry allocations 

Ministry of Health 51.3 63.5 
National Agency of Drug and Food Control 1.2 1.6 
National Population and Family Planning Agency 3.3 3.9 
Other 0.9 1.5 
 
Non ministerial allocations 

Health care services 5.4 5.4 
Reserves for the National Health Insurance Program 1.4 6.8 
 
Reserves 

Government reserves for BPJS health 3.5 - 
 
Transfers to the regions 

DAK Health and family planning 6.8 20.9 
Papua Special Autonomy Fund for health 1.1 1.2 
 
Total 

Total health budget 74.8 104.8 
Total budget 1,984.1 2,095.7 
% allocated to health 3.8% 5.0% 

Source: Kementerian Keuangan (2016) Nota Keuangan dan APBN 2016, Kementerian Keuangan, Jakarta.  
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