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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 

The Government of Indonesia’s National Medium-Term Development Plan, 2020–2024 (RPJMN) seeks to strengthen 
economic resilience in support of quality growth.a The RPJMN targets gross domestic product (GDP) growth of 5.4%–
6.0% per year during the period of the plan. The government expects to reduce poverty incidence from 9.4% in 2019 
to 6.5%–7.0% in 2024. To achieve this, the RPJMN focuses on human capital development, through skills development 
among others, as a critical driver of long-run economic growth. This underpins the transition to an upper middle-income 
country. The RPJMN is complemented by the National Strategy to Accelerate Stunting Prevention, 2017–2021, which 
aims to prevent child stunting caused by malnutrition in as many as 2 million children. Meeting these targets will be 
even more challenging in the wake of the global coronavirus disease (COVID-19) pandemic. Learning outcomes are 
likely to have worsened because of school closures, and non-COVID-19 public health outcomes have deteriorated. The 
Asian Development Bank (ADB) country partnership strategy (CPS) for Indonesia, 2020–2024 is closely aligned with 
the RPJMN’s goals, and targets more inclusive and environmentally sustainable growth.b Under the CPS, ADB 
resources will be prioritized toward (i) improving well-being, (ii) accelerating economic recovery, and (iii) strengthening 
resilience. The CPS, 2020– 2024 places a strong emphasis on a structural transformation of the economy, building 
productive capacity, and developing human capital to improve Indonesia’s global competitiveness. The Boosting 
Productivity through Human Capital Development Program is a comprehensive intervention that is fully aligned with 
both the RPJMN and the CPS and will enhance labor productivity, which is critical for long-run growth.  

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

1.   Key poverty and social issues.c Indonesia has posted solid and stable growth over the past decade, leading to 
impressive poverty reduction and significant improvements in living standards. From 2010 to 2019, Indonesia’s 
economy grew by 5.4% on average. As a result, poverty declined steadily from 19.1% in 2000 to 9.2% in 2019. 
However, the COVID-19 pandemic threatens to wipe out the gains in poverty reduction achieved over the past decade 
and push a significant number of displaced workers into poverty. Moreover, it also risks the great strides made in 
building human capital, including improvements in health, survival rates, school enrollment, and reduced stunting. From 
March to September 2020, the poverty rate increased from 9.78% to 10.19%, translating to an increase of about 
1.13 million poor people and turning back 3 years of progress in poverty reduction. In 2020, the unemployment rate 
rose to 7.1%, the highest in a decade, corresponding to about 9.8 million unemployed workers. The youth 
unemployment rate also increased to 20.5% in 2020 from 18.6% in 2019. Further, the COVID-19 pandemic poses risks 
to human capital through school closures and disruptions in access to essential health services and causes a rise in 
poverty and malnutrition. According to the United Nations Educational, Scientific and Cultural Organization (UNESCO), 
about 68 million Indonesian children and youth have been affected by school closures—6 million pre-primary school 
students, 29 million primary school students, 25 million secondary students, and 8 million tertiary students.d  

2. Beneficiaries. The main beneficiaries of the program are children and young adults. Other beneficiaries are 
job seekers and employers. The program also benefits unemployed workers through the newly introduced 
unemployment insurance program. Government officials also benefit from the program because of the reforms related 
to implementing the Sustainable Development Goals (SDG) and to improving related monitoring tools. 

3. Impact channels. Impact channels include the following in each of the three reform areas: (i) achievement of SDG 
targets; more people covered by health insurance; (ii) more youth in higher education and employment; higher 
employment and wages; and (iii) automatic income stabilizer during crises, higher coverage of social protection 
programs; (iv) higher educational attainment and improved health outcomes. 

4. Other social and poverty issues. Public awareness of reform measures is critical during implementation.  

5. Design features. Reform areas 2 and 3 are directly related to poverty reduction because of their focus on 
improving learning outcomes in school, raising the quality of technical and vocational education and training (TVET) 
and higher education, preemployment assistance for young people, improving the targeting of social protection 
programs, providing income support to the unemployed, and a health care strategy to raise human capital. 
Reform area 1 ensures better tracking of SDGs and resource allocation to education, health, and social protection, thus 
also contributing to poverty reduction. 

http://www.adb.org/Documents/RRPs/?id=54461-001-3
http://www.adb.org/Documents/RRPs/?id=54461-001-3
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C. Poverty Impact Analysis for Policy-Based Lending 

1. Impact channels of the policy reforms. The program will lead to poverty reduction by improving the quality of 
human life through access to better health, education, and social assistance. A reduction in stunting across Indonesia 
will benefit poor families in poverty-stricken areas, improving life prospects for their children.  

2. Impacts of the policy reforms on vulnerable groups. Policy actions in reform area 3 will directly impact the lives 
of vulnerable groups by increasing the coverage of social protection programs and better health care services. 
Improved employment services and TVET reforms will improve the employability of women and girls.  

3. Systemic changes expected from the policy reforms. Reforms to achieve the SDG targets—including increased 
coverage of national health insurance, improved quality of teaching in Indonesian schools, improved quality and 
relevance of TVET training, and improved collection of beneficiary databases for social protection programs—will 
have a long-term and systemic impact on poverty reduction as well as pro-poor and inclusive growth.   

 

II. PARTICIPATION AND EMPOWERING THE POOR 

1. Participatory approaches and project activities that will strengthen inclusiveness in project implementation. 
As part of the program preparation process, consultations were held with the government, and the program used the 
government’s consultation and participation processes to engage with a wide range of stakeholders. This included 
private sector associations and local governments for the implementation of JobStart. 

2. CSO participation. The program supports government processes to engage with various civil society stakeholders, 
including nongovernment organizations. 

3. Approaches of CSO participation envisaged during project implementation: 
  Information gathering and sharing (L)  Consultation (L)    Collaboration (N)  Partnership (N) 
4. Participation plan.  Yes.  No. The program supports government consultation and participation processes. 

III. GENDER AND DEVELOPMENTe 

Gender mainstreaming category: effective gender mainstreaming 

1. Key issues.f The female labor force participation rate (54.03%) is significantly lower than that of males (82.14%). 
About 61.80% of women work in the informal sector and only 38.20% work in the formal sector.  In contrast, 53.71% of 
men work in the informal sector and 46.29% work in the formal sector. According to Statistics Indonesia (BPS), in 2017 
only 30% of women of productive age worked in science, technology, engineering, and mathematics (STEM). However, 
the COVID-19 pandemic-induced economic crisis has affected the labor force in Indonesia. A number of workers have 
been furloughed and even laid off as the crisis has disrupted companies’ operations. On balance, women have been 
more heavily affected than men. Research in 2020 by The SMERU Research Institute highlighted six economic sectors 
with the potential to be heavily impacted by the pandemic: accommodation and food service activities, trade, 
transportation and storage, construction, manufacturing, and other services activities. Based on the 2019 National 
Labor Force Survey (Sakernas) and National Socioeconomic Survey (Susenas) data, these six sectors are dominated 
by workers from the middle class who are mostly high school graduates. Moreover, accommodation and food service 
activities, trade, and transportation and storage are dominated by informal workers, which are more likely to be women. 
Findings from a UN Women survey in 2020 also revealed that women in Indonesia depend largely on income from 
family businesses, which has shrunk for 82% of women and 80% of men because of COVID-19. The pandemic has 
also exposed women’s vulnerability to shocks in the labor market, particularly for informal workers. COVID-19 has 
pushed 2.76 million more Indonesians into poverty Some 36% of women in informal employment decreased their paid 
work time, compared with 30% of men in informal employment. . In addition, gender inequalities have widened as 
women take on additional caring responsibilities. Mothers were three times more likely to care for children than fathers: 
71.5% of households said the mother was taking the lead in supporting children with home schooling compared with 
only 22% of households that said it was the father. Half of these women were also engaged in paid work to support 
their families. They are struggling to find a balance between work and the additional responsibilities posed by school 
closures. Finally, more households headed by women (56.7%) said they did not have savings to help cushion the 
impact of the crisis compared with households headed by men (50.6%). With the rise in poverty and the unemployment 
rate, and reduced mother and child health services during the pandemic, Indonesia’s fight against stunting may also 

be affected.  

2. Key actions. Reform area 1: strengthened policies to finance and monitor the implementation of the SDGs: (i) the 
use of the Village Fund is prioritized for achieving the village SDGs, including strengthening food security and stunting 
prevention; and (ii) developing inclusive villages with increased participation by village women. Reform area 2: improved 
educational attainment and skills development: (i) JobStart training in Bandung Barat and Makassar targeting 45% 
female jobseekers; (ii) gender-responsive life skills training modules developed; (iii) preemployment card program with 
over 5 million beneficiaries (of whom 45% are women) in 2020 and an additional 1.8 million beneficiaries in 2021 across 
34 provinces; and (iv) a digital marketplace for in-service training on student-centered teaching and learning practices 
(of the total participating teachers, 40% were women).  Reform area 3: Enhanced social protection and public health 
systems: data on beneficiaries with the national identification number are sex and disability-disaggregated, including 
data on female and male headed households. 

 Gender action plan   Other actions or measures   No action or measure 
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IV. ADDRESSING SOCIAL SAFEGUARD ISSUES 

A. Involuntary Resettlement  Safeguard Category:  A     B       C      FI 
1. Key impacts. Based on an assessment of the proposed policy actions, the program will not entail involuntary land 

acquisition resulting in physical or economic displacement of people. 
2. Strategy to address the impacts. Not applicable 
3. Plan or other Actions 

  No action  

B. Indigenous Peoples Safeguard Category:  A     B      C      FI 
1. Key impacts. An assessment of the policy actions indicate that the program will not impact on indigenous 
communities.  
Is broad community support triggered?     Yes                     No 
2. Strategy to address the impacts. Not applicable 
3. Plan or other actions 

 No action   

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. 
   unemployment (L)   underemployment (L)   retrenchment (L)    core labor standards (L) 

2. Labor market impact. A positive impact is expected for both informal and formal workers. Re-skilling programs will 
also help unemployed workers reenter employment, while the new unemployment insurance will provide income 
support to the unemployed. Improved accuracy and targeting of social protection programs will help both formal and 
informal workers. Better education and training will increase the wages of workers in the long run.  

B. Affordability.  Not applicable 

C. Communicable Diseases and Other Social Risks   
1. The impact of the following risks are rated as high (H), medium (M), low (L), or not applicable (NA):  

   Communicable diseases (M)      Human trafficking (NA)     Others (NA) 
This program will positively impact the government’s ability to tackle the impact of public health crises such as the 
COVID-19 pandemic.   

2. Risks to people in project area. Not applicable 

VI. MONITORING AND EVALUATION 

1. Targets and indicators. Several outcome indicators are directly relevant for poverty reduction and social 
development: (i) learning adjusted years of schooling; (ii) youth not in education, employment, or training (NEET);  
(iii) social safety net coverage of the poorest quintile; (iv) prevalence of stunting; and (v) out-of-pocket expenditure as 
a share of total health expenditure.  

2. Required human resources. A multisector headquarters and resident mission team has designed the program. 
Additional technical assistance has been mobilized by ADB’s Southeast Asia Department to ensure timely and effective 
implementation and monitoring of the program’s social- and gender-related design features and to assess related 
impacts. The government will also monitor the implementation of government measures and provide data to ADB.  

3. Information in the project administration manual. Not required for this program since no project is included. 

4. Monitoring tools. National data sets from the Ministry of Finance; the Ministry of Education, Culture, Research and 
Technology; the Ministry of Social Affairs; the Ministry of Health; and Statistics Indonesia (BPS). 
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