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Abstract

This policy brief argues for a comprehensive, responsive, and financially sustainable
social protection in Indonesia beyond Covid-19 on three marginalized groups: the
elderly, at-risk informal workers, and people with disabilities. It proposes an aged and
disability-responsive social protection system for the elderly through social pensions, for
people with disabilities through social assistance transfers coupled with meaningful
concessions, and expansion of social insurance for employment membership for at-risk
informal workers. The goal is to gradually reduce the budget allocation of social pensions
as the ownership of pensions for the productive group improves while ensuring the fiscal
sustainability of the overall social protection system.
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Challenges

G20 countries, including Indonesia are aging; it is estimated that in
2020, 591 million (12 percent) of the population of 4.88 billion in the
G20 countries were above 65 years of age (World Bank Development
Indicators 2020). Japan (28 percent) has the highest proportion of
people over 65 years of age while it is estimated that 17.23 million
Indonesians (6.3 percent) are in this age cohort (World Bank 2020).

Poverty in Indonesia has a strong age dimension with the elderly having
the highest poverty rates.'The elderly poverty rate ranges from above
10 percent to 18 percent as it increases with age. Elderly women have
a higher poverty rate than men at the age of 60-74 years, while the
poverty rate for elderly men is higher than for women at the age of 75
plus years (Susenas 2021, as calculated by TNP2K in 2022). These elderly
portraits are similar to those found in other countries.

Furthermore, the number of people with disabilities is also on the rise
as the global aging trend leads directly to increased numbers of people
with disabilities. It is estimated that one billion people (15 percent)
globally live with some form of disability-with approximately 2-4
percent experiencing significant functional difficulties. Most people
with disabilities are aged over 60 years and 46 percent of elderly live
with either moderate or severe disabilities (WHO 2011).

In 2021, the national poverty rate was 10.14 percent (Susenas 2021).

ENSURING A COMPREHENSIVE, RESPONSIVE, AND

FINANCIALLY SUSTAINABLE SOCIAL PROTECTION FOR THE

ELDERLY, AT-RISK-INFORMAL WORKERS, AND PEOPLE WITH 3
DISABILITIES IN INDONESIA




In Indonesia, it is estimated that 21.9 million people (8 percent of
the total population) have functional limitation/disability.? It is
estimated that 11.5 million of them (36 percent) are above 60 years of
age; and 9.3 million are the working age group (5.3 percent) (Susenas
2021 as calculated by TNP2K in 2022). As the issues of aging and
disability are directly interconnected, it is crucial to understand the
interplay between them to rethink strategies to ensure a comprehensive,
responsive, and financially sustainable social protection system.

Indonesia’s population is dominated by the productive age group of 19—
59 years that constitutes approximately 58 percent of its 272 million
people in 2020. In total, there are around 130 million workforces in
Indonesia; where around 60 percent of them work in the informal sectors
and only 40 percent work in the formal sectors (Sakernas 2020). The
total membership of the social insurance for employment scheme (BPJS
Ketenagakerjaan, 2020) was around 50.7 million, which only represents
39.4 percent of the workforce.

°The calculation of people with disabilities by utilizing Susenas 2021, conducted by TNP2K in
2022 is based on the definition of disability with six criteria referring to the Washington
Group Question Set of Disability (Short-Set Questions on Functioning/WG-SS) consisted of vision,
hearing, cognition (remembering), mobility, self-care (mental) and communication.
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Proposals for (G20

A Twin-track Proposal to Protect Our Elderly and the Future Elderly,
through Elderly Grants/Social Pensions and a Matching Defined
Contribution (MDC)

The Covid-19 pandemic is a test of the resilience of the social
protection system in many countries, including Indonesia. Approximately
1,700 social protection measures have been taken globally to mitigate
the dimpacts of Covid-19-with about 689 social protection measures
implemented by the G20 countries (ILO 2022). It is estimated that more
than 53 percent of the global population (approximately 4 billion
individuals) were not sufficiently protected by any social protection
measures (UN 2021).

An assessment of Indonesia’s social protection system prior to, and
during, Covid-19 shows that Indonesia has all the basic components
toward comprehensive social protection, based on a lifecycle approach
for vulnerable populations. Firstly, the non-contributory scheme/
social assistance is funded by the government (through its general
revenues), in the form of cash and non-cash transfers and in-kind
assistance. Beneficiaries are usually individuals, families, and
households who are generally poor and vulnerable. The contributory
schemes consist of social insurance for health and for employment that
require regular contributions from their members. The livelihood scheme,
which can either be funded by the government and/or the private sector,
aims to increase access to more stable and decent jobs/livelihoods—for
example through training and opening access to job-related information
(TNP2K 2018, updated in 2021). Nevertheless, the coverage and budget
commitment for the elderly, vulnerable workers, and people with
disabilities continue to be limited.
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Indonesia’s elderly experience limited access to social protection,
especially access to old age savings/pensions. The entire population
should ideally have social protection regardless of their economic
status; however, the highest rate of pensions ownership is amongst
households from the higher socioeconomic welfare deciles (8 to 10),
ranging from above 10 percent up to 30 percent of households with
pensions ownership (Susenas 2021, as calculated by TNP2K in 2022). This
shows that having old age savings/pensions are unaffordable.

Based on the review of social protection coverage for the elderly in
2022, approximately 74 percent of Indonesia’s elderly from the bottom
40 percent of socioeconomic welfare have benefited from JKN through the
non-contributory scheme as fully subsidized beneficiaries.
Unfortunately, only 4 percent of Indonesia’s elderly receive social
assistance and approximately 86 percent of the elderly do not have
adequate access to old age savings insurance/pensions (Appendix: Table
1).

The Government of Indonesia continues its commitment to reforming its
social protection system so that all groups across the lifecycle have
comprehensive access to social protection. To address some of the
challenges described above, the first proposal to better protect our
elderly (the existing and the future ones) is to expand the coverage of
social assistance for the elderly (elderly grants/ social pensions)
while simultaneously expanding the membership of at-risk workers in the
informal sector through a matching defined contribution (MDC) scheme in
the social insurance for employment programs.

Since 2018, TNP2K has been advocating and proposing for the expansion
of coverage for the elderly through an elderly grant/ a social pensions
program. This proposal could start with those who are 70 plus years of
age with no access to pensions (pension-tested) and are outside the
current elderly benefit under PKH and ASLU programs. The proposal has
been shared and is currently under discussion with relevant government
ministries.

ENSURING A COMPREHENSIVE, RESPONSIVE, AND
FINANCIALLY SUSTAINABLE SOCIAL PROTECTION FOR THE
ELDERLY, AT-RISK-INFORMAL WORKERS, AND PEOPLE WITH
DISABILITIES IN INDONESIA




TNP2K Elderly Grant/ Social Pensions Proposal

Proposed Program Proposed Beneficiaries Benefit Projected
Option (IDR) Budget per

year (IDR)

Every citizen who is
Elderly Grants/ | /0 Plus years old, | 1pp 309,000 IDR 34,2

with no aFcess to per month trillion
pension. per elderly

Social Pensions

(Pension Tested)

It is estimated that

there are 9.5 million

elderlies of 70 plus
years old

Source: TNP2K 2022 proposal utilizing the 2021 Susenas.
Note: **Projection of Susenas 2021 beneficiaries of social pension is around 9.5 million elderly
who are above 70 years (excluding beneficiaries of Elderly PKH component of around 1.1 million).

Box 1: Elderly Grants/ Social Pensions and Its Impacts

Over 100 countries have been implementing social pensions® as a form of
social protection for the elderly. Most of the G20 countries (except
Japan and Saudi Arabia) have implemented universal schemes where the
eligibility criteria are mostly means-tested with some variation of
income or assets or pensions-tested. Their coverage is varied coverage
(Pension Watch 20622). In Indonesia (by the ASLU and elderly under PKH),
it only reaches around 0.3 percent of its 29 million elderly population,

3 Social pension (non-contributory scheme) is a form of assistance from the state to its
citizens which begins when a person enters retirement age. Social pensions differ from other
types of pension schemes, in that the eligibility criteria do not require prior individual
contributions but are, for example, based on criteria of citizenship or residence and age or
other criteria established by each country (Holzmann et al. 2005.).
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compared to more than 50 percent coverage in Canada, South Africa,
Australia, and the Republic of Korea.

Several studies have shown much evidence of the benefit for a country
that implements social pensions. Apart from being a tangible form of
the government’'s commitment to provide protection for its elderly
population, the implementation of social pensions also has various
positive impacts by reducing the poverty rate for the elderly and
improving access to health care, and the social and economic conditions
of the elderly and their family members. Social pensions can also
provide additional income for the beneficiaries and strengthen the
elderlies’ purchasing power. For families or households with an elderly
member, the additional income support provided to the elderly will
encourage better productivity for the family and society in general as
there is a reduction in the burden that is usually borne by the family
or household (Global Ageing Organization 2007).

To further explore the potential of implementing an elderly grant/ a
social pensions program in Indonesia, in parallel, it is also important
to increase the membership of workers to ensure sufficient access to
the social insurance for employment programs (particularly for their
old age savings/pensions). Understanding the high number of informal
workers in Indonesia, TNP2K together with the Ministry of Finance (MoF)
has been exploring the potential of a Matching Defined Contribution
(MDC)* scheme as an incentive for informal workers who are at-risk, to
enroll as members of the contributory scheme as part of the broader
social protection system.

4 The MDC program is considered as one of the pension programs schemes with the intention to
increase and expand the participation of informal workers. The main concept of this scheme is
that the government allocates a budget to contribute to paying part of the participant's
contribution for those who have registered/contributed to the social insurance for employment
program. The members’ contribution paid by the government served as an incentive for
contributing members where in the certain period, the accumulated contributions are for the
members benefits.

ENSURING A COMPREHENSIVE, RESPONSIVE, AND
FINANCIALLY SUSTAINABLE SOCIAL PROTECTION FOR THE
ELDERLY, AT-RISK-INFORMAL WORKERS, AND PEOPLE WITH
DISABILITIES IN INDONESIA




Box 2: Simulation of an MDC Scheme

Based on a simulation conducted by MoF in 2022, a participant’s
contribution is estimated to be within the range of IDR 25,000 to IDR
100,000, with the matching contribution provided by the government in
a ratio to participant contributions varying from 2:1 to 1:1. As an
illustration, in a 1:1 ratio, where participants and the government
each contribute IDR 100,000 per month, the pension benefits value that
will be received by participants as they enter retirement age is IDR
534,000 present value or 21.4 percent of the minimum wage.

To obtain the above benefit, the assumptions used are 33 years of
contribution accumulation or membership, 20.5 years of decumulation,
and the difference between investment returns and a 1 percent increase
in wages. To adapt to the varying abilities to pay of participants, the
option of combining the number of multilayer contributions and the
varying amounts of matching contributions for each 1layer of
contributions will also be considered (MoF KEM-PPKF 2623).

Implementation of elderly grants/ social pensions for the elderly while
simultaneously expanding membership of workers into the social insurance
for employment programs should consider the government'’s fiscal capacity
through incremental expansion. For example, the potential beneficiaries
for elderly grants/ social pensions can be selected based on several
categories such as the minimum age eligibility (i.e., providing the
elderly grants/ social pensions benefits only to the elderly over the
age of 70 years old) or limiting eligibility to those with no access to
formal pensions. These categories can gradually be adjusted while trying
to encourage the current productive group to start contributing to the
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old-age savings/pensions scheme (under BPJS Ketenagakerjaan)®. The
introduction of a social pension alongside reforms to the social
insurance for employment scheme should be carefully considered to ensure
the two are designed to be complementary and that private/voluntary
contributions are incentivised.

Expanding the Social Assistance Transfer for People with Disabilities
coupled with Meaningful Concession Proposal

People with disabilities are usually at higher risk of experiencing
exclusion and limited opportunity to various basic services and access.
These range from education and health to social protection, of being
poorer in nutrition and health outcomes, of lower levels of employment,
higher living costs, and tendency to have higher rates of poverty (WHO
2011). Having disabilities can contribute to significant direct and
indirect costs that must be borne not only by people with disabilities,
but also other family/household members. People with disabilities in
Indonesia also have 1limited access to existing social protection
programs. More than 90 percent do not yet have sufficient access to
either social assistance or social insurance for employment programs;
however, about 74 percent of people with disabilities have access to
PBI-JKN (Appendix: Table 2).

Households with members with moderate or severe disabilities are twice
as likely to be out of the labor force, and three times more likely to
be poor, compared to those without (Prospera, 2021). Additionally, the
poorest households with members with severe disabilities spend up to 20
percent more money to meet their basic needs. A study estimated that

5 BPJS Ketenagakerjaan is a legal entity establish to administer the social insurance for
employment programs in Indonesia as mandated by the Law of National Social Security System
(UU No. 48/2004)
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the additional cost of having people with disabilities increases the
households’ expenditures by approximately IDR 227,559 (Prospera, 2021).

To compensate families for the additional costs incurred and provide
people with disabilities with more equal opportunities, the second
proposal is a twin-track strategy toward a more responsive social
protection system for people with disabilities. The twin-track strategy
is to expand the coverage of its disability benefits (such as the ASPD
program) through a transfer of IDR 300,000 per month coupled with the
provision of meaningful disability concessions such as free education,
free or discounted public transportation, discounted wutilities,
reservation for public housing programs, tax credit, and subsidized
health insurance.

TNP2K Non-Contributory Disability Grants Proposal

Proposed
Benefit value Estimated
per month per | Budget per year
people with ({(IDR)
disability (IDR)

Proposed Proposed Beneficiaries

Program Beneficiaries Projection

People with
Disability of 2-69
years old from
the bottom 40
per cent”

Non-
Contributory
Disability
Grants

6,2 million

ihclivichis = IDR300.000 IDR22,3 Trillion

Source: TNP2K 2022 proposal by utilizing the 2021 Susenas.

Note: *Ideally for all people with disabilities, however, noting the
fiscal limitation, the disability grants are proposed in stages; started
specifically for people with disabilities from the lowest 40 percent of
2-69 years. This group is projected to reach 6.2 million people (with
the assumption that elderly with disabilities who are over 70 years
will receive the social pensions/ elderly grants).

Concessions are a popular and cost-effective way not only to partially
compensate for the additional costs for the majority of people with
disabilities, but to promote more equal access for them to basic
services and facilities. Incentives for the supply side (concessions
providers) are further required to motivate them to offer concessions.
To implement the twin-track disability grant and meaningful concession
strategy, the government will need to have a strong commitment and
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encourage active contributions and involvement from various
stakeholders. These include 1local governments, the private sector,
development partners, non-governmental organizations, organizations of
people with disabilities, research institutions, and the community.

Alternatives toward a more Sustainable Social Protection Financing

Prior to the Covid-19 pandemic, the Indonesian Government had budgeted
approximately IDR 135 trillion (0.85 percent of its Gross Domestic
Product® in 20819) for social assistance programs’®. When the pandemic
hit in early 2020, the government immediately added approximately IDR
149 trillion (©.72 percent of GDP°) to its regular budget to finance
additional social protection to mitigate the shocks experienced by its
population. As the Covid-19 pandemic progressed in 2021 and 2022, the
government maintained its commitment to provide social protection for
its impacted population by expanding the coverage of some programs and
initiating new programs. In 2021, around IDR 264 trillion (1.7 percent
of 2020 GDP)' was allocated for social protection programs (including
the social insurance for health subsidy)''; and in 2022, the government
allocated a budget of more than IDR 250 trillion (1.5 percent of 2021

® Indonesian Gross Domestic Product (GDP) of 2819: IDR 15,833 trillion (BPS 2019).

7 Author’s calculation utilizing information from MoF on 2020 State Budget/APB in
https://www.kemenkeu.go.id/media/13730/informasi-apbn-2020.pdf.

8The budget allocation for social assistance described, included Conditional Cash Transfers
(Program Keluarga Harapan: PKH), the cash transfer for the poor students programs (Program
Indonesia Pintar: PIP), the food assistance programs (Bantuan Pangan Non-Tunai: BPNT), social
assistance for the elderly and people with disabilities (Asistensi Sosial Lanjut Usia: ASLU and
Asistensi Sosial Penyandang Disabilitas: ASPD), and the non-contributory scheme of fully-
subsidised beneficiaries of the National Health Insurance (Penerima Bantuan Iuran: Jaminan
Kesehatan Nasional: PBI-JKN).

° Ibid.

® Indonesian GDP of 2020: IDR 15,434 trillion (BPS 2020).

" Author's calculation utilizing information from MoF on 2020 State Budget/APB in
https://www.kemenkeu.go.id/media/16835/informasi-apbn-2021.pdf
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GDP or 12.9 percent of its annual -expenditures)’? for social
protection®s.

Indonesia has several options in considering its fiscal space for the
proposed social protection reforms. One possible alternative to finance
the increased investment in social protection reforms is to reallocate
existing energy subsidy; which for 2022 were initially budgeted at IDR
134.03 trillion (about 7 percent of the state’'s budget) but now stand
at IDR 578,1 trillion™ (18 percent)’; to eligible population/people’s
energy subsidy transformation. As much as 86 percent of the energy
subsidy is enjoyed by groups who are more well-off (TNP2K 2021); thus,
re-allocating these subsidies toward progressive social protection
programs would benefit most citizens during the most volatile stages
across their lives. There is also considerable room for consolidating
several small programs within the government’s existing portfolio of
cash and in-kind transfer schemes which would potentially free up fiscal
space to use towards financing a comprehensive social protection system
(TNP2K 2018). Additionally, it is also important to create more fiscal
space by increasing the country’s tax ratio and expanding the membership
of social insurance for employment in the formal sectors to ensure a
sustainable social insurance contribution.

2 Indonesian GDP of 2021: IDR 16,970 trillion (BPS 2021).
8 author’'s calculation utilizing information from MoF on 2020 State Budget/APB in
https://www.kemenkeu.go.id/media/18902/informasi-apbn-2022.pdf

4 In May 2022, the Minister of Finance requested an additional energy subsidy budget (for its
fuel subsidy/BBM, 3 Kg LPG and electricity subsidy for below 3.000 VA. This request has been
granted by the legislature and, for 2022, the budget energy subsidy stands at IDR 578,1
trillion.

S For 2022, the allocated state expenditures are at IDR 1,944.5 trillion
(https://www.kemenkeu.go.id/media/189082/informasi-apbn-2622.pdf) but as a result of an
additional energy subsidy budget which now reach IDR 578,1 T, the 2022 state expenditures
also increase to IDR 3.169,1 T https://www.cnbcindonesia.com/news/20220761104033-4-

352058 /harga-tak-naik-subsidi-bbm-cs-2022-bengkak-jadi-rp-578-t

ENSURING A COMPREHENSIVE, RESPONSIVE, AND

FINANCIALLY SUSTAINABLE SOCIAL PROTECTION FOR THE

ELDERLY, AT-RISK-INFORMAL WORKERS, AND PEOPLE WITH 13
DISABILITIES IN INDONESIA




Lastly, for Indonesia to achieve such significant economic and social
impacts requires an increase in investment in its social protection
system 1like the investment 1levels of other upper-middle-income
countries. According to the UN, the Covid-19 pandemic has caused the
widening of the social protection financing gap by around 30 percent.
To ensure at least a basic level of social protection through social
assistance and social insurance, the upper-middle-income countries such
as Indonesia, would need to invest an additional 5 percent of their GDP
to minimize the gap (UN 2021). To ensure the country can recover from
the impacts of the pandemic, benefits from the demographic dividend and
expansion of its labor force, the government needs to be more committed
to reforming its social protection system to be more comprehensive,
responsive, and sustainable for all, by gradually increasing investment
in social protection from the current levels of less than 2 percent to
at least 5 percent of its annual GDP.
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Appendix

Table 1: Overview of Indonesia Social Protection for the Elderly

“ Social Protection Programs Elderly Beneficiaries

Social Assistance/Noncontributory*
1. Program Keluarga Harapan {(PKH}/Indonesia CCT

2 Program Bantu LU/Progres LU

Social Insurance/Contributory Scheme

1. Pension for Civil Servants through Taspen™
2. Pension for the military through Asabri™
3. Pension Program through BPJS Ketenagakeriaan™*

{this number is currently active members who contribute but not
yel going intoe pension as of 2020)

Naticonal Health Insurance/JKN™""

1. Elderly {(60+) receives non contributory scheme/Penerima Bantuan luran
{PBI-JKN)
2. Elderly (60+) Non Wage Earners Members (PBPU)/Local Non

Wage Earners/Pemcda (BP Pemda)
3. Elderly{60+) Non Wage Earners (PBPUY Independent Workers

Source: Consolidated by TNP2K in 2622 from several resources.

1.634.344
30.000

2.5C0.000C
448.693
16.445.532

9.445.166

2978301

2.660.223

Note: * Ministry of Social Affairs (MoSA) Administrative Data of 2021; ** PT Asabri and PT

Taspen 2018 Financial Report Information as June 2021; *** BPJS Ketenagakerjaan 2020
Financial Report; and **** BPJS Kesehatan.
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Table 2: Overview of Indonesia Social Protection for People with Disabilities

Social Pratection Description

Number of Beneficiaries

Non-Cantributery Scheme /Social Assistance

Brogram Keluarga PKH is a conditiqnal cqsh transrer program which i; one of the main
Harggan portfolios of spglal a33|;tance programs in Indo‘n‘esm‘ By 2018, PKH had
(PKH)/Conditional Cash reached 10 million familizs, Currently, FKH families who have family
members with disabilities receive an additional benefit of IDR 2,4 million

Transfer )
per year.
Asistensi Sosial
Penyahdang Disabilitas ASPD provides sccial assistance to individuals with severe disabilities with

(ASPD)/Social Assistance  a benefit value of IDR 300,000 per month (ICR 3,6 million per year)
for People with Disability

Contributery Scheme/Social Insurance

Social Insurance for Employment Programs under BRPJS Ketenagakerjaan
provides disability benefit and work incidence benefit as well as old-age
savings/pension through JKK, JKM, JHT dan JP

Social Insurance for
Employment

National Health Insurance 7 faminan Kesehatan Nasional (JKN)

People with Disability with no access to Social Insurance

1042388 individual with disahility®

22500 individual disability”

Around 443.651 workers with disability
have Social Insurance for Employment
(6% of disability labour force who)
{one of out of four programs. JKK-JKm,
JHT dan JP} ™

Around 74% people with disability have
access to JKN™

Around 7.123.612 workers with disability
have no access to the Secial Insurance
for Employment

Source: Consolidated by TNP2K in 20822 from: *MoSA 20621 for PKH and ASPD; ** Sakernas Feb 2020
for Access to the Social Insurance for Employment; and *** TNP2K calculation with Susenas

2021 for JKN.
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