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INDONESIA

160.8

million
people

living under the Pacific
average income

. Below Pacific average GDP per capita (current international $)

. Above Pacific average GDP per capita (current international $)
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Key Challenges of Indonesia’s Development

Poverty & Inequality

POVERTY RATE reached
a single digit in 2019.
However, there are still
25.14 million (9.41%)
who are poor®*,
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9.41%
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/n\ Number of poor* population (million) . Poverty rate (actual, %)

*below the national poverty line
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GINI RATIO shows a declining trend,
yet the rich still benefit more

from economic growth,

keeping the Gini ratio high

in urban areas
0,41
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0,32 0,32 0,32

2017 2018 2019

m Urban

Source: BPS, 2009 - 2019, March figures



Promoting Evidence-based Social Policy
In Indonesia

ELECTRICITY SUBSIDY POLICY REFORM 3 KG LPG SUBSIDY POLICY REFORM

40% 74% 60% Without a change of policy, consumption will continue to increase 202 (Projection without

changes in retail price)
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Challenges D 4

Kementerian PPN/
‘Bappenas

Regional inequality High-cost economy Low labor productivity Rising intolerance
and disparity due to corruptions and competency
and inefficiencies  (including public servants)
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Constrained Budget

Indonesia has a very narrow tax base...
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~2.4%

Source: Statistics Indonesia, Sakernas; Prospera’s calculation
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...with spending pressure

Expenditure, Revenue, and Fiscal Deficit
(% of GDP, Baseline Scenario)
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Source: IMF; World Bank; Prospera’s Calculation



Private Sector
Development Challenges

INFORMALITY

Informal economy is sizable...

Y
W, 24.1%

..most employment is informal

out of

@ o 2 workers
M
informal

Source: Medina (2018); Statistics Indonesia, Sakernas; Prospera’s calculation
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SMALL & STAGNANT

Most firms are very small...

-----

imlmgmlsgm Indonesia Micro Firms

Total number Share

63.4 =

million

... and they tend to stay small
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Micro firms

remain micro

Source: Ministry of Cooperatives and SMEs; IFLS
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Source: Ministry of Cooperatives and SMEs; Prospera’s Calculation; CEIC



Fiscal Transfers and Poverty
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Poverty Rate Fiscal Transfers
{9%6) (in million AUD)

South Poverty Rate Fiscal Transfers
Kalimantan (%) (in million-AUD)

West Nusa  Poverty Rate Fiscal Transfers

Tenggara (%) (in million AUD)
Poverty Rate Fiscal Transfers
17.10 (%) (in million AUD)
East Java Poverty Rate Fiscal Transfers £
(%) (in million AUD) 14.56
2015 12.34 714
2019 10.37 1,575
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Policy Dialogue Research Pilot and Leveraging Ability to Work with
and Advice and Analysis Demonstrations Local Resources All Levels of Government
v GOl AUSTRALIAN
’ — v . /_/ \ m A MINISTRIES PUBLI? .EiEI.lVICES
Vi =t —
Flexibility Problem Driven Coalition Capacity/Institutional Collaborative Whole of
lterative Adaptation for Change Strengthening Governance Government Approach

(PDIA)
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The National Team for
The Acceleration of Poverty Reduction

= vice WHY ‘THE EXPERIMENT" WORKS?
AA PRESIDENT
TNP2K is led directly RO Partnering with
@A Dby the Vice President i 1 -1 line ministries
# n Supported by Supported by flexible resources
u @ Policy Working Group - :X: enabling it to immediately
an internal policy respond to high level requests
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17 MINISTERS / AGENCY HEADS MAHKOTA provides the flexible supports

INTERNAL THINK TANK 7z /)
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STARTED WITH EMPLOYING

= ve ‘/‘ [ ® E
E€t t CE |_=/ EVIDENCE-BASED “POLICY BROKER” STRATEGY
Research Pilot and Ability to Work Coalition Policy Dialogue
and Analysis Demonstrations ;:I(t;;ﬂrhi::ﬁt for Change and Policy Advice o POIICy Brokerage: Brldglng research with pOIIC}f making
Researchers/professionals wearing goverment hat o Research: Building the analytical foundations

o Policy Reform: Translating research findings into policy action
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* PROSPERA

Australia Indonesia Partnership
for Economic Development

Agency partnerships
Whole-of-government

Australian Government Australian Government Australian Government Australian Government

AUSTRAC The Treasuly Deparlmem of Finance Australian Taxation Office

Australian Government Australian Government Australian Government Australian Government \w

Department of Infrastructure, Civil Aviation Safety Authority Australian Maritime Safety Authority Australian Transport Safety Bureau
Regional Development and Cities

> vy ¢
\ OTORITAS
WAPRA OJ( |

e —— . JASA
‘Australian Pradentisl Regulstion Autharty ASIC R Fo‘\"FAIE\:FK :‘[1 ’];\I K KEUANGAN

COMMONWEALTH
OMBUDSMAN O gl

Australian Securities &
Investments Commission

airservices ’ a

Australasian Aid Conference 2020 | Australian Aid to Indonesia: A High-Level Conversation

*

i :
Australian

Bureau of
Statistics




Bringing a Pilot to Scale KOMPAK

Degree of Control & Direct Influence

THE IDEA ====» PILOT e==b FURTHER DEVELOPMENT e====p SCALING ====p RESILIENT SCALING

Breadth of Impact

Tutrdan Pemeriniah Australio - Indane:

PILOT TO IMPROVE BIRTH CERTIFICATE COVERAGE RESULTS
63% for Birth Certificate Coverage 859% Birth Certificate Coverage
0 (1} -
under 17 years old
Unregistered children remain Coverage is worse Cost, distance, requirements, 2015 2019
larger among the poorest in rural areas complex process
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Tenggara

_ Bireuen, 76.9%  90.5%
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Village Vil -- Collaborati ith Social
Registrars s S - - SUBLREL e rotection
g Information Bringing services Partnering health & education ,.FL i
System to sub-district with CSOs service units prog 8
level Source: The National Socio-Economic Survey, 2018
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