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This article assesses the crisis-response performance of 
Indonesia's social protection in reducing poverty amidst 
the COVID-19 pandemic. Based on a quasi-experiment 
framework and counterfactual method, we take 
advantage of the staggered rollout and varying intensity 
of emergency assistance to infer poverty results under a 
counterfactual situation of no program intervention. 
Based on nationally representative household surveys 
matched with administrative records, our estimates 
indicate that the swift growth of cash and food 
assistance programs saved the country from an extra 
four percentage point rise in the national poverty rate, 
thereby keeping nearly 11 million individuals from 
descending into poverty. The effects were the largest for 
the poorest families, where social assistance accounted 
for as much as 22 percent of expenditures on a monthly 
basis. Robustness checks using other poverty lines and 
placebo tests validate the robustness of these findings. 
Yet, targeting accuracy and coverage of informal sector 
workers remain concerns. The findings underscore the 
essential importance of administrative preparedness and 
unified data systems for an effective crisis response, and 
provide policy implications for enhancing the resilience 
of social protection institutions in developing nations. 
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INTRODUCTION  
The COVID-19 pandemic represents an exceptional natural experiment for analyzing 

social protection system effectiveness under acute economic stress, providing unprecedented 
opportunities to examine theoretical frameworks in real-world crisis conditions. The 
theoretical foundation for understanding social protection effectiveness during economic 
crises draws from several interconnected economic literatures that have evolved significantly 
over the past decades. Social insurance theory, originally developed by Arrow (1963) and 
subsequently refined by Atkinson (1987), establishes the fundamental rationale for 
government intervention in providing income security during periods of economic 
uncertainty. This framework emphasizes the dual role of social protection as both an 
insurance mechanism against idiosyncratic risks and a stabilization tool during aggregate 
economic shocks. 

The optimal social insurance literature, pioneered by Baily (1978) and extended by 
Gruber (1997), provides critical insights into benefit adequacy and targeting precision under 
different economic conditions. This theoretical framework suggests that optimal benefit levels 
should balance insurance provision against moral hazard concerns, with higher replacement 
rates justified during aggregate shocks when individual effort has limited impact on 
employment outcomes. Recent theoretical advances by Chetty (2006) demonstrate that social 
insurance optimality depends critically on the elasticity of labor supply and the degree of 
consumption smoothing achieved, parameters that may shift substantially during crisis 
periods compared to normal economic conditions. 

Administrative capacity theory, developed through the work of Evans and Rauch (1999) 
and extended by Besley and Persson (2011), emphasizes the critical importance of state 
capacity in determining policy effectiveness regardless of program design quality. This 
literature demonstrates that institutional factors often matter more than technical program 
features in determining outcomes, particularly in developing economy contexts where 
administrative constraints frequently bind. The state capacity framework suggests that 
countries with stronger administrative institutions can implement more sophisticated 
targeting mechanisms and achieve better program outcomes, while those with weaker 
capacity may achieve better results through simpler, universal approaches. 

Crisis economics literature, particularly the work of Blanchard et al. (2010) on fiscal 
policy during economic downturns, provides theoretical guidance for understanding how 
social protection can serve counter-cyclical functions beyond traditional poverty alleviation 
objectives. This framework demonstrates that social transfers to constrained households 
generate higher fiscal multipliers than other forms of government spending, suggesting that 
social protection serves dual functions as poverty reduction tool and macroeconomic 
stabilization mechanism. Recent theoretical work by Galí (2020) extends this analysis to show 
how transfer programs can prevent economic scarring effects that make temporary shocks 
permanent through hysteresis mechanisms. 

The social protection floors approach, developed by the International Labour 
Organization and formalized by Ortiz et al. (2018), provides a comprehensive framework for 
understanding how countries can build resilient social protection systems capable of 
responding to different types of shocks. This approach emphasizes the importance of 
universal coverage and adequate benefit levels while maintaining fiscal sustainability through 
progressive financing mechanisms. The framework suggests that countries should invest in 
social protection infrastructure during normal periods to enable rapid scaling during crisis 
conditions. 
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Indonesia entered the pandemic with considerable advantages in social protection 

infrastructure development accumulated over two decades of sustained poverty reduction 
efforts and institutional strengthening. During the period preceding COVID-19, the country 
achieved remarkable progress in reducing national poverty rates from over 20% in the early 
2000s to 9.2% by September 2019, representing one of the most successful poverty reduction 
trajectories among large developing economies (BPS, 2021b). This achievement reflected 
sustained economic growth averaging 5.1% annually between 2010-2019, combined with 
increasingly sophisticated targeting mechanisms including the flagship conditional cash 
transfer program PKH and the electronic food assistance program BPNT (Kemensos, 2021). 

The development of comprehensive administrative systems, particularly the Integrated 
Social Welfare Database (DTKS), positioned Indonesia favorably for rapid emergency response 
compared to regional peers lacking similar institutional infrastructure. The DTKS represents 
one of the world's largest social protection databases, covering approximately 40% of 
Indonesian households with detailed socioeconomic information updated through regular 
verification surveys. This administrative infrastructure enables sophisticated targeting while 
reducing implementation costs and delivery time, demonstrating the cumulative benefits of 
sustained institutional investment over extended periods. 

Theoretical insights from the conditional cash transfer literature, particularly the 
foundational work of Fiszbein and Schady (2009) and recent advances by Baird et al. (2014), 
provide important context for understanding Indonesia's social protection approach. This 
literature demonstrates that conditional transfers can achieve both short-term poverty 
reduction and long-term human capital development when properly designed and 
implemented. However, the effectiveness depends critically on the quality of health and 
education services that conditionalities are designed to promote, suggesting that social 
protection programs work best when embedded within broader development strategies. 

The digital governance literature, exemplified by recent work from Gillwald and Mothobi 
(2019) on digital financial inclusion in developing countries, provides theoretical framework 
for understanding how technology can transform social protection delivery while creating new 
sources of inequality. This literature suggests that digital delivery mechanisms can 
dramatically reduce program costs while improving targeting precision, but may exclude 
populations lacking digital literacy or infrastructure access. The experience of countries like 
India with digital identity systems provides important lessons for understanding both 
opportunities and risks associated with technology-enabled social protection. 

The pandemic's arrival in March 2020 created multiple simultaneous economic 
disruptions that threatened to reverse Indonesia's poverty reduction achievements through 
several transmission channels that operated with unprecedented speed and scope. 
Manufacturing activity collapsed to historic lows, consumer confidence plummeted as 
households adopted precautionary savings behavior, and informal sector employment 
contracted dramatically, creating immediate income losses for the most vulnerable 
populations. These economic disruptions manifested across multiple dimensions 
simultaneously, creating compound vulnerabilities that exceeded the capacity of existing 
social protection mechanisms designed for normal economic conditions. 

The Indonesian government's response through the National Economic Recovery (PEN) 
program represented the most comprehensive fiscal intervention in modern Indonesian 
history, demonstrating unprecedented political commitment to social protection during crisis 
conditions. With total allocations reaching Rp 695.2 trillion in 2020, subsequently expanded 
to Rp 744.8 trillion in 2021, the program encompassed comprehensive health interventions, 
social protection expansions, and economic support measures (Kemenkeu, 2020, 2021). The 
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social protection component alone represented approximately 1.4% of GDP, demonstrating 
fiscal commitment that exceeded most developing economy responses. 

This study addresses critical gaps in the rapidly expanding literature on COVID-19 
social protection responses while contributing to broader theoretical understanding of crisis-
responsive social protection systems. Most existing studies rely on simulation models or 
descriptive analysis rather than rigorous causal identification strategies, limiting 
understanding of actual program effectiveness. Furthermore, the literature lacks 
comprehensive analysis of heterogeneous program effects across different contexts and 
populations, constraining ability to draw generalizable lessons for program design. The 
research contributes to social protection effectiveness literature by providing robust causal 
estimates using quasi-experimental methods, extends digital governance literature by 
documenting technology-enabled program scaling, and adds to comparative development 
economics through analysis of administrative capacity determinants of policy effectiveness. 

Indonesia entered the pandemic with considerable advantages in social protection 
infrastructure development accumulated over two decades of sustained poverty reduction 
efforts. During the period preceding COVID-19, the country achieved remarkable progress in 
reducing national poverty rates from over 20% in the early 2000s to 9.2% by September 2019 
(BPS, 2021b). This achievement reflected sustained economic growth averaging 5.1% 
annually between 2010-2019, combined with increasingly sophisticated targeting 
mechanisms including the flagship conditional cash transfer program PKH (Program 
Keluarga Harapan) and the electronic food assistance program BPNT (Bantuan Pangan Non-
Tunai) (Kemensos, 2021). The development of comprehensive administrative systems, 
particularly the Integrated Social Welfare Database (DTKS), positioned Indonesia favorably 
for rapid emergency response compared to regional peers lacking similar institutional 
infrastructure. 

The theoretical foundation for this research draws from three complementary economic 
frameworks that provide analytical rigor for understanding social protection effectiveness 
during crisis periods. First, optimal social insurance theory (Baily, 1978; Chetty, 2006) 
provides insights into benefit adequacy and targeting precision under conditions of aggregate 
economic uncertainty. This framework emphasizes the trade-offs between insurance 
provision and moral hazard concerns, particularly relevant when emergency programs must 
balance comprehensive coverage with fiscal sustainability. Second, the administrative 
economics literature (Bjorkman & Svensson, 2009; Banerjee et al., 2018) highlights the 
critical importance of implementation capacity and delivery mechanisms in determining 
program effectiveness, suggesting that technical design features matter less than 
institutional capacity for execution. Third, recent advances in crisis economics demonstrate 
how social protection can serve counter-cyclical functions beyond traditional poverty 
alleviation, providing macroeconomic stabilization through consumption support and 
business continuity mechanisms (Blanchard et al., 2021). 

The pandemic's arrival in March 2020 created multiple simultaneous economic 
disruptions that threatened to reverse Indonesia's poverty reduction achievements through 
several transmission channels. Manufacturing activity, as measured by the Purchasing 
Managers' Index, collapsed to 27.2 in April 2020, representing the most severe industrial 
contraction in recorded Indonesian history. Consumer confidence reached historic lows as 
households adopted precautionary savings behavior in response to uncertain income 
prospects. Informal sector employment, which comprises approximately 60% of Indonesian 
workers, contracted by an estimated 18% during the first quarter of mobility restrictions, 
creating immediate income losses for the most vulnerable populations (BPS, 2021a). These 
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economic disruptions manifested across multiple dimensions simultaneously, creating 
compound vulnerabilities that exceeded the capacity of existing social protection 
mechanisms. 

Economic disruption operated through complex interconnected channels that amplified 
initial shocks throughout the Indonesian economy. Mobility restrictions, while 
epidemiologically necessary for virus containment, directly impacted service sectors 
employing millions of informal workers who lacked employment protection or social 
insurance coverage. International travel bans devastated the tourism industry, which 
contributed approximately 4% to national GDP and employed over 13 million people across 
direct and indirect activities. Supply chain disruptions affected manufacturing exports, 
particularly in labor-intensive sectors such as textiles and electronics that provide 
employment for lower-skilled workers. Commodity price volatility impacted agricultural 
incomes, affecting rural livelihoods dependent on cash crop production. Small and medium 
enterprises, comprising 99.9% of all Indonesian businesses and employing 116 million 
workers, faced unprecedented liquidity constraints that threatened business survival and 
employment continuity without immediate policy intervention. 

The Indonesian government's response through the National Economic Recovery (PEN) 
program represented the most comprehensive fiscal intervention in modern Indonesian 
history, demonstrating unprecedented political commitment to social protection during crisis 
conditions. With total allocations reaching Rp 695.2 trillion (approximately 4.2% of GDP) in 
2020, subsequently expanded to Rp 744.8 trillion in 2021, the program encompassed 
comprehensive health interventions, social protection expansions, and economic support 
measures across multiple sectors (Kemenkeu, 2020, 2021). The social protection component 
alone represented Rp 230.2 trillion in 2020, equivalent to approximately 1.4% of GDP, 
demonstrating fiscal commitment that exceeded most developing economy responses and 
approached levels observed in high-income countries with established welfare states. This 
scale of intervention was enabled by emergency legislative provisions that temporarily 
suspended Indonesia's constitutional budget deficit limit of 3% of GDP, providing essential 
fiscal space for comprehensive crisis response. 

This study addresses critical gaps in the rapidly expanding literature on COVID-19 
social protection responses that have emerged since the pandemic's onset. While existing 
research has documented program implementation processes and provided preliminary 
impact assessments, rigorous causal identification of poverty mitigation effects remains 
limited, particularly for large-scale programs implemented in developing economy contexts 
characterized by weak institutional capacity and limited administrative data (Gentilini et al., 
2022; Almenfi et al., 2023). Most existing studies rely on simulation models or descriptive 
analysis rather than empirical identification strategies capable of establishing causal 
relationships between interventions and outcomes. Furthermore, the literature lacks 
comprehensive analysis of heterogeneous program effects across different demographic 
groups, geographic regions, and program design characteristics, limiting understanding of 
optimal targeting and delivery mechanisms for future crisis response. 

The research contributes to three distinct but interconnected literature streams within 
development economics and public policy analysis. First, it extends the social protection 
effectiveness literature by providing robust causal estimates of poverty mitigation during 
acute economic crises, addressing methodological limitations in existing studies that rely 
primarily on descriptive or simulation-based approaches. Second, it contributes to the 
emerging literature on digital governance and service delivery transformation during 
emergency conditions, documenting how technological infrastructure enables rapid program 
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scaling and improved targeting precision. Third, it adds to the comparative development 
economics literature by documenting how administrative capacity determines policy 
effectiveness in archipelagic, decentralized governance settings, providing insights relevant 
for other federal or decentralized developing economies facing similar coordination 
challenges. 

Our identification strategy exploits two sources of exogenous variation in program 
exposure that enable causal inference about social protection effectiveness. First, the 
staggered rollout of emergency assistance programs across Indonesian provinces between 
April and August 2020 provides temporal variation suitable for difference-in-differences 
analysis, comparing outcomes between early and late-adopting regions while controlling for 
time-invariant provincial characteristics and common time trends affecting all regions. 
Second, administrative variations in program intensity across districts within provinces, 
driven by pre-existing differences in beneficiary database coverage and local implementation 
capacity, provide cross-sectional variation for causal identification through instrumental 
variables and matching approaches. These identification strategies address concerns about 
endogenous program placement and selection bias that could confound simple comparisons 
between participants and non-participants. 

This investigation examines three primary research questions that address both 
immediate policy needs and broader theoretical understanding of social protection 
effectiveness. First, what was the quantitative impact of expanded social protection programs 
on poverty levels during the pandemic, and how does this magnitude compare to 
counterfactual scenarios without policy intervention? Second, how did program effectiveness 
vary across different demographic groups, geographic regions, and program types, and what 
factors explain observed heterogeneity in impact patterns? Third, what broader economic 
effects did social protection spending generate through consumption and investment 
channels, and what are the implications for optimal program design during future crisis 
response periods? These questions address both the immediate policy relevance of 
Indonesia's pandemic response and broader theoretical questions about social protection 
design under economic uncertainty. 
 
METHODS  

This study adopts a quasi-experimental design to identify the causal impact of 
Indonesia’s crisis-responsive social protection programs on household poverty outcomes 
during the COVID-19 pandemic. The empirical approach utilizes two main sources of 
exogenous variation. First, the staggered rollout of emergency social assistance across 
provinces between April and August 2020 resulted from administrative and logistical 
constraints, not from underlying economic differences. Second, program intensity varied 
across districts, driven by pre-pandemic differences in administrative capacity and digital 
infrastructure. 

The analysis employs nationally representative household survey data from Susenas for 
September 2019, representing the pre-pandemic period, and September 2020, representing 
the pandemic period, with more than sixty thousand observations in each wave. These data 
are merged with detailed administrative records on social protection program implementation 
from the Ministry of Social Affairs and the Ministry of Finance. This integration enables 
precise identification of household-level program exposure, timing, and benefit amount. The 
outcome variables consist of household poverty status, which is measured against the official 
national poverty line, and per capita household expenditure. The treatment variable is defined 
as receipt of at least one major social protection benefit during the pandemic period, 
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encompassing both conditional and unconditional transfers such as PKH, BPNT, BST, and 
BLT Dana Desa. Covariates include household demographic characteristics, household size, 
urban or rural location, and pre-pandemic economic status. 

The estimation strategy is described narratively and is based on the comparison of 
changes in poverty and expenditure outcomes before and after the pandemic, between regions 
and districts with varying levels of program exposure. The staggered and administratively 
determined rollout of emergency assistance serves as a natural experiment to support 
credible causal inference, consistent with the difference-in-differences logic widely used in 
the literature. Although the main text does not present a mathematical formula explicitly, all 
empirical analyses follow standard models that include fixed effects for province or district 
and time, as well as relevant control variables. The validity of the identification relies on the 
parallel trends assumption, which was assessed through visual and statistical comparison of 
pre-pandemic poverty trajectories across provinces and districts with different program 
rollout timing. The analysis found no evidence of significant differential pre-trends. 

To further strengthen identification and address potential endogeneity in program 
assignment or intensity, administrative capacity measures such as coverage of the Integrated 
Social Welfare Database (DTKS) and pre-pandemic digital infrastructure are used as 
additional control variables and, where appropriate, as instruments in robustness checks. 
Missing data represent less than two percent of the total sample and were handled using 
listwise deletion. All monetary variables were winsorized at the first and ninety-ninth 
percentiles to minimize the influence of outliers. 

Counterfactual poverty scenarios are constructed according to established approaches 
in the literature. The no-pandemic scenario projects poverty rates using pre-pandemic growth 
trends and macroeconomic forecasts, while the pandemic-without-social-protection scenario 
estimates poverty by deducting actual transfer benefits from household expenditures in 2020. 
These counterfactuals enable attribution of observed poverty changes to policy interventions 
rather than broader macroeconomic shocks. 

Robustness checks include alternative specifications using different poverty thresholds, 
adjustment for household composition, placebo tests with pre-pandemic data to assess the 
presence of spurious effects, and sensitivity analysis for unobserved confounders. The results 
of these robustness checks confirm the stability of the main findings across model variations. 
All analytical procedures are conducted in accordance with established standards for 
transparency and replicability in policy evaluation research. 

Several limitations remain, as with any quasi-experimental study. While administrative 
and survey data are of high quality, unobserved factors may still affect program exposure and 
outcomes. Despite thorough testing of identification assumptions, residual confounding 
cannot be fully ruled out. Nonetheless, the combination of multiple analytical approaches, 
high-quality data, and extensive robustness checks provides confidence in the validity of the 
study’s conclusions. Further details on estimation results are presented in the subsequent 
sections. 
 
RESULT AND DISCUSSIONS  

Indonesia's economic performance during the pandemic reflected both the severity of 
the initial shock and the relative effectiveness of coordinated policy responses in stabilizing 
macroeconomic conditions while protecting vulnerable populations. Official statistics from 
Statistics Indonesia reveal a dramatic economic trajectory characterized by sharp initial 
contraction followed by gradual but sustained recovery, demonstrating resilience that 
exceeded initial projections and compared favorably with regional peers facing similar health 
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and economic challenges. Gross domestic product contracted by -5.3% in the second quarter 
of 2020, representing the steepest quarterly decline since the 1998 Asian Financial Crisis 
and a deterioration of nearly ten percentage points from the pre-pandemic growth rate of 
approximately 5.0% (BPS, 2021a). However, this contraction, while severe, proved less 
dramatic than initially projected by international forecasting organizations and domestic 
policy institutions, suggesting effective policy intervention in limiting economic damage. 

The transmission mechanism from health crisis to economic disruption operated 
through multiple interconnected channels that amplified initial shocks throughout the 
Indonesian economy, creating compound vulnerabilities that required comprehensive policy 
response. Supply-side effects included factory closures due to health protocols, supply chain 
interruptions from international trade disruptions, and labor force reductions due to illness 
and quarantine requirements. Demand-side effects encompassed reduced consumer 
spending due to income losses and precautionary savings behavior, postponed investment 
decisions by businesses facing uncertain future conditions, and collapsed tourism and 
entertainment spending from mobility restrictions. External sector impacts included export 
market disruptions from global trade contractions and foreign direct investment delays as 
international capital flows shifted toward safe haven assets. These multiple transmission 
channels created synchronized disruptions across sectors that exceeded typical economic 
downturns in scope and severity. 

Sectoral analysis reveals highly differentiated impacts and recovery patterns across the 
Indonesian economy, demonstrating how structural characteristics determined resilience 
and recovery prospects during the crisis period. On the production side, all major sectors 
eventually recorded positive growth by the second quarter of 2021, but with substantial 
variation in timing and magnitude reflecting differential exposure to pandemic-related 
disruptions. Transportation and storage sectors demonstrated the strongest rebound, 
exceeding 20% year-on-year growth by mid-2021, primarily reflecting recovery from extremely 
depressed 2020 levels when mobility restrictions virtually eliminated passenger transport 
and severely constrained freight movements. Accommodation and food services achieved 
approximately 22% growth as domestic tourism resumed and restaurant operations 
normalized under adapted health protocols, though levels remained below pre-pandemic 
baselines due to continued international travel restrictions and changed consumer behavior 
patterns. 

However, agriculture, forestry, and fisheries showed more modest improvement at 0.4% 
growth, indicating both the sector's relative resilience during the crisis and its limited upside 
potential during the recovery phase (BPS, 2021a). This pattern aligns with economic theory 
suggesting that subsistence-oriented sectors provide consumption smoothing during 
economic shocks but offer limited growth opportunities during expansion periods due to 
structural constraints including limited productivity growth potential and inelastic demand 
for basic food products. Manufacturing sectors showed intermediate recovery patterns 
reflecting complex interactions between global supply chain normalization, domestic demand 
recovery, and continued uncertainty about future economic conditions affecting investment 
and production planning decisions. 

From the expenditure perspective, economic recovery was underpinned by resumed 
domestic consumption and restored international trade linkages, with social protection 
programs playing a crucial role in maintaining household purchasing power during the crisis 
period. Household consumption, representing approximately 57% of Indonesian GDP, 
increased by 5.9% in the second quarter of 2021 after declining for four consecutive quarters, 
demonstrating the effectiveness of social protection interventions in maintaining consumer 
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demand (BPS, 2021a). This consumption recovery directly reflects the success of emergency 
transfer programs in providing income support for vulnerable households while generating 
positive spillover effects for businesses dependent on domestic markets. Both exports and 
imports surged by more than 31% during the recovery period, demonstrating the restoration 
of international commercial operations as global supply chains normalized and commodity 
demand recovered from pandemic-related disruptions. 

Government expenditure played a crucial countercyclical role throughout the crisis 
period, increasing by 8.1% and representing the only GDP component that sustained positive 
growth during the entire pandemic period, enabled by emergency fiscal provisions that 
temporarily suspended constitutional budget deficit limits (BPS, 2021a). This fiscal expansion 
was facilitated by emergency legislative measures that raised the budget deficit ceiling from 
3% to 6.34% of GDP, providing essential fiscal space for health interventions and social 
protection programs while maintaining debt sustainability through favorable borrowing 
conditions and strong institutional credibility. The countercyclical fiscal response 
demonstrates the importance of adequate fiscal space and institutional capacity for effective 
crisis management in developing economy contexts. 
 

Table 1. National Economic Recovery (PEN) Funds (Rp T) 

Initiative 
Allocat
ed 
in 2020 

Realis
ed 
in 
2020 

% 
realised 
in 2020 

Allocat
ed 
in 2021 

Realise
d by 
Jul 
2021 

% 
realised 
by Jul 
2021 

Health 99,5 63,5 63,8 215,0 77,2 35,9 
Social protection 230,2 220,4 95,7 186,6 99,3 53,2 
MSMEs and 
corporate 
financing 

177,0 173,2 97,8 162,4 48,0 29,6 

Priority programs 67,9 66,6 98,1 117,9 50,3 42,6 
Business 
incentives 

120,6 56,1 46,5 62,8 52,0 82,7 

Total 695,2 579,8 83,4 744,8 326,8 43,9 
Source: (Kemenkeu, 2020, 2021) 

 
The pandemic's impact on Indonesian labor markets revealed fundamental structural 

vulnerabilities while highlighting the differential resilience of formal versus informal 
employment arrangements, with important implications for social protection targeting and 
program design. Comprehensive analysis of Labor Force Survey data from Statistics 
Indonesia demonstrates that formal sector employment recovered more rapidly than informal 
work, contributing to widening income disparities between different categories of workers and 
reinforcing pre-existing inequalities in employment security and social protection coverage 
(BPS, 2021a). Real wage analysis reveals concerning divergence patterns that persisted 
throughout the recovery period, suggesting structural changes in labor market dynamics that 
extend beyond temporary crisis effects. Formal sector workers with higher educational 
attainment experienced real wage recovery by February 2021, while informal sector wages 
and compensation for workers with lower educational qualifications continued declining 
through the first half of 2021, creating persistent income gaps that social protection programs 
partially but incompletely addressed. 
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This differential recovery pattern contributed directly to the K-shaped economic recovery 
phenomenon, where economic benefits accrued unevenly across socioeconomic groups rather 
than following traditional patterns of broad-based growth that lift all income levels 
proportionally. The unemployment dynamics during the crisis reflected both immediate 
displacement effects from business closures and longer-term structural adjustments in labor 
market organization as businesses adapted to changed economic conditions. The official 
unemployment rate peaked at 7.1% in August 2020, representing an increase of 
approximately 2.7 million unemployed individuals compared to pre-pandemic levels (BPS, 
2021a). However, this figure understates the full employment impact, as many displaced 
workers transitioned to underemployment rather than complete unemployment, with 
reduced working hours affecting millions of additional households' income security while 
maintaining nominal employment status. 

Particularly significant was the pandemic's impact on economic informality rates, which 
increased from approximately 56% in 2019 to 60.5% in 2020, before declining modestly to 
59.6% by February 2021 (BPS, 2021a). This increase represented a reversal of the decade-
long trend toward formalization that had characterized Indonesian economic development 
during the 2010s, when consistent economic growth and policy reforms had gradually 
expanded formal sector employment opportunities. The regression toward informality 
demonstrates how economic crises can undermine structural economic improvements by 
pushing workers into lower-productivity, less-secure employment arrangements with limited 
social protection coverage, creating long-term challenges for poverty reduction and economic 
development that extend beyond immediate crisis recovery. 

Indonesia's social protection response during COVID-19 demonstrated remarkable 
administrative capacity through both expanded existing programs and rapidly deployed 
emergency measures, exceeding international expectations for developing economy crisis 
response while maintaining reasonable targeting precision and fiscal sustainability. The 
Integrated Social Welfare Database (DTKS) proved instrumental in enabling rapid program 
scaling, facilitating identification and targeting of approximately 25 million households 
representing the poorest 40% of the Indonesian population (Tohari et al., 2019). This 
comprehensive beneficiary database, developed through years of administrative investment 
and inter-ministerial coordination, provided the essential infrastructure for rapid emergency 
response that would have been impossible to construct during the crisis period itself. The 
database's effectiveness demonstrates the importance of institutional preparation for crisis 
response, suggesting that social protection investments serve dual functions as poverty 
reduction tools during normal periods and emergency response capacity during crisis 
conditions. 

Comprehensive analysis of Susenas September 2020 data reveals significant program 
reach across income quintiles, though with important variation in targeting precision across 
different intervention types reflecting design characteristics and implementation 
mechanisms. The BPNT electronic food assistance program achieved the highest coverage 
among the poorest quintile, reaching 38% of households in the bottom 20% of the expenditure 
distribution while maintaining relatively modest inclusion errors among higher-income 
groups. This performance reflects both the program's maturity and the effectiveness of 
electronic delivery mechanisms in ensuring benefit delivery to intended recipients while 
reducing opportunities for elite capture and administrative corruption. The PKH conditional 
cash transfer program demonstrated superior targeting accuracy, with first-quintile 
households receiving 25 times the coverage of fifth-quintile households, indicating highly 
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effective pro-poor targeting mechanisms that successfully concentrated benefits among the 
most vulnerable populations (Kemensos, 2021). 

 
Figure 1: Social Protection Program Coverage by Income Quintile, September 2020 

 
Overall social protection coverage reached impressive levels during the pandemic 

response, with 70% of the poorest quintile households receiving benefits from at least one 
major program, representing a substantial increase from pre-pandemic coverage rates and 
comparing favorably with emergency responses in other developing economies facing similar 
challenges. This coverage expansion demonstrates both the effectiveness of existing targeting 
mechanisms and the administrative capacity for rapid program scaling during emergency 
conditions. However, the analysis also reveals significant inclusion errors, with 22% of the 
wealthiest quintile households receiving social assistance benefits, indicating areas for 
improved targeting mechanisms in future program iterations while suggesting that broad-
based emergency response necessarily involves trade-offs between targeting precision and 
rapid coverage expansion (Margitic & Ravallion, 2019). 

The rapid expansion of emergency programs demonstrated exceptional administrative 
capacity that exceeded international expectations for developing economy responses while 
maintaining program integrity and beneficiary satisfaction. BST emergency cash transfers 
reached 9 million additional households within two months of program announcement, 
demonstrating unprecedented speed in program deployment while maintaining reasonable 
targeting accuracy through rapid beneficiary identification and verification procedures. BLT 
Dana Desa leveraged existing village-level infrastructure to provide immediate assistance to 
rural communities, showing how decentralized governance structures can enhance crisis 
response effectiveness when combined with centralized financing and coordination 
mechanisms. This implementation speed was facilitated by Indonesia's strategic investments 
in digital payment infrastructure and comprehensive beneficiary databases developed 
through previous program iterations, demonstrating the cumulative benefits of sustained 
institutional development over time. 

Social protection benefits represented substantial portions of recipient household 
budgets, particularly for lower-income families, providing critical consumption smoothing 
during the economic crisis while generating broader economic stimulus effects through 
increased aggregate demand. Among first-quintile households, social protection transfers 
averaged 22% of total monthly expenditure, declining progressively to 12% for second-
quintile, 9% for third-quintile, 7% for fourth-quintile, and 4% for fifth-quintile households. 
This distribution pattern confirms the progressive nature of benefit allocation and 
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demonstrates significant potential for poverty impact through direct income effects while 
suggesting that emergency transfers achieved meaningful scale relative to household 
budgets. The monetary values of different programs varied considerably, reflecting their 
distinct design objectives and target populations while creating some coordination 
challenges. Emergency programs like BST and BLT Dana Desa provided larger monthly 
transfers (Rp 600,000) compared to existing programs like PKH (averaging Rp 312,000) and 
BPNT (Rp 200,000), enabling rapid deployment of substantial assistance to households 
excluded from existing programs while potentially creating beneficiary confusion about 
program differences and eligibility criteria. 

Official poverty statistics confirm the pandemic's significant but ultimately contained 
impact on Indonesian poverty levels, demonstrating the effectiveness of rapid policy 
intervention while highlighting the importance of pre-existing institutional capacity for crisis 
response. The national poverty rate increased from 9.2% in September 2019 to 10.2% in 
September 2020, representing approximately 2.7 million additional people falling into poverty 
during the most severe economic contraction in recent Indonesian history (BPS, 2021b). 
While this represented the first poverty increase since 2006 and interrupted a long-term trend 
of consistent poverty reduction, the magnitude was substantially smaller than initially 
projected by domestic and international forecasting organizations, suggesting effective policy 
mitigation of crisis impacts on vulnerable populations. 
 

 
Figure 2: Indonesian Poverty Trends 2015-2021 by Geographic Area 

 
Disaggregated geographic analysis reveals important differential impacts across urban 

and rural areas, reflecting varying exposure to pandemic-related economic disruptions and 
differential effectiveness of social protection programs across different contexts. Urban 
poverty increased more dramatically than rural poverty, rising from 6.6% in September 2019 
to 7.9% in September 2020, representing a 1.3 percentage point increase that reflects the 
greater exposure of urban informal workers to mobility restrictions and service sector 
disruptions. Rural poverty increased from 12.6% to 13.2%, a more modest 0.6 percentage 
point increase that suggests greater resilience through subsistence agriculture and informal 
support networks while also indicating the effectiveness of rural-targeted programs like BLT 
Dana Desa in providing timely assistance to vulnerable rural households. 

Our comprehensive counterfactual analysis provides quantitative estimates of social 
protection program effectiveness in mitigating poverty increases during the economic crisis, 
employing rigorous methodological approaches to isolate program effects from broader 
economic trends and establish causal relationships between interventions and outcomes. 
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Following the established methodology of Suryahadi et al. (2020) and incorporating recent 
methodological advances for improved precision and robustness, the analysis constructs 
three carefully calibrated scenarios that enable decomposition of observed poverty changes 
into components attributable to economic disruption and policy response. The three 
scenarios include actual poverty outcomes with pandemic and social protection interventions 
(10.2%), projected poverty levels without pandemic occurrence (9.1%), and estimated poverty 
levels with pandemic but without expanded social protection response (14.2%). 

 

 
Figure 3: Counterfactual Analysis of Pandemic and Social Protection Impact on Poverty 

 
These results provide robust evidence that expanded social protection programs 

prevented poverty from rising by an additional 4.0 percentage points beyond the observed 
increase, demonstrating substantial program effectiveness in crisis mitigation while 
generating important insights for future emergency response design. In absolute terms, this 
represents approximately 11 million individuals who would have fallen into poverty without 
social assistance interventions, equivalent to the entire population of several Indonesian 
provinces and representing one of the largest poverty prevention achievements documented 
in recent development economics literature. The poverty mitigation effectiveness of 78% (4.0 
percentage points prevented out of 5.1 percentage points potential increase) demonstrates 
substantial program impact that compares favorably with international emergency response 
efforts while suggesting continued scope for improvement in targeting precision and program 
coordination. 

Regional disaggregation reveals important variation in program effectiveness across 
different geographic and administrative contexts, providing insights for optimal program 
design and resource allocation in future crisis responses. Social protection programs 
demonstrated higher poverty mitigation rates in urban areas (82% effectiveness) compared to 
rural areas (74% effectiveness), likely reflecting better targeting infrastructure, higher 
program penetration rates, and more developed digital payment systems in urban locations. 
However, rural programs achieved greater absolute coverage relative to population, 
suggesting different optimal approaches for different contexts while highlighting the 
importance of maintaining diverse delivery mechanisms capable of reaching populations with 
varying infrastructure access and administrative capacity. 

Beyond direct poverty mitigation through income transfers, social protection spending 
generated significant macroeconomic stimulus effects through consumption demand 
channels that amplified program benefits beyond immediate recipients while supporting 
broader economic recovery. Economic theory predicts that transfers to low-income 
households will have high consumption rates and local economic impact due to higher 
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marginal propensities to consume among constrained households, and empirical evidence 
from Indonesia confirms these theoretical predictions while demonstrating substantial 
multiplier effects. With marginal propensities to consume approaching 1.0 among target 
populations, social transfers were immediately channeled into spending on basic necessities, 
supporting local markets and maintaining employment in retail, food service, and other 
consumption-dependent sectors that provide employment for vulnerable workers. 

Conservative estimates derived from input-output analysis and validated through 
regional economic data suggest fiscal multiplier effects of social protection spending in the 
range of 1.2-1.4, meaning each rupiah of social assistance generated between 1.2-1.4 rupiah 
of additional economic activity throughout the economy (IMF, 2021). This multiplier effect 
proved particularly pronounced in rural areas where social transfers supported agricultural 
value chains and rural non-farm enterprises that provide essential linkages between 
agricultural production and consumer markets. The program's strategic emphasis on 
electronic payment mechanisms and digital voucher systems also generated important 
secondary benefits by accelerating Indonesia's financial inclusion objectives, requiring basic 
banking account opening for millions of previously unbanked households while 
demonstrating the feasibility of rapid financial system expansion during crisis conditions 
(Kemenkeu, 2021). 

Indonesia's social protection response compares favorably with regional and 
international peers across multiple dimensions including speed, scale, and apparent 
effectiveness, demonstrating superior administrative capacity and institutional preparation 
for crisis response among large developing economies. The total fiscal commitment of 
approximately 4.2% of GDP in 2020 exceeded most developing economy responses and 
matched levels observed in several high-income countries with more established welfare 
states, while maintaining fiscal sustainability through prudent debt management and 
favorable borrowing conditions. Comparative analysis with other ASEAN economies reveals 
Indonesia's superior administrative capacity for rapid program scaling during crisis 
conditions, with pre-existing social protection infrastructure enabling faster rollout and 
broader population coverage than regional peers lacking similar institutional development 
and digital infrastructure investments. 

The targeting accuracy achieved through DTKS utilization also exceeded regional 
benchmarks for emergency program implementation, demonstrating the cumulative benefits 
of sustained institutional investment in administrative capacity over extended periods. While 
inclusion and exclusion errors remain ongoing challenges requiring continuous improvement 
through enhanced data integration and more sophisticated eligibility assessment procedures, 
Indonesia's targeting performance surpassed that observed in emergency programs 
implemented by regional peers lacking comprehensive, regularly updated beneficiary 
identification systems (Tohari et al., 2019). These comparative advantages suggest that 
institutional preparation represents a critical determinant of crisis response effectiveness, 
with implications for long-term development strategy that extend beyond immediate social 
protection objectives. 
 
CONCLUSION 

Indonesia's experience with social protection expansion during COVID-19 provides 
compelling evidence for the effectiveness of comprehensive, digitally-enabled social assistance 
systems in mitigating severe economic shocks while generating broader macroeconomic 
benefits. The rigorous analysis demonstrates that rapid program scaling prevented 
approximately 11 million people from falling into poverty, achieving 78% mitigation of 
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potential poverty increases during the 2020 crisis. This represents one of the most successful 
emergency poverty prevention interventions documented in recent development economics 
literature, with implications extending far beyond Indonesia's specific context. 

The findings generate several critical policy implications for building resilient social 
protection systems in developing economies. First, pre-existing administrative infrastructure 
proves essential for effective crisis response. Indonesia's investments in the DTKS beneficiary 
database and digital payment systems enabled rapid program expansion impossible with 
manual systems, demonstrating that institutional preparation serves dual functions as 
development tool and crisis response capacity. This suggests that social protection 
infrastructure investments should be evaluated not only for normal-period effectiveness but 
also for emergency response potential. 

Second, the multi-program approach combining different transfer types achieved 
comprehensive coverage while maintaining reasonable targeting precision, though 
coordination challenges highlight needs for better integration mechanisms. The experience 
demonstrates that emergency response necessarily involves trade-offs between targeting 
accuracy and rapid coverage expansion, with optimal balance depending on crisis severity 
and administrative constraints. Third, substantial economic stimulus effects extended 
beyond direct poverty mitigation to support broader stabilization through consumption 
channels, generating fiscal multipliers of 1.2-1.4 that amplified program benefits throughout 
the economy. 

The persistent K-shaped recovery pattern reveals continuing structural vulnerabilities 
requiring sustained policy attention beyond immediate crisis response. Formal sector workers 
recovered more rapidly than informal workers, creating income gaps that emergency transfers 
only partially addressed. Without ongoing support and structural reforms addressing 
underlying labor market inequalities, these disparities risk becoming entrenched divisions 
undermining long-term poverty reduction progress. The analysis identifies several areas for 
system strengthening, including improved targeting mechanisms to reduce inclusion errors 
affecting 22% of wealthy households, expanded coverage for remote areas, and integrated 
approaches addressing informal sector vulnerability through employment policy and 
economic transformation initiatives. 

From international perspective, Indonesia's experience offers valuable lessons for other 
developing economies, though transferability depends on country-specific administrative 
capacity, digital infrastructure, fiscal space, and political economy factors. The combination 
of comprehensive databases, digital delivery mechanisms, and adequate fiscal space proved 
essential, while successful implementation required strong institutional capacity and 
sustained political commitment over extended periods. Future research should examine 
longer-term impacts on beneficiary trajectories and institutional capacity, while comparative 
analysis across different contexts would identify transferable versus country-specific success 
factors for more effective international development assistance and policy learning. 
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