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“We all have a stake in ensuring that 
governments implement scal justice policy: 
a tax system that is progressive applies 
higher tax rates to higher levels of  income 
and generates sufcient public revenue. 
This revenue is fairly redistributed and 
focused on addressing extreme inequality 
and reducing poverty”.
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The prediction of a global 
recession in 2023 is an early 
warning for a number of 
countries after the COVID-19 
pandemic.
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https://documents1.worldbank.org/curated/en/185391583249079464/pdf/Global-Recessions.pdf
https://openknowledge.worldbank.org/bitstream/handle/10986/38019/Global-Recession.pdf
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The threat of a global recession 
is also its own challenge for 
Indonesia. Failure to anticipate 
global economic disruption will 
have a signicant impact on 
vulnerable communities including 
those in rural areas, especially 
due to ination and food 
scarcity.

First of all, under Jokowi's government, 
foreign debt persists to increase by 
44% from $293 million at the end of 
2014 to $422 million in October 2021 

5or equivalent to IDR 6,582 trillion .

04
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https://www.sciencedirect.com/science/article/abs/pii/S0304387809000133
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=984611
https://www.credit-suisse.com/about-us/en/reports-research/global-wealth-report/tables.html
https://www.tandfonline.com/doi/full/10.1080/1331677X.2021.1954967
https://taxfoundation.org/publications/value-added-tax-rates-vat-by-country/
https://taxfoundation.org/publications/value-added-tax-rates-vat-by-country/


S e c o n d  o f  a l l ,  t h e  J o k o w i 
administration prioritises the development 
of infrastructure megaprojects which have 
the potential to burden the state budget 
in the future. 

Thirdly, the social protection system in 
Indonesia has not been capable of 
boosting people's welfare, especially 
for middle to lower class groups (low-
income individuals).

Aim and Focus of Analysis
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What are the scal conditions of 
Indonesia under the leadership of 

President Joko Widodo for 
two presidential periods?

01

To what extent have the efforts 
been made to reform the scal 

sector in Indonesia and what are 
the implications for the future 

economy?

02
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https://www.tandfonline.com/doi/full/10.1080/23311886.2017.1295548
https://taxsummaries.pwc.com/quick-charts/value-added-tax-vat-rates/
https://www.tandfonline.com/doi/full/10.1080/23311886.2017.1295548
https://aseas.univie.ac.at/index.php/aseas/article/view/6153


Indonesia's Tax Policy Under 
the Jokowi Administration
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A. Indonesia's Tax Ratio

Fundamentally, an increase 
in VAT rates often have 
a positive correlation with 
the increase in tax revenue, 
so that the country would 
have the potential to have 

15a better economic growth.
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https://taxfoundation.org/publications/value-added-tax-rates-vat-by-country/
https://taxsummaries.pwc.com/quick-charts/value-added-tax-vat-rates/
https://www.sciencedirect.com/science/article/abs/pii/S0304387809000133
https://www.tandfonline.com/doi/full/10.1080/1331677X.2021.1954967


CELIOS 07

Tabel 1. State Revenue Realisation through Taxation 2015 – 2022 (in trillion rupiah)

Source: Central Bureau of Statistics, 2022

Since 2015, the trend shows 
that the tax ratio in Indonesia 
is declining.

Source

Tax 
Revenue
Domestic 
Tax

Income 
Tax
Value 
Added Tax 
and Sales 
Tax on 
Luxury 
Goods

Property 
Tax

Custom Tax
Other Tax

Import Tax
Export Tax

Acquisition 
Cost of Land 
and Building 
Rights

International 
Trade Tax
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https://papers.ssrn.com/sol3/papers.cfm?abstract_id=984611
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Source: Ministry of Finance (processed)
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Figure 1. Tax ratio in Indonesia 2015 – 2022 (Projection)
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https://www.credit-suisse.com/about-us/en/reports-research/global-wealth-report/tables.html
https://www.credit-suisse.com/about-us/en/reports-research/global-wealth-report/tables.html
https://www.credit-suisse.com/about-us/en/reports-research/global-wealth-report/tables.html
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B. Effectiveness of Tax Incentives as the Main Driver 
    for Investment

However, the implementation of Tax Holiday 
in Indonesia has become a dilemma as it 
has the potential to reduce state revenues 
and spike up the tax spending budget. 
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https://ojs.stiami.ac.id/index.php/reformasi/article/view/1423
https://fiskal.kemenkeu.go.id/files/ter/file/TER-2019.pdf
https://mucglobal.com/id/news/2991/pemerintah-kejar-rp-1573-komitmen-investasi-fasilitas-tax-holiday
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Besides Tax Holiday, the implementation 
of Tax Allowance in Indonesia is also 
problematic.

Multiplier Effect in Tax Allowance

Executive Summary Introduction Findings Recommend

https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1475-5890.2008.00082.x
https://www.oecd.org/investment/oecd-investment-policy-reviews-indonesia-2020-b56512da-en.htm
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Source: Decree No. 11 of 2016 and Minister of Finance Decree No. 196/PMK.03/2021

C. Tax Amnesty and Its Impact on Taxpayer Compliance

Table 2. Comparison of Tax Amnesty Volume 1 and 2

Period 1 (1 July 
– 30 Sept 2016)

Period 2 (1 Oct 
– 31 Dec 2016)

Period 3 (1 Jan 
– 31 Mar 2017)

1 January 
– 31 June 2022

Volume 
1

Domestic 
declaration
Overseas declaration

Volume 
2

Policy 1
For Tax Amnesty 
participants in 2016 
– 2017 who have not 
disclosed their assets 
as of 31 December 
2015

Domestic declaration

Domestic declaration

Overseas declaration

Assets abroad repatriated and 
domestic assets declared

Policy 2
For individual 
taxpayers of 2016 
– 2020 with assets 
that have not been 
disclosed in the 2020 
SPT

Overseas declaration

Assets abroad repatriated and 
domestic assets declared
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https://www.nber.org/papers/w2096
https://journals.sagepub.com/doi/abs/10.1177/1091142105275438
https://www.jstor.org/stable/20769148
https://www.tandfonline.com/doi/full/10.1080/23311975.2019.1659909
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For compliant and honest taxpayers, 
tax amnesty has the potential to be 
interpreted as an unfair policy.

Executive Summary Introduction Findings Recommend

https://jurnal.pknstan.ac.id/index.php/JPI/article/view/669
https://journals.sagepub.com/doi/10.1177/2158244020968793
https://www.sciencedirect.com/science/article/pii/S0313592609500197
https://www.semanticscholar.org/paper/Tax-Amnesty-with-Effects-and-Effecting-Aspects%3A-Tax-Sara%C3%A7olu-%C3%87akurlu/01a903b7f6308efed98c672342781f54ff9a1692
https://ideas.repec.org/p/fth/bosecd/53.html
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Track Record of Government Spending

A. The quality of public spending

Based on the realisation of 
the state budget, goods and 
personnel expenditures have been 
the two largest types of government 
spending.

To increase economic growth, 
the  government  shou ld 
increase the amount of capital 
expenditure  instead of 
spending the budget on the 
bureaucracy, on personnel 
and goods. 

Photo by Artem Podrez (pexels.com)
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https://www.sciencedirect.com/science/article/abs/pii/S0304393296900392
https://www.tandfonline.com/doi/abs/10.1080/1350485042000293130
https://onlinelibrary.wiley.com/doi/abs/10.1111/j.1467-9957.2007.01028.x
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Source: Book II of Financial Receipts with RAPBN 2023

Table 3. Central Government Expenditures by Type 2018 – 2023 (in trillion rupiah)
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Figure 2. Budget Realisation Decit 2018 – RAPBN 2023 (in trillion rupiah)
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https://www.tandfonline.com/doi/abs/10.1080/00074918.2012.654485
https://www.tandfonline.com/doi/abs/10.1080/00074918.2012.654485
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Thus far, the increase in the 
education budget has not been 
able to optimally accelerate 
the improvement of education 
quality in Indonesia.

Source: Central Bureau of Statistics, 2022

Studies have shown that 
countries with greater defence 
or military spending than 
education and healthcare tend 

39to have higher corruption rates.  

Table 4. Central Government Expenditure by Function 2017 – 2021 (in trilion rupiah)

Function

Public Service

Defense

Order and Security

Economy

Environment

Housing and Public Facilities

Healthcare

Tourism and Culture

Religion

Education

Social Protection

Total
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https://www.adb.org/sites/default/files/publication/516586/spi-asia-2019.pdf
https://www.adb.org/sites/default/files/publication/758046/sdwp-080-covid-19-social-protection-asia-pacific-costs-2020-2030.pdf
https://www.sciencedirect.com/science/article/abs/pii/S0047272798000255
https://www.sciencedirect.com/science/article/abs/pii/S0176268001000544
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B. Budget Settlement and Fiscal Leakage

Figure 3. Settlement of Regional Government Budget in August 
              2021 – August 2022 (in trillion rupiah)
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The  i s s ue  o f  r eg i ona l 
government budgets settling 
in banks should be a concern 
for both the central and 
regional governments.

Table 5. Types of Problems and Potential Losses of Regional Government Budgets

ISSUES

Source: Annual Report from the Audit Board, 2021 

cases of fragile internal control systems

cases of
inefciency, ineffective, 
wastefulness

Maladministration

losses (Rp 452,37 Billion)cases of

acquired less (Rp 587,55 Billion)

losses potential (Rp 262,44 Billion)

unthrifty (IDR 137,78 Billion)

ineffective (IDR 76,34 Million)
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A. Performance of Government Debt Instruments 
     and Investments

Evidence Review of the Debt Conditions 
under the Jokowi Administration

Figure 4. Total government debt 2015 – 2021 (in quadrillion rupiah)
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Table 6. State Budget Financing 2018 – 2023 (in trillion rupiah)

Source: Book II of Financial Receipts with RAPBN 2023

In Indonesia, debt nancing tends 
to be higher than investment 
funding. This means that instead 
of  spending the state budget on 
productive sectors, the Indonesian 
government is still struggling to 
pay off  their debt.

Types

Debt 
Financing

Sovereign 
Debt

Loan 
(net)

DN 
Loan

LN 
Loan (net)

Investment 
Funding

Loan  
Disbursement

Guarantee 
Obligation

Other 
Fundings

Total
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Figure 5. Debt to GDP Ratio (percentage)

Source: Ministry of 
Finance, 2022 

The issue of state debt cannot 
be seen solely from the ratio or 
percentage of safety, but it is 
also important to consider the 
utilisation of debt and the 
types of creditor.
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https://www.ceicdata.com/en/indicator/greece/government-debt--of-nominal-gdp
https://www.thebalancemoney.com/what-is-the-greece-debt-crisis-3305525
https://www.ceicdata.com/en/indicator/japan/government-debt--of-nominal-gdp
https://www.mof.go.jp/english/policy/jgbs/reference/Others/holdings01.pdf
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The debt-to-GDP ratio in Indonesia 
still sits below the statutory threshold, 
but it should not be used as a reason 
to increase debt. This is because the 
value of exports, which is the main 
driver for increasing state revenues 
in Indonesia, is still dominated by 
non-renewable resources, such as 
coal, copper and natural gas.

https://pxhere.com/id/photo/1434301
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https://www.ceicdata.com/en/indicator/malaysia/government-debt--of-nominal-gdp
https://www.trademap.org/Country_SelProduct_TS.aspx?nvpm=%7c%7c%7c%7c%7cTOTAL%7c%7c%7c2%7c1%7c1%7c2%7c2%7c1%7c2%7c1%7c%7c1
https://www.mongabay.co.id/2017/05/21/ketika-bangun-rel-kereta-api-batubara-katingan-gunung-mas-mulai-tanpa-izin/
https://ekon.go.id/publikasi/detail/355/skema-burden-sharing-membuat-bank-indonesia-bi-harus-menanggung-539-beban-bunga-apbn
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B. The Political Side of Foreign Debt Policy

The burden sharing system has the 
potential to make BI a mere 'cash 
cow' for the interests of development 
and political funding for the 
government.

The International Monetary Fund 
(IMF) has advised that the purchase 
of Government Securities by the 
central bank should be done 
according to independent initiative, 
not at the request of the government 
or the Ministry of Finance.
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https://files.stlouisfed.org/files/htdocs/publications/es/10/ES1034.pdf
https://www.imf.org/en/Publications/CR/Issues/2021/03/01/Indonesia-2020-Article-IV-Consultation-Press-Release-Staff-Report-and-Statement-by-the-50131
https://ekon.go.id/publikasi/detail/355/skema-burden-sharing-membuat-bank-indonesia-bi-harus-menanggung-539-beban-bunga-apbn


CELIOS 24

Second, the independence of BI as 
a central bank needs to be questioned 
as it is now required to share the 
burden of the country's debt with 
the Ministry of Finance as part of 
the government.

Executive Summary Introduction Findings Recommend
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A. Performance of Infrastructure Financing

SOE-based Infrastructure Project 
Risk Review

Table 7. Condition of SOE Infrastructure Executive 2015 – 2021 (in million rupiah)

Source: Book II of Financial Receipts with RAPBN 2023

SOE Infrastructure
Total State Equity 

Participation 
2015 – 2021

Asset Increase 
2015 – 2021

Leveraging (Asset 
Increase : Total PM)
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https://staff.ui.ac.id/system/files/users/buddi.wibowo/material/document_from_buddi_wibowo.pdf
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Indonesia's Strategic Position in China's Belt Road Initiative

Table 8. Comparison of the Original and Revised KCJB Project Plans

Track 
Length
(km)

Revision
2020 

(Revision: 
2023)

China: 40%
Indonesia: 60%

$5,5 million 

Number 
of 

Stations

Speed 
(Km/h)

Year of 
Operation Shareholder

Expenditure 
Prediction

Infrastructure projects in Indonesia are 
infamous for its inconsistency, complexity 

and having 55. This 

includes the Jakarta-Bandung High Speed 

Railway 
of the development of the KCJB project for 

-

original plan and the latest revision of the 

KCJB project, ranging from technical to 

economic matters (see Table 8)56.  

China: 90%
Indonesia: 10%

$6 million 
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https://www.think-asia.org/handle/11540/7938
https://www.aiddata.org/publications/banking-on-the-belt-and-road
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However, it must be noted that 
the KCJB project does not only 
involve direct stakeholders at 
the management level, but also 
the community.

Photo by Greece-China  News (pexels.com)

In this project, there are at least two main 
types of risks that the government must pay 

close attention to57. First is institutional risk, 

rules 
ensure the success of the KCJB project. In 

2018, this project was estimated to require 

600 hectares of land. In order to acquire 

this land, -

eld.  
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https://www.journal.indef.or.id/BisnisEkonomiPolitik/article/view/27
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B. Capital City Relocation Project
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https://politik.brin.go.id/kolom/pemilu-partai-politik-otonomi-daerah/dampak-pemindahan-ibu-kota-negara-terhadap-pengembangan-kompetensi-aparatur-sipil-negara/
https://www.dpr.go.id/dokakd/dokumen/PANSUS-RJ-20211215-032734-8993.pdf
https://iptek.its.ac.id/index.php/jifam/article/view/6966/4660
https://www.geoguessr.com/seterra/en/p/countries-with-two-capitals
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In Indonesian context, the plan to 
relocate the capital city as of now 
seems nonurgent and scally 
unsound.

Executive Summary Introduction Findings Recommend

https://data.worldbank.org/indicator/NY.GDP.MKTP.KD.ZG?locations=ID
https://ikn.go.id/en/ksp-pembangunan-ibu-kota-baru-perlu-anggaran-rp-466-t-tak-semua-ditanggung-apbn
https://ekonomi.bisnis.com/read/20220313/10/1510074/softbank-cabut-dari-ikn-ekonom-sarankan-hal-ini
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Policy Recommendations

Challenges Recommendations Actors

Ministry of Finance, 
House of Representatives

The state budget is 
dominated by personnel 
and goods spending

Redesign of the state 
budget

Tax revenue decreased
Taxation for the super 
rich

Ministry of Finance

Tax incentives are not in 
favor of the lower 
middle class

Application of tax 
incentives in an inclusive 
and divergent manner 

Tax amnesty has the 
potential to reduce 
taxpayer compliance 
that has been honest

Public involvement 
through voting and 
deliberation regarding 
the urgency of tax 
amnesty

Defense spending 
dominates spending on 
health and social 
protection

Revitalizing the urgency 
of spending on health 
and social protection

Ministry of Finance, 
Health, and Social

Synchronizing 
commitments of various 
stakeholders 

Ministry of Finance, 
Governor, Mayor, and 
Regional's Stakeholders

Local government's 
budget settlement in 
banks

Expenditures are difcult 
to identify

Using Public Expenditure 
Tracking Survey (PETS) 
method

Ministry of Finance, 
Central Bureau of 
Statistics

The country is trapped 
in a vicious cycle of debt 

Primary balance 
improvement 

Ministry of Finance

SOE-based infrastructure 
development has the 
potential to fail 
economically and 
politically

SOE performance 
indicator reform

Revitalization of 
sustainability aspect 

Ministry of SOE, 
Coordinating Ministry for 
Maritime and 
Investements Affairs 

Ministry of SOE

Strengthening political 
commitment at the 
regional level

Ministry of Finance
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1. Tax Policy Strategy

1.1. Tax Imposition for the Super Rich

Should the Rich Pay More Tax?
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https://www.cambridge.org/core/journals/european-political-science-review/article/tax-the-rich-the-financial-crisis-fiscal-fairness-and-progressive-income-taxation/902BFE19A40A36AB40BD99B3BF5A80EE
https://www.bps.go.id/pressrelease/2022/07/15/1933/gini-ratio-maret-2022-tercatat-sebesar-0-384.html
https://content.knightfrank.com/research/83/documents/en/the-wealth-report-2021-7865.pdf
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1.2. Implementation of Inclusive and Divergent Tax Incentives

Tax incentives are not always in the form of reducing tax obligations, 
but can also be reallocation of tax for empowering and developing 
the skills of the lower middle class so they can work in strategic 
industries within the economy.

1.3. Public Involvement in Tax Amnesty Policy

2. Strengthening the Quality of State Expenditures

2.1. Redesigning the Posture of the State Budget

Redesigning the posture of the state budget must be done in stages.

Executive Summary Introduction Findings Recommend

https://www.brookings.edu/research/examining-the-local-value-of-economic-development-incentives/
https://www.brookings.edu/blog/the-avenue/2021/05/05/how-tax-incentives-can-power-more-equitable-inclusive-growth/
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2.3. Strengthening Political Commitment at the Regional Level

2.4. Synchronisation of Various Stakeholders

The government as a public servant should provide services for 
citizens without creating problems along the way, whether 
administratively, technically and economically.

It should be noted that it does not mean defence spending is made 
null and void, but should be adjusted to the challenges currently 
faced, accompanied by a stronger supervision on defence budget.

2.2. Revitalising the Urgency of Spending on Healthcare 
       and Social Protection

2.5. Optimising the use of the Public Expenditure Tracking Server (PETS) 
       to track expenses

Executive Summary Introduction Findings Recommend

https://link.springer.com/article/10.1007/s13132-021-00789-8
https://www.mdpi.com/1999-4907/5/8/2016
https://policycommons.net/artifacts/2329886/beyond-political-commitment-to-sanitation/3090511/
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3. Exiting the Vicious Cycle of Foreign Debt

3.1. Strengthening Primary Balance

4. Risk Mitigation of Infrastructure Development

4.1. Reformation of State-Owned Enterprises Performance Indicators

Second, the government needs to reform performance indicators of 
State-Owned Enterprises, not just in terms of efciency and economic 
benets but to also ensure the sustainability and overall benets 
of the project for the society.

4.2. Revitalisation of Sustainability Aspects

The government must ensure the public that every development project 
worth trillions is not done in vain, but can provide benets to all 
elements of society in a comprehensive and inclusive manner.
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https://openknowledge.worldbank.org/handle/10986/11104
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