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Table 1 2020

Population, million 273.6

GDP, current US$ billion 1 058.4

GDP per capita, current US$ 3868.5

International poverty rate ($1.9)
a 2.7

Lower middle-income poverty rate ($3.2)
a 1 9.9

Upper middle-income poverty rate ($5.5)
a 52.2

Gini index
a 38.2

School enro llment, primary (% gross)
b 1 06.4

Life expectancy at birth, years
b 71 .5

(a) M ost recent value (2019), 2011 PPPs.

(b) M ost recent WDI value (2018).

Source: WDI, M acro Poverty Outlook, and off icial data.

Notes:

Key conditions and 
challenges 
 
Indonesia’s economy diversified in past 
decades but suffers from weak competi-
tion, limited openness to trade, relatively 
low human capital, and under-developed 
financial markets.  
Employment saw robust growth in the 
previous decade, but most jobs were cre-
ated in low productivity services such as 
trade, transport, and hospitality. These 
sectors are contact-dependent and have 
been more severely impacted by the 
COVID-19 crisis. They also host many 
informal workers, which raises challeng-
es for the social protection response to 
the crisis. The impact of the pandemic on 
labor income also risks reversing some of 
the strong poverty reduction gains in the 
past decade. 
The COVID-19 crisis heightens Indone-
sia’s long-standing challenges of financing 
its development needs and current ac-
count in a stable and sustainable manner. 
Tax revenues are low compared to peer 
countries (10.6 percent of GDP in 2010-
2019) and Indonesia is dependent on vola-
tile portfolio flows whilst FDI is low.  
 
 

Recent developments 
 
The economy went into recession in 2020 (-
2.1 percent growth) for the first time in two 
decades.  This was caused by a sharp drop 

in domestic demand due to social distanc-
ing and high uncertainty. This was only 
partially offset by increased public spend-
ing to support the health sector, house-
holds, and firms. Net exports contributed 
positively to growth as imports plummet-
ed due to weak domestic demand.  
Consumer confidence remains pessimistic 
during the first two months of 2021 amid 
surging COVID-19 cases and despite posi-
tive signals on vaccine rollout. Retail sales 
are subdued pointing to weak private 
consumption growth, but manufacturing 
shows signs of stronger recovery driven 
by more upbeat external demand and 
commodity prices.  
The crisis adversely impacted employ-
ment and labor income. Unemployment 
rose from 6.3 to 7.1 percent and underem-
ployment increased from 6.4 to 10.2 per-
cent in the third quarter of 2020 compared 
to the year before. As a result, the national 
poverty rate increased from 9.8 to 10.2 
percent between March and September 
2020, its highest level since 2017. A World 
Bank household survey found that em-
ployment recovered partially during the 
second half of 2020, but many Indonesians 
still work and earn less than before the 
crisis. Food insecurity risks remain elevat-
ed in some segments of the population. 
Fiscal and monetary authorities respond-
ed boldly to cushion the impact of the 
COVID-19 shock. Bank Indonesia (BI) cut 
its policy rate by 150 basis points to 3.5 
percent between February 2020 and 
March 2021. It also eased monetary condi-
tions through liquidity injections and re-
laxed monetary regulations, including a 
large local currency government bond 

INDONESIA 

The COVID-19 crisis risks deepening 

Indonesia’s challenges of accelerating 

medium-term growth, creating middle 

class jobs, and financing the twin defi-

cit in a stable and sustainable manner. 

The government is working on land-

mark reforms to attract foreign invest-

ment and strengthen competitiveness 

which could improve medium-term pro-

spects. In the near term, the govern-

ment maintains a substantial fiscal 

package to fight the pandemic, provide 

relief and support the recovery. 

FIGURE 1  Indonesia / Real GDP growth and contributions 

to real GDP growth 

FIGURE 2  Indonesia / Poverty rates, actual and projected 

Sources: National Statistics Agency; World Bank. Sources: National Statistics Agency; World Bank. 
Note: Forecast is from 2020 onwards, based on unmitigated circumstances. 
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purchase program (3.7 percent of GDP of 
which 3.0 percent of GDP in the primary 
market) to stabilize markets and help fi-
nance the fiscal deficit.  
In February 2021, the government in-
creased the 2021 COVID-19 fiscal response 
package from 2.4 to 4.2 percent of GDP. 
This will finance the COVID-19 vaccina-
tion campaign, social protection, and 
MSME support programs. The COVID-
related spending increase will be offset by 
reductions to non-priority public spend-
ing to keep the deficit within the ap-
proved Budget. The financing plan has 
not been fully communicated but some 
level of Central Bank deficit financing is 
expected to remain this year with the cen-
tral bank acting as a stand-by buyer. 
  
 

Outlook 
 
The economy is projected to rebound to 
4.4 percent in 2021 driven by a base effect 
and a gradual improvement in consumer 
spending and stronger global growth and 
export commodity prices. Growth could 
strengthen to 5.0 percent in 2022 assuming 
successful rollout of COVID-19 vaccines.   
Growth in contact-intensive services sec-
tors is expected to remain muted in 2021-
2022 while a stronger recovery in ad-
vanced countries and some emerging 

market economies would support growth 
in mining and export-oriented manufac-
turing sectors.  
Potential growth is projected to drop to 4.6 
percent in 2021-2023 from 5.2 percent be-
fore the crisis owing to the scarring effects 
of COVID-19 largely driven by weak in-
vestment. Indonesia’s medium-term pro-
spects therefore depend on structural re-
forms to protect and lift potential growth. 
The recently approved Omnibus Law on 
Job Creation would be an important step 
in this direction if well implemented.  
The current account deficit (CAD) is ex-
pected to be contained in the short term 
but to gradually widen as domestic de-
mand recovers. Stronger external buffers, 
a more stable Rupiah, and low inflation 
provide BI with some room to ease mone-
tary policy and support the recovery 
through 2021 if warranted. But external 
pressures could build up as advanced 
economies recover and adjust their mone-
tary and fiscal policies. 
The fiscal deficit would remain above 3.0 
percent until 2023, leading to elevated 
financing needs (8-9 percent of GDP) and 
higher public debt (43.0 percent of GDP in 
2023). The increased level of interest pay-
ments would put pressure on fiscal space 
in the medium term absent a strong recov-
ery and revenue reforms. 
International poverty rate (based on 
US$3.2 per day threshold for lower-middle 

income countries) is projected to fall from 
2021 onwards to 19.8 and 16.4 percent in 
2021 and 2023, respectively. The pace in 
poverty reduction is expected to slow 
down in the context of slow economic 
recovery in the coming years. Long-term 
efforts are crucial to reverse potential set-
backs from lower human capital accumu-
lation, asset depletion and uneven eco-
nomic recovery. 
Risks to the outlook are severely tilted to 
the downside. Growth could reach only 
2.1 percent in 2021 and 3.1 percent in 2022 
in a downside scenario of reduced mobili-
ty or depressed consumer confidence in 
Indonesia and a worsening of external 
conditions. These developments could 
result a from failure to contain the pan-
demic, slower than expected vaccination, 
weaker than expected external demand or 
sudden stop or reversal in capital flows.  
The government ordered a total of 329.5 
million doses of COVID-19 vaccines from 
various sources – of which 28 million dos-
es have been received as of early February 
- and committed to providing free vaccines 
to all citizens. The vaccination campaign 
was launched in mid-January and the gov-
ernment expects to vaccinate all citizens 
aged 18 years and above (70 percent of the 
population) by March 2022. But the availa-
bility of vaccines and Indonesia’s large 
population and territory are significant 
hurdles to rapid mass vaccination. 

TABLE 2  Indonesia / Macro poverty outlook indicators (annual percent change unless indicated otherwise) 

2018 2019 2020 e 2021 f 2022 f 2023 f

Real GDP growth, at constant market prices 5.2 5.0 -2.1 4.4 5.0 5.1

Private Consumption 5.1 5.2 -2.7 4.2 4.6 5.1

Government Consumption 4.8 3.3 1.9 3.1 3.8 3.3

Gross Fixed Capital Investment 6.7 4.5 -4.9 3.9 4.8 5.5

Exports, Goods and Services 6.5 -0.9 -7.7 5.3 6.2 7.0

Imports, Goods and Services 12.1 -7.4 -14.7 3.7 4.1 7.5

Real GDP growth, at constant factor prices 4.9 5.0 -1.6 4.1 5.0 5.1

Agriculture 3.9 3.6 1.8 3.7 3.8 3.9

Industry 4.3 3.8 -2.8 5.5 4.3 4.4

Services 5.8 6.4 -1.4 2.9 6.0 6.1

Inflation (Consumer Price Index) 3.3 2.8 2.0 2.3 2.8 3.2

Current Account Balance (% of GDP) -2.9 -2.7 -0.4 -1.4 -1.6 -2.0

Net Foreign Direct Investment (% of GDP) 1.2 1.8 1.3 1.2 1.4 1.5

Fiscal Balance (% of GDP) -1.8 -2.2 -6.2 -5.4 -4.1 -3.0

Debt (% of GDP) 30.4 30.0 39.4 41.2 42.6 43.0

Primary Balance (% of GDP) -0.1 -0.5 -4.2 -3.2 -1.9 -0.7

International poverty rate ($1.9 in 2011 PPP)a,b 3.6 2.7 3.0 2.6 2.2 1.9

Lower middle-income poverty rate ($3.2 in 2011 PPP)a,b 21.6 19.9 21.4 19.8 18.1 16.4

Upper middle-income poverty rate ($5.5 in 2011 PPP)a,b 53.3 52.2 53.9 52.1 50.1 48.0

Source: World Bank, Poverty & Equity and M acroeconomics, Trade & Investment Global Practices.
Notes: e =  estimate, f = forecast.
NA
(a)  Calculations based on EAPPOV harmonization, using 2011-SUSENAS, 2018-SUSENAS, and 2019-SUSENAS data. 

Actual data: 2019. Forecast is from 2020 to 2023 and based on unmitigated circumstances.

(b) Projection using annualized elasticity (2011-2019)   with pass-through = 1 based on GDP per capita in constant LCU. 


