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Executive Summary

In 2018, Indonesia’s poverty rate fell below 10 percent for the first time; poverty rates had halved over the
previous two decades, driven in large part by strong economic growth in the country. The rate of poverty decline
has slowed in recent years, and, despite sustained growth, a fifth of households in Indonesia are still classified as
vulnerable, living just above the poverty line. The emerging challenge for Indonesia is to translate economic
growth more effectively into lasting household prosperity and resilience in order to achieve the Government’s
objective of becoming an upper middle-income country.! This is now more important than ever as COVID-19 and
its economic fallout is putting Indonesia’s hard earned gains in economic growth and poverty, and the
Government’s medium-term development goal, at risk.

Continued economic growth, rather than changes in distribution, will continue to be a key driver of poverty
reduction in Indonesia. This development objective -- continued economic growth and poverty reduction -- is the
overarching objective of the Government of Indonesia’s new medium-term development plan (Rencana
Pembanguanan Jangka Menengah Nasional or RPJMN) (2020-2024). The RPJMN includes priorities on
strengthening economic resilience for quality growth, increasing the quality and competitiveness of the country’s
human resources, and improving investments in infrastructure and enabling services. The RPJMN also includes
specific priorities on gender, including targets on access to education, access to employment, health status,
violence and access to politics.

As Indonesia endeavors to recover from COVID-19 and the economic downturn, policy makers must consider all
options to ensure back-to-work transitions move beyond past rigidities and are more inclusive of women to drive
stronger economic growth. Investments in gender equality to close specific gender gaps have the potential to
contribute to greater economic growth for Indonesia, thereby contributing to further poverty reduction.?
Indonesia has made significant progress on several dimensions of gender equality, including achieving gender
parity in net enrollment rates, and expanding basic health services. However, these improvements have not yet
translated into increased economic participation of women. Indonesia’s female labor force participation (FLFP)
rates have remained low and stubbornly stagnant over the last two decades, at around 52 percent (against labor
force participation rates of men around 85 percent). Boosting women’s economic participation to achieve parity
with other East Asian countries is estimated to be able to contribute to between US$125-135 billion in annual GDP
by 2025, or around 0.67 percentage points in annual growth.? This growth potential is significant and will be key
stimulating Indonesia’s road to recovery.

The objective of this report is to provide a broad overview of the current state of gender equality and women’s
issues in Indonesia, including in light of COVID-19; and to provide an evidence base for the Indonesian Government
on specific actions and priority responses needed to close gender gaps to drive the growth and human capital
potential of the country. Specifically, the assessment focuses on areas where demonstrated improvements in
gender equality can contribute to economic growth, both in the short term through improvements in economic
participation, but also over the medium term through investments in human capital.

Structure of the Report

The report starts by providing the assessment framework and context to understand patterns of gender equality
in Indonesia (Chapter 1 and Chapter 2). It then moves to a discussion on women’s economic participation to

1 Bappenas, Medium Term National Development Plan (RPJMN) 2020-24.
2 See for example Kabeer and Natali (2013); and Elborgh-woytek et al. (2013).
3 See McKinsey and Company (2018); and Cameron et al. (2019).
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elucidate the key factors underlying these current trends (Chapter 3), before moving to a discussion of the current
areas Indonesia would need to address to ensure the equivalent human capital accumulation of women across
the country (Chapter 4). It then summarizes some of the early dual health and economic impacts of the COVID-19
pandemic (Chapter 5), before providing a set of strategic priority actions to advance the country’s growth and
poverty reduction objectives through investments in gender equality (Chapter 6).

Key Findings: Growth and Women's Economic Participation

Indonesia has made some significant improvements in gender equality. However, these have not translated
into increased economic participation for women, and marriage continues to be the biggest predictor of
dropping out of the labor force. FLFP has remained stagnant at around 52 percent for the last two decades —
lower than male LFP at 85 percent, and much lower than rates in other East Asian countries. The key predictors
of women’s absence from the labor force are marriage and childbearing. Marriage reduces labor force
participation for all women except those with tertiary education. A married woman in rural areas is 11
percentage points less likely to be working than a single woman. The difference is even more pronounced in
urban areas where a married woman is 25 percentage points less likely to be working or looking for work than
a single woman. When women leave wage labor for marriage or childbirth, they often do not return to wage
work.* Instead they enter family business or self-employment as their children grow, with lower returns on
their labor.> Improved policy and regulatory frameworks will remove barriers and provide incentives for
married women to remain in the labor force.

Most women in the labor force remain predominantly in low productivity sectors and in informal work.
Structural changes to the economy in Indonesia have seen an overall shift in employment from the agricultural
sector to manufacturing and services. Women'’s labor has broadly followed this trend, with significant declines
in women active in the agriculture sector (although it continues to be the second biggest employer for
women). Shifts in the economy have seen more women take up wage employment, with a twelve percent
increase between 2001 and 2019, although this was offset by women moving out of unpaid family work (17
percent decline over the same period). Occupational segregation in terms of gender persists: in the services
sector, women remain predominantly in low productivity sectors (retail trade, restaurants, and hotels), with
the construction; electricity, gas, and water supply; transport; and finance and business services sectors
continuing to be male dominated. While the gap between the informal and formal sectors have narrowed,
more women are employed in the informal sector, with rural women making up the largest category of non-
wage workers.® Women make up around half of the international migrant worker population with around
nine million women working overseas in 2016.

Indonesia has a large pool of women entrepreneurs, but most are not fulfilling their growth potential.
Women-owned businesses make up around 60 percent of small businesses, but these tend to be primarily
micro and informal home-based businesses. These businesses could be more productive with better access to
capital, credit, technology and markets. Several factors underpin the smaller size and lower productivity of
these businesses. First, women generally own fewer assets to use as collateral to access finance. Second,
prevalent lending practices typically necessitate husbands or other male relatives to act as co-signatories on
loans. Third, programs to boost small business productivity are reflective of an inherent bias towards male-
owned businesses.

4 As Schaner and Das (2016) note: “Although women do appear to reenter the labor force as their children get older, they do so by
performing family work or engaging in self-employment; there is no reentry into wage work as children age”.

5 Schaner and Das (2016).

6 Badan Pusat Statistik (2018).



o There are several root causes that shape women’s economic participation. First, the gender gap in labor
force participation occurs primarily during childrearing years, implying an unmet demand for childcare, and
indicating that this is a significant constraint. Second, with few flexible or part-time work possibilities offered,
many women opt to drop out of the labor force after marriage. Third, workforce protection in several areas—
such as expanded and harmonized parental leave, worker protections, discrimination in hiring and sexual
harassment—remain key gaps. Fourth, while the wage gap has been shrinking, women continue to see a wage
gap of around 30 percent as compared to similarly qualified male colleagues, and much of these differences
are attributed to discrimination, rather than differences in productivity.” Finally, social norms in Indonesia
continue to see women as wives and mothers, roles that are often at odds with continued work, although
there is some evidence that these are shifting.

Key Findings: Enhancing Human Capital through Gender Equality

e Indonesia has increased investment in delivering the services to improve human capital over the last few
decades and has seen important human capital and gender equality improvements. In recent years,
Indonesia has achieved gender parity in net enrolment rates (NER)® at the national level, and Indonesian girls
outperform boys, with PISA results showing higher average scores for girls in math, science, and reading. In
terms of health, Indonesia has improved life expectancy; reduced fertility rates, child mortality, and to a lesser
extent maternal mortality; and introduced landmark legislation that has helped provide a pathway for
Indonesia to achieve universal health coverage (UHC). Boosting Indonesia’s growth in the medium term will
be dependent on investments today supporting the effective accumulation of human capital. This will
necessitate a continued focus to ensure that this accumulation is accruing with gender parity.

e Indonesia has made progress on the expansion of social protection programs, streamlining different
programs and simplifying access to social assistance programs. Access to these programs is made simpler by
an expansion of the civil registry system, with around 92 percent of the population now covered with national
identification cards.’ However, the coverage of civil registry remains much lower; only around thirty percent
of the population has legally registered a marriage. This low rate of coverage impacts women, especially, in
the event of a dissolution of an informal marriage, as without a legal registration for divorce, women cannot
be legally identified as a head of household and are not able to access social assistance programs. While this
affects about 15 percent of households, this group is extremely vulnerable, and has a high dependency on
social transfers and assistance.

e However, Indonesia continues to exhibit large gender gaps in a few key areas. Indonesia’s maternal mortality
ratio (MMR), while slowly improving, continues to be one of the highest in the East Asia region, at 177 deaths
per 100,000 live births. Indonesian women are more likely to suffer from malnutrition and obesity, and poor
nutrition among pregnant women is closely linked to Indonesia’s stunting rates. Indonesia has the eighth
highest number of child marriages in the world, with one in nine women married before they turned 18 years
old.* Girls who marry below the age of 18 are six times less likely to complete upper secondary school than
their peers, are more likely to work in the informal sector, and are more likely to face domestic violence and
abuse. A 2015 survey found that one in three women in Indonesia has faced violence, with most facing

7 Schaner and Das (2016).

8 Gender Parity Index (GPl)of NER is calculated by dividing the female NER by the male NER. Gender parity is indicated by a GPI of 1.00.
9 World Bank (2018a).

10 Schaner and Theys (2020).

11 UNICEF Indonesia (2019).



domestic violence or abuse by their spouse or family member. Closing these gaps effectively will be critical to
ensuring Indonesia achieves its full potential in human capital accumulation.

e Underpinning the accumulation of human capital is the effective investment in infrastructure and services.
A 2019 study confirmed that intergenerational mobility in Indonesia was driven by educational attainment,
formal jobs, water and electricity supply, land ownership and health investment, suggesting that investments
in both the human capital as well as physical capital are linked to the expanding middle class in the country.!?
While much progress has been made on closing the overall infrastructure and service provision gaps, the
remaining gaps have disproportionate impacts on women and girls. Indonesia still has one of the highest
percentages of open defecation with 29 percent among the rural population and 14 percent among the urban
population.'® Poor sanitation and hygiene practices and unsafe water lead to high rates of infectious disease,
which are in turn linked to chronic malnutrition,* estimated to cost Indonesia 2.3 percent of GDP.»> Women
are also the primary water collectors and providers for the household: two in five Indonesian households
delegate women household members to carry water.® In many instances, this task is time consuming limiting
women and girls’ participation in more productive schooling and economic activities.

e Several interrelated factors contribute to persistent gender gaps in Indonesia. Fundamentally, persistent
gender gaps are reflective of underlying gender inequality in society and are shaped by norms that continue
to affect the low status of women in multiple spheres of life. This underlying gender inequality in society and
low status of women can have serious consequences for some women and girls. Social norms limit
opportunities for women and girls. This includes the fact that women shoulder the burden of unpaid care,
social norms can influence choices around education, and that gender norms within institutions limit the
opportunities for women and girls. Infrastructure and services rarely account for the different needs of men
and women, thereby perpetuating gender-based disadvantages. Gender bias is perpetuated by low
participation of women in leadership and decision-making; despite commitments and policies towards
increasing the proportion of female representatives in parliament, the total number of seats is only 17.4
percent. Y’

Impacts of the COVID-19 Pandemic

By August 2020, the Government’s latest estimates are showing an economic contraction of 4.5 percent, with up
to 3.6 million jobs lost, and 5.5 to 8 million Indonesians falling into poverty.® Early assessments of the COVID-19
pandemic highlight several areas that stand to erode the progress that Indonesia has made in closing gender gaps.
Preliminary surveys of job loss indicated the pandemic was affecting men and women at relatively equal rates,
although there is emerging evidence that this may underestimate the impacts on women’s economic
participation. Projections of the economic impacts indicate the service sector will bear the brunt of the crisis, ¥
especially in sectors such as tourism. The garment industry, which employs 2.1 million workers (80 percent of
whom are women) were sent home in response to the pandemic,?° and Indonesia’s Chamber of Commerce and
Industry estimated job losses of 6.4 million with more layoffs expected. One key factor to continue monitoring is
the potential gender gaps that may emerge as jobs are added back to the economy, and the specific sectors of

12 Dartanto et al. (2019).

13 World Health Organization (WHO) and UNICEF (2017).
14 Torlesse et al. (2016); and Cameron et al. (2017).

15> World Bank (2020g).

16 |rianti and Prasetyoputra (2019).

17 Statista (2019).

18 World Bank (2020e)

19 The World Bank (2020e).

20 Fairwear (2020).
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employment. Women are also highly concentrated in the informal sector, and own predominantly micro and small
enterprises, which were impacted since the outbreak of the COVID-19 pandemic.?!

The COVID-19 pandemic is also seeing a sharp rise in poverty, with a potentially larger impact on women and
female headed households. Prior to the crisis, female headed households (FHH) were more reliant on transfers,
and faced a growing poverty gap, when using asset-based poverty measures.?? Remittances from Indonesian
migrant workers in first quarter of 2020 decreased by 7.5 percent compared to the same quarter the previous
year, and over 90,000 migrant workers have returned home since the start of the crisis, either on their own accord
or with government assistance.?® Recent research finds the 74 percent of FHH received less or no remittance since
the pandemic started. * The prevalence of food insecurity is higher amongst FHH.?®> There are also reports of
gender-based violence increasing during lockdowns and as a result of economic stress at the same time as shelters
and services for survivors have been forced to close.?®

The COVID-19 pandemic is also impacting service provision, and the ensuing economic crisis may have
disproportionate impacts on women and girls. With focus on the pandemic, health services are being diverted,
impacting antenatal clinics and family planning services. As a result, Indonesia’s National Population and Family
Planning Board (BKKBN) estimates pregnancies could increase by 15 percent, resulting in around 420,000
additional, and in some cases unintended pregnancies.?’ This increases the risk of unsafe abortions, maternal and
newborn deaths. BBKN also reported that in March 2020, 10 percent of its 28 million family planning acceptors
reported difficulties accessing contraceptives.? Further, the Indonesian Midwifery Association reported a decline
in pregnant women and couples visiting health facilities for check-ups or to receive birth control.?® Over 530,000
schools have closed amid the coronavirus outbreak (COVID-19), affecting 68 million students from pre-primary
through tertiary levels. Despite attempts to compensate closures with online and distance learning, the expected
negative impact on learning and skill accumulation is large. World Bank estimates indicate that Indonesian
children have already lost 11 points on the Programme for International Student Assessment (PSIA) reading scale
and US5$249 in future annual individual earnings due to the four-month school closures (between March 24 and
end of July 2020) and that that these losses are expected to increase.*

Way Forward: Strategic Priorities for Action

Indonesia’s overarching development goals continue to be underpinned by the country’s Medium-Term
Development Goal. Achievement of these goals will not be possible without a strengthened focus on closing
specific gender gaps to drive growth and support human capital development. Today, the impacts of COVID-19
will set these goals further back, because of the dual impacts of the pandemic on health and the economy. In
Indonesia, the pandemic is still unfolding, and the final impacts—both in terms of human life and to the
economy—are not yet clear. The actions identified in the priority areas below are meant to provide
recommendations to policy makers with the objective of addressing measures to improve gender equality, which,
in turn, is expected to further impact Indonesia’s growth. Investing in gender equality to stimulate greater

21 | ow-income, self-employed and informal workers are less amenable to work from home and less likely to have income protection
scheme (Hayatama et al. 2020).
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25 World Bank (2020c).
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economic growth today not only supports the country’s development goal but can also help to ensure that gains
made in gender equality are fully integrated into the country’s path towards economic recovery.

Capitalizing on Indonesia’s growth potential will require a coordinated set of programs that are targeted towards
increasing women’s opportunities in the labor force and public domain. Indonesia’s RPJMN 2020-2024 has already
laid out several goals related to closing gender gaps, along with targets to achieve these. Building on this
foundation, and with a view to drive greater economic growth, the Government could develop a set of concrete
actions and budget guidelines focused on women’s economic opportunities to be integrated in the
Macroeconomic Framework and Fiscal Policy Guidelines (KEM-PPKF). This would help to anchor the drive for
gender equality in the economic growth agenda and support an integrated program for gender equality across
the Government.

The set of priority areas and actions below could serve as suggested programmatic area of focus for the
Government. These recommended priority areas are categorized thematically into six priority areas below:

1. PRIORITY AREA ONE: Stimulate labor force participation through addressing barriers and disincentives
to work. Boosting women’s economic participation and productivity will necessitate a package of reforms
at the policy level that would unlock the ability of women to participate more effectively in the economy.
Recommended reforms could focus on, first, closing gaps in unmet childcare needs by expanding access
to comprehensive, affordable, and quality childcare for working women and women searching for work.
Options for the Government to achieve this could include expanding the provision (operating hours) of
existing public childcare facilities, strengthening and expanding community-based childcare systems by
allowing community and village government co-financing, and stimulating employer provided childcare
through tax credits. Secondly, addressing the disproportional high tax burden for second income earners
in households — which is typically women — could be addressed by interventions such as eliminating
gender bias in second-earner income tax fillings and introducing a working family tax credit. Finally,
nudging perceived social and cultural norms, which perpetuate discriminatory biases and influence girls’
and women’s behavior relating to participation in the labor market. The Government could achieve this
by preparing and implementing a national-level campaign across relevant ministries that challenges and
nudges social norms towards the concept of women being productive and working, fathers sharing
childcare, and daycare facilities taking care of children and infants.

2. PRIORITY AREA TWO: Ensure gender equity in labor legislation and workforce regulations. Workforce
legislation provides the basis for leave policies as well as worker protections that are foundational to
improving female labor force participation. Taking up amendments to the labor law are fraught with
political realities outside of gender equality considerations and seeing through this priority objective will
not likely come in the short term. However, given the foundational nature of the legislation, it is included
here as a priority area. Should opportunities to amend this legislation be forthcoming, the Government
should consider policy actions to remove gender biases to level the playing field between women and
men in the labor market, such as actions to increase and equalize maternity and paternity leave, define
and prohibit sexual harassment in the workplace, and strengthen options for flexible and part-time work.

3. PRIORITY AREA THREE: Support the growth of women-owned enterprises and female entrepreneurs will
necessitate interventions that specifically tailor products, services and information to women, as well as
certain affirmative action principles being put in place. Recommended reforms could focus on, first,
addressing financing constraints for MSMEs to enable female entrepreneurs to expand their business if
they choose. This could be achieved by addressing gender bias in lending to improve women’s access to
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credit and financing products for growth and developing tailored financial products for women
entrepreneurs. Secondly, supporting programs that target skills development for micro and
small/informal workers to increase outreach for women by developing tailored curriculum and targeted
outreach for existing government programs (e.g., Kartu Pra-Kerja), and supporting women's
entrepreneurship programs that focus on disseminating information to support female entrepreneurs.
Thirdly, strengthening market access for women MSMEs, including by instituting preferential government
procurements for women-owned firms or firms with female-majority management. Finally, establishing
high-level, coordinated, and evidence-based public and private sector commitment to support female
entrepreneurs. This may be achieved by setting up a joint public-private task force on women’s
entrepreneurship to identify and track barriers to grow