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The Law on the National Social Security System (referred to 
as SJSN Law) establishes a series of social insurance funds 
financed by employer, worker and government contributions.  
There are five programs – health, pension, old age savings, 
death benefit and worker accident – that cover all Indonesian 
workers, both salaried (formal sector) and non-salaried (informal 
sector) workers. The term formal sector workers will be used 
in this Policy Note to refer to workers who receive a regular 
wage from their employer under an employment agreement, 
contract or other laws and regulations. Informal sector workers 
will be used to refer to all other workers who are usually self-
employed, work at micro-enterprises and family businesses, or 
are unpaid family workers.

The Law on Social Security Administrative Bodies (referred to 
as the BPJS Law) establishes two nationwide social insurance 
administrative bodies, namely BPJS Kesehatan and BPJS 
Ketenagakerjaan.  

BPJS Kesehatan is responsible for administering the SJSN 
Health program, which is often referred to as the Indonesian 
universal health care program.  BPJS Kesehatan will be 
created by transforming the legal and governance structure 
and responsibilities of PT Askes, the current administrator for 
the civil service health program.  

BPJS Ketenagakerjaan is responsible for administering 
the other four SJSN programs, referred to as the SJSN 
Employment programs. BPJS Ketenagakerjaan will be created 
by transforming the legal and governance structure and 
responsibilities of PT Jamsostek, the current administrator of 
the social insurance programs for formal sector workers.  

The two BPJS are responsible, among other duties, for 
registering employers and workers, and collecting and 
enforcing contribution payments. 

The BPJS Law also establishes the starting dates for the SJSN 
programs and the dates for completing the transformation of 
the existing social insurance administrators into BPJS. The 
health program and the transformation of PT Askes must both 
be completed by 1 January 2014. The transformation of PT 
Jamsostek must be completed by 1 January 2014 and the 
SJSN Employment programs must begin by 1 July 2015.

Legal Basis for Contribution Collection. The SJSN Law 
establishes the national social security systems as social 
insurance and requires mandatory collection of contributions 
from employers and workers in both the formal and informal 
sectors. Benefits are financed by contributions from employers, 
workers and the government, and not by general tax revenues 
(with the exception of government contributions to the health 
system for the poor). All workers must contribute to the programs 
for which they are eligible, and the following rules apply: 

• Different rules apply to contributions for salaried workers, 
workers who do not receive a salary and the poor. Salaried 
workers make contributions as a percent of payroll, non-
salaried workers pay a flat amount in rupiah, and the 
government pays a flat amount in rupiah for the poor.  

• Employers and salaried workers share contributions for the 
health, old age savings and pension programs.  However, 
the employer pays the full cost of the death benefit and 
work accident programs.

• Non-salaried workers participate in all programs except 
the pension program and they have to fully pay their own 
contributions.

• The government is required to register and pay for the poor 
for the health program only.  

The BPJS Law also clearly states the responsibilities of the 
BPJS, which includes the following:

• Register participants (employers and workers) 

• Collect and manage participant data

• Collect contributions from workers, employers and the 
government  

• Maintain historical records

• Enforce administrative sanctions for those who fail to make 
contributions. 

The SJSN and BPJS laws clearly state that the BPJS must 
collect contributions from salaried workers, their employers, 
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and non-salaried workers. They must then assure those 
contributions are deposited to the correct social security funds.  

By law, each BPJS is responsible for its own collection and 
enforcement. However, it is not efficient or convenient to have 
two different organizations collecting from the exact same 
covered group. It also will be expensive and employers may 
object to having to make payments twice each month and 
being audited by two different organizations. 

In order to develop an efficient and effective method of 
collecting and enforcing payment of all SJSN program 
contributions, it would be preferable if the contributions 
for all five programs are collected by one organization and 
then the total amount automatically split to each social 
security fund. Collecting together also stops workers from 
picking and choosing program participation. If they want 
health, for example, they must contribute to all programs.  

Formal Sector Contribution Collection. Collecting 
contributions from the formal sector will require very different 
processes and procedures than for the informal sector. 

The BPJS must also track workers who are unemployed to 
assure that they maintain membership without payment of 
contributions during the first six months of unemployment.  
After six months, they must be properly classified as workers 
who are required to pay their own contributions or as PBI 
eligible for government contribution assistance. However, 
these workers may be eligible for contribution assistance for 
some programs and be required to pay their own contributions 
for others. 

Currently, only about 25% of formal sector workers are 
contributing to the employment programs managed by 
Jamsostek. Therefore, collaborative enforcement systems 
that include participation from line ministries, regional 
governments and related agencies may be required 
to ensure all formal sectors workers and employers 
contribute. 

Contribution Collection for Informal Sector Workers. Given 
the provisions of the SJSN and BPJS laws, it is imperative for the 
government to develop a strategy for effectively and efficiently 
collecting contributions from the informal sector.  Contributions 
to the SJSN programs are mandatory for all workers, and the 
two BPJS are assigned the responsibility for collection and 
enforcement. Collecting contributions from the informal sector 
workforce will require very different processes and procedures 
than the formal sector and there is far less relevant international 
experience to rely on for guidance. Consequently, a study is 
needed to determine the best methods of collecting from this 
diverse and large group of workers.     

One
integrated
collection 

system

SJSN Health
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Collection from the formal sector is easier as it can be done on 
a group basis by employers and there is extensive international 
experience to guide the implementation.  It is much easier than 
collecting from the informal sector, particularly for employers 
with 10 or more employees, but it still requires careful 
attention to detail and enforcement. Employers are required 
to withhold contributions from workers’ pay and remit worker 
and employer contributions plus a data file. Employers should 
pay for contract workers as well as full time salaried workers. 
Therefore, the administrative process of contribution collection 
must assure that employers:

• Register themselves and all of their workers as participants

• Withhold contributions from their workers’ wages, add their 
own contributions, and pay all contributions regularly

• Pay for all workers

• Base contributions on the full and correct salary

• Pay the correct amount of contributions and on time.

Large number of
individuals

Characteristics of
informal workforce

Limited disposable
income

No employer

Geographic
dispersion

Lack of financial
inclusion

Irregular income

Challenges
to collecting 

from the 
informal

workforce

There are significant challenges to collecting from the informal 
workforce. 

• Characteristics of informal workforce. The informal 
workforce primarily consists of entrepreneurs, micro-
enterprises, family businesses, and unpaid family workers.  
Much of this workforce is in rural areas, live in remote 
locations and have irregular income
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• Large number of individuals. There are about 70 million 
informal sector workers who must contribute and about half 
of this group is not poor

• No employer. Employers will collect contributions for the 
formal sector by withholding the required contributions from 
wages and remitting them to the BPJS.  This strategy will 
not work for informal sector workers

• Geographic dispersion. Informal sector workers are more 
geographically dispersed, tend to live in rural areas, or live in 
urban areas and migrate from place to place in search of work

• Lack of financial inclusion. Informal sector workers are 
much less likely to have bank accounts, ATM cards or any 
kind of relationship with formal financial sector institutions 
and often live far from any bank branch

• Irregular income. The informal sector workforce is often 
engaged in seasonal work and/or has irregular income.  It is 
often difficult for them to pay a fixed contribution amount on 
a scheduled monthly basis

• Limited disposable income. Much of the informal sector 
workforce is “near poor”; their income is within 20% of the 
poverty line. They have a limited amount of disposable 
income that can be devoted to the purchase of insurance.  
Contributions must be affordable and must purchase 
benefits that are needed and desired.

Collecting from 70 million informal sector individuals each 
month on a life-by-life basis would be a formidable task.  
Instead, there is a need to collect on a group basis from 
informal sector workers for efficiency and to avoid anti-
selection.  It will require additional research to determine 
what group collection mechanisms have already been tried 
in Indonesia, what improvements could be made and what 
additional methods could be considered for informal sector 
workers. Methods may need to vary by location, occupation, 
income or other factors.  This will require detailed analysis of 
the composition of the informal sector workforce by type of 
work, location, age and sex, and other factors. 

The elucidation to the BPJS law states that only government 
agencies, local government, and State-owned enterprises 
can assist the BPJS with contribution collection. The analysis 
of collection options, however, should extend beyond the 
institutions specified in the elucidation. It also requires analysis of 
the available non-governmental, business and social institutions 
that could be enlisted as “agents” to help collect contributions.

It is also important to recognize that ease of contribution 
collection is directly related to plan design and the 
perceived value of the benefits. If the program does not 
provide needed benefits to the informal workers, if the required 
contributions are too high, or if potential informal worker 
participants perceive that the program is not well implemented, 
they will not want to participate. The programs will work best if 
workers want to participate and voluntarily submit payments.

Another issue requiring close coordination with the government 
is changes in the definition of PBI over time.  The list of PBI will 
need to be changed periodically and the BPJS will need to 
know about informal sector workers who need to pay their 
own contributions and those who are eligible for government 
contribution assistance for the relevant programs.  The BPJS 
will also need to know about unemployed workers who are 
reclassified as PBI after six months of unemployment.

Experience with Informal Sector Collection. There is limited 
world wide experience with collection from the informal sector 
on either a mandatory or voluntary basis.  Nonetheless, some 
experience is available from Indonesia, India, Bangladesh and 
Latin America.  Analysis of this experience can offer valuable 
lessons for the SJSN implementation.  

• Required contribution rates in some programs were too 
high, especially for informal sector workers in rural area.  
Some programs experimented with government subsidies 
at the beginning to increase participation and affordability.  
However, many of these schemes experience sharp 
participation declines once the subsidies were removed 

• Informal sector workers generally prefer programs that 
provide protection during their working career, such as 
health, work accident, and protection against natural 
disasters.  Saving for retirement is a lower priority for most 
informal sector workers.  Programs for the informal sector 
must be designed with their needs in mind, which often 
differ substantially from the needs of the formal sector 

• The benefits of the programs must be actively socialized and 
explained. Many informal sector workers have low education 
levels and little exposure to insurance, financial markets or 
formal pension programs.  They must be convinced of the 
need to spend some of their limited disposable income on 
these benefits.

Required contribution
rates in some programs

are too high

Why Informal
sector collection

often fails

Lack of socialization of
the benefits of the programs

Programs for the informal 
sector usually are not designed with

their needs in mind

Business Processes and ID Numbers. Jamsostek’s formal 
sector contribution collection under the current programs has 
not been optimal, primarily because Jamsostek does not have 
enforcement authority. Only about 25% of the covered group is 
actually participating. However, with the issuance of BPJS laws, 
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associations and local businesses. Pilot programs to test 
different methods will likely be needed. Experience from the 
Jamsostek pilot program for informal sector workers should be 
used as input for the SJSN informal sector collection system 
design and should also be used to complement any future pilot 
programs. Those eligible for government assistance will change 
over time as households move in and out of poverty and as 
some unemployed workers become eligible for contribution 
assistance. Those who are no longer eligible for contribution 
assistance must begin making contribution payments on 
their own in order to maintain coverage while those who are 
newly designated as PBI will receive coverage without making 
payments.  This is primarily an issue for the health program, but 
it is possible the government may voluntarily decide to make 
contribution payments on behalf of PBI for the employment 
programs as well if it is fiscally affordable and sustainable.

This Policy Note was produced as part of the World 
Bank inputs to the Government of Indonesia on the 
implementation of SJSN (Sistem Jaminan Sosial 
Nasional, National Social Security System). This note 
was prepared by the Poverty–Social Protection unit of 
the World Bank Office Jakarta and written by Mitchell 
Wiener (Senior Social Protection Specialist, EASHS), 
Iene Muliati (Social Protection Specialist, EASHS), and 
Indra Budi Sumantoro (Consultant, Social Security 
Analyst, EASHS). Funding for this note was made 
available by the Australian Agency for International 
Development (AusAID). 

Significant input for this note was provided by partners 
from the Government of Indonesia, particularly Rahma 
Iryanti (Director for Manpower and Employment 
Opportunities Development) from Badan Perencanaan 
dan Pembangunan Nasional (Bappenas), the National 
Development Planning Agency. 

The findings, interpretations, and conclusions that are 
expressed herein do not necessarily reflect the views of 
the Board of Executive Directors of the World Bank or 
the Governments they represent. 

For any questions regarding this note, please contact 
Mitchell Wiener (mwiener@worldbank.org) or Iene 
Muliati (imuliati@worldbank.org).

THE WORLD BANK OFFICE JAKARTA
Indonesia Stock Exchange Building Tower II/12th Floor
Jl. Jend. Sudirman Kav. 52-53 
Jakarta 12190, Indonesia
Tel: (6221) 5299-3000  
Fax: (6221) 5299-3111

Jamsostek will be transformed into BPJS Ketenagakerjaan  and 
will have enforcement authority. Therefore, in order to improve 
outcomes, new business processes will likely need to be 
developed to support SJSN programs’ contribution collection. 
In particular, BPJS Ketenagakerjaan together with relevant 
ministry offices or government agencies must design 
a custom program to collect contributions that takes 
into account the income pattern, geographic location, 
groups, and other characteristics of the informal sector 
workers. This will likely require sophisticated IT systems that 
can automate and support the new business processes and 
reduce administrative costs. It is important to take maximum 
advantage of technology in the implementation of the new 
social security system. 

Unique individual identification (ID) numbers will also 
be needed for the entire workforce in order to keep 
personified records of contributions and will be an integral 
part of any effective system. Therefore, it is necessary for 
BPJS Ketenagakerjaan to work together with the Ministry of 
Home Affairs, BPJS Kesehatan and other relevant ministry/
government offices to ensure that each person must have 
an ID and no one can have more than one ID. Otherwise 
contributions may be misallocated and the data needed to 
properly calculate benefits may not be available.

Recommendations for Next Actions. The primary areas that 
will likely require government attention include the following:

• Contribution collection is one of the key implementation 
challenges for the success of the SJSN system. This will 
likely require new business processes and maximum use 
of technology to automate those processes and reduce 
administrative costs.  

• Unique ID numbers will be needed for the entire workforce 
in order to keep personified records of contributions and will 
be an integral part of any effective system. It is important to 
avoid any contribution misallocation or multiple accounts for 
the same individual. Therefore, if there is a separate social 
security number, it must be integrated with the national ID 
number. 

• Contribution collection for formal sector workers should be 
easier than for the informal sector, particularly for employers 
of 10 or more.  However, even formal sector collection has 
not been successful in the past and will require considerable 
attention. There are special challenges associated with 
tracking unemployed workers and their contribution 
payment requirements.

• Collection from informal sector workforce will prove even 
more challenging due to the large number of workers and 
their unique characteristics. Finding a way to collect from as 
many informal sector workers as possible on a group basis 
will likely be one of the keys to expanding membership.  
This will likely require the involvement of government or 
non-governmental agents at the village level such as NGOs, 
microfinance institutions, occupational and community 


