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Introduction

Indonesia’s Poverty Transition and the Apparent 
Measurement Puzzle

Indonesia has achieved substantial progress in reducing 
poverty over the past several decades, but the meaning of 
that progress has become increasingly contested as different 
institutions report markedly different poverty percentages. 
According to Statistics Indonesia (Badan Pusat Statistik, BPS), 
8.07% of Indonesia’s population, equivalent to approximately 
22.93 million people, lived below the national poverty line in 
March 2026, a decline of 0.40 percentage points from March 2025. 
Poverty nevertheless remained considerably higher in rural areas,  

 
at 10.67%, than in urban areas, where it stood at 6.34%. The 
national poverty line reached IDR 669,235 per capita per month, 
with food requirements accounting for almost three-quarters of 
the threshold [1].

At first sight, these numbers appear difficult to reconcile with 
poverty estimates published by the World Bank. Under the revised 
2021 purchasing-power-parity (PPP) international poverty lines, 
the World Bank estimated that in 2024, 5.4% of Indonesians lived 
below US$3.00 per person per day, 19.9% below the US$4.20 
benchmark associated with lower-middle-income economies, 
and 68.3% below the US$8.30 benchmark associated with upper-
middle-income economies. The World Bank explicitly cautions that 
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these lines serve different analytical purposes from Indonesia’s 
national poverty line and that the national line remains the most 
appropriate benchmark for country-specific poverty monitoring 
and policy discussion [2].

This distinction is essential because public discussion can 
easily transform methodological differences into an apparent 
statistical dispute. A public-facing infographic that juxtaposed 
BPS, World Bank, UNICEF and UNDP indicators provided the 
initial empirical stimulus for this review, but its values were 
treated as propositions to be checked rather than as final 
statistical evidence. Verification against primary institutional 
sources showed, for example, that the 8.57% figure attributed 
in the graphic to the World Bank’s US$3.00 line corresponds to 
Indonesia’s national poverty rate in September 2024, whereas 
the World Bank’s verified 2024 estimate at US$3.00 is 5.4%; the 
corresponding estimates at US$4.20 and US$8.30 are 19.9% and 
68.3% [2].

These differences are not statistical curiosities. They reveal 
a fundamental issue in poverty research: poverty is not an 
empirically self-evident category that exists independently of 
the concepts used to identify it. All poverty measures require 
decisions about the welfare variable, relevant minimum standard, 
unit of analysis, price adjustment, temporal reference, geographic 
differentiation and—in multidimensional approaches—the 
dimensions, indicators, weights and identification cut-offs that 
determine who is classified as poor [3-6].

The World Bank’s international lines make the issue especially 
transparent. The revised 2021 PPP thresholds were constructed 
for international comparison rather than as replacements for 
national poverty lines, and PPP conversion is fundamentally 
different from translating US dollars into rupiah at market 
exchange rates because it adjusts for differences in purchasing 
power and living costs. Higher measured poverty at a more 
demanding middle-income benchmark therefore does not mean 
that Indonesian households suddenly became poorer; it means 
that their observed consumption is being evaluated against a 
different reference standard [2].

Consequently, asking whether the BPS or World Bank poverty 
rate is the “correct” poverty rate is the wrong analytical question. 
The appropriate question is what each measure is designed to 
reveal and what the ensemble of measures tells policymakers 
about the depth, structure, and distribution of deprivation in 
Indonesia.

Why Poverty Cannot Be Reduced to Threshold Choice

Thresholds remain indispensable because governments 
need transparent criteria for monitoring welfare and allocating 
resources. Yet a poverty line converts an underlying welfare 
continuum into a binary classification. A household marginally 
above a poverty threshold may have living conditions almost 
indistinguishable from a household marginally below it. Poverty 
status may also change rapidly following job loss, illness, food-

price increases, disasters, or changes in household composition. 
Research on Indonesian poverty dynamics confirms substantial 
movement between poverty and vulnerability and demonstrates 
the policy importance of households located just above 
conventional poverty thresholds [7].

Multidimensional indicators expose a second limitation. 
A household may have expenditure above a monetary poverty 
threshold yet remain deprived in safe water, sanitation, education, 
health services, adequate housing or access to information. 
Conversely, some households classified as income-poor may 
benefit from relatively effective public provision in particular 
dimensions. Poverty defined solely through expenditure therefore 
cannot be presumed to identify the entire population suffering 
meaningful deprivations in capabilities and living conditions [8,9].

Evidence on Indonesian children illustrates the problem 
particularly well. Joint research by SMERU Research Institute, 
Bappenas, BPS and UNICEF finds that 11.8% of children live 
below the national monetary poverty line, whereas 37.4%, or 
approximately 29.8 million children, experience deprivation in at 
least two basic dimensions of well-being. The multidimensional 
deprivation rate reaches 46.1% among rural children compared 
with 30.8% in urban areas, covering domains such as education, 
health, nutrition, protection, adequate housing, water and 
sanitation, and access to information [10,11].

The contrast does not imply that one indicator is correct and the 
other false. It demonstrates that they answer different questions. 
Monetary poverty asks whether household economic resources 
fall below a specified minimum. A child-deprivation indicator asks 
whether children actually attain minimum conditions in domains 
considered essential for their development. Their divergence is 
therefore substantively informative.

A similar caution applies to the global Multidimensional 
Poverty Index (MPI). The 2025 Indonesia country note reports 
a multidimensional poverty headcount of 3.6% and identifies a 
further 4.7% of the population as vulnerable to multidimensional 
poverty, but the underlying Indonesian survey observations date 
from 2017. The indicator is therefore useful for understanding 
the composition and intensity of multidimensional deprivation, 
but it should not be juxtaposed mechanically with BPS 2026 or 
World Bank 2024 statistics without acknowledging the different 
reference years and measurement structures [12].

The Urgency of a Broader Poverty Perspective

The measurement question has become more important as 
Indonesia has entered upper-middle-income-country status. 
Development policy at this stage must address not only whether 
households can secure a minimum consumption basket but also 
whether they possess sufficient capabilities, resilience and earning 
opportunities to participate in a more productive economy.

The World Bank’s 2026 country diagnostic illustrates this 
transition. It estimates that around 65% of Indonesians remained 
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below the US$8.30 upper-middle-income-country benchmark 
in 2025; this should not be interpreted as meaning that 65% of 
Indonesians are officially poor, but rather that a large proportion 
of the population remains below a consumption standard used 
for comparison with upper-middle-income economies. The same 
diagnostic emphasises that labour income and employment have 
historically accounted for much of poverty reduction, while recent 
job creation has increasingly been concentrated in informal and 
relatively low-productivity activities [13].

This transforms the poverty policy agenda. A country can 
reduce extreme and nationally defined poverty while still facing 
a large economically insecure population. Households may no 
longer experience acute deprivation, but they may possess limited 
savings, inadequate insurance, unstable earnings and weak 
capacity to withstand adverse shocks. The challenge consequently 
shifts from poverty relief alone toward poverty prevention, 
resilience and sustained upward mobility.

The issue is closely connected to employment quality. 
Indonesia’s current development challenge involves generating 
not merely more employment but more productive, better-
remunerated and more secure employment, while reducing skill 
mismatches and barriers to firm productivity. Recent diagnostics 
therefore place job quality, productivity, competition and 
structural transformation at the centre of the country’s pathway 
towards broad-based prosperity [13,14].

Objectives and Research Questions

This article therefore aims to move the Indonesian poverty 
debate from a poverty-line controversy toward a poverty-profile 
and intervention framework. It pursues four objectives: first, 
to clarify conceptual and methodological differences between 
national monetary poverty, international PPP poverty lines 
and multidimensional poverty measures; second, to synthesise 
recent evidence on the substantive dimensions of Indonesian 
poverty and vulnerability; third, to assess the implications of 
these poverty profiles for policy design; and fourth, to propose 
an integrated intervention architecture linking poverty diagnosis 
with protection, prevention and promotion.

The review is guided by five questions. First, why do BPS, 
the World Bank, UNDP, UNICEF and related approaches produce 
different poverty estimates, and what distinct welfare concepts 
and purposes do those indicators represent? Second, what 
monetary, multidimensional and vulnerability-related forms of 
disadvantage remain despite declining official poverty? Third, 
how do employment quality, food and nutrition, health, education, 
housing, WASH, spatial inequality and shocks interact with 
poverty? Fourth, what combination of social protection, human-
capital investment, productive inclusion and quality employment 
is most appropriate for heterogeneous poverty profiles? Fifth, 
what institutional, fiscal, data and implementation constraints 
must be overcome for those interventions to work effectively?

The principal contribution of this study is conceptual and 
policy-oriented. It proposes that different poverty measures 
should be integrated into a measurement-identification-
diagnosis-intervention-delivery-outcome framework rather than 
treated as rival estimates, thereby linking the interpretation of 
poverty metrics directly to differentiated policy responses.

Literature Review

Poverty as a Concept: From Resources to Capabilities

The conventional monetary conception of poverty evaluates 
whether household income or expenditure falls below the 
monetary cost of attaining a minimally acceptable standard of 
living. Such measures remain fundamental because economic 
resources strongly condition people’s capacity to purchase 
food, housing, transportation, education, healthcare and 
other necessities, while also providing a transparent basis for 
monitoring trends and allocating public resources. However, 
the poverty-reducing effect of economic growth is distribution-
dependent: greater inequality can weaken the extent to which 
rising average incomes translate into reductions in poverty [15].

Nevertheless, contemporary poverty research has increasingly 
recognized that income and consumption are instrumental rather 
than exhaustive measures of well-being. Poverty may instead 
be understood as a deprivation of capabilities: insufficient real 
opportunities to attain states of being and doing that society 
considers fundamental. Within this perspective, poor health, 
limited schooling, unsafe housing or lack of sanitation are not 
merely proxies for insufficient income; they can constitute 
poverty-relevant deprivations in their own right.

Recent Indonesian research supports this broader 
interpretation. Firdausy and Budisetyowati [8] identify education, 
health and quality-of-life conditions as important dimensions for 
developing a multidimensional poverty measure appropriate 
to Indonesia. Their work underscores that a country’s poverty 
architecture should capture the structure of deprivation rather 
than focus exclusively on monetary shortfalls.

The resulting challenge is not to abandon monetary 
measurement but to integrate it with complementary indicators. 
Hohberg et al. [16] show the analytical value of modelling multiple 
welfare outcomes rather than assuming that a single dimension 
exhausts household deprivation. Alkire et al. [9] similarly 
demonstrate how moderate multidimensional poverty measures 
can extend diagnosis beyond acute poverty and better describe 
populations positioned between severe deprivation and more 
secure standards of living.

Poverty Lines and the Politics of the Threshold

A poverty threshold performs an identification function: 
individuals or households whose welfare falls below a specified 
cut-off are classified as poor. This produces administrative clarity 
but inevitably simplifies a continuous welfare distribution. Decerf 
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[3], for example, demonstrates the conceptual value of considering 
both absolute and relative dimensions of poverty, highlighting why 
a fixed minimum may be insufficient where societal standards and 
opportunities evolve.

International poverty lines add another layer. They are 
constructed partly from the national poverty lines of groups 
of countries and converted through purchasing-power-parity 
procedures to enable cross-country comparison. Periodic changes 
to PPP benchmarks can alter reported global poverty without 
representing a contemporaneous change in the underlying living 
conditions of individual households. Jolliffe et al. [17] demonstrate 
that changes in PPP benchmarks can have important implications 
for global poverty measurement and consequently require careful 
interpretation.

The conceptual implication is crucial for Indonesia. The BPS 
line asks whether household expenditure is sufficient to satisfy 
a nationally specified basic-needs standard that accounts for 
Indonesian conditions. World Bank international lines ask where 
Indonesian consumption falls relative to common cross-country 
reference thresholds. These indicators overlap, but they are not 
interchangeable.

Moreover, measurement choices extend beyond the poverty-
line value. Spatial-price adjustments, household-equivalence 
assumptions, survey design, and the treatment of consumption 
components can all affect measured poverty. World Bank 
international calculations and BPS national estimates both draw 
on SUSENAS but use different adjustment procedures: BPS sets 
poverty lines separately across provincial urban and rural areas, 
while the World Bank additionally applies PPP conversion and 
adjustments required for international comparability [2].

Consequently, measurement plurality is not necessarily a 
methodological defect. It becomes problematic primarily when 
different indicators are presented without explaining their 
intended functions.

Multidimensional Poverty: Dimensions, Weights and 
Identification

Once poverty is recognized as multidimensional, a new 
set of methodological decisions emerges. Analysts must 
select dimensions and indicators, determine deprivation 
thresholds for each indicator, choose weights, and establish 
how multiple deprivations should be aggregated to identify the 
multidimensionally poor.

Jones [4] questions the exclusive reliance on conventional 
additive weighting and develops approaches that identify 
meaningful bundles of deprivation. Tkach and Gigliarano [5] 
demonstrate that relationships and dependencies among 
dimensions can matter for multidimensional poverty assessment, 
while Nájera and Gordon [6] examine empirical approaches 
to identifying multidimensional poverty cut-offs. These 
contributions demonstrate that multidimensional measurement 

does not eliminate normative decisions; it relocates them into the 
construction of dimensions and identification rules.

The policy advantage is nevertheless considerable. The global 
MPI, for example, combines health, education and living-standard 
indicators and incorporates both incidence and deprivation 
intensity. For Indonesia, the 2025 UNDP-OPHI country note reports 
a 3.6% multidimensional poverty headcount, 4.7% vulnerability 
to multidimensional poverty and an average deprivation intensity 
of 38.7% among the multidimensionally poor. Because the 
underlying observations refer to 2017, however, these figures 
are more informative about the structure of multidimensional 
deprivation than about the country’s current national headcount 
[12].

The methodological literature therefore supports a 
complementary approach. A national monetary poverty line is 
highly useful for monitoring basic-needs poverty; international 
poverty lines locate the country relative to external standards; 
and multidimensional measures diagnose overlapping deficits 
that monetary measures may not capture.

Poverty Dynamics and Vulnerability

A cross-sectional poverty rate indicates the proportion of 
people below a threshold at a particular time, but it does not 
distinguish persistent poverty from temporary poverty or identify 
non-poor households likely to become poor. This distinction is 
central to effective policy.

Tantriana [7] uses synthetic-panel techniques to investigate 
Indonesian poverty and vulnerability transitions around the 
COVID-19 period and demonstrates substantial movement 
between welfare states. Such evidence makes a strong case for 
incorporating vulnerability alongside current poverty status.

The COVID-19 shock offers a broader illustration. Suryahadi, 
Al Izzati and Suryadarma [18] anticipated substantial increases 
in poverty from pandemic-related income disruption, while 
subsequent work by Suryahadi, Al Izzati and Yumna [19] showed 
that expanded social-protection programmes helped moderate 
the poverty impact. Putra, Ovsiannikov and Kotani [20] document 
extensive COVID-related income and employment losses in 
Indonesia. Together, these findings illustrate why a welfare 
system calibrated only to households classified as poor before a 
shock will predictably leave many newly vulnerable households 
inadequately protected.

Disasters introduce similar risks. Nose [21] shows that 
fragmented disaster-aid provision can have distributional and 
poverty consequences, reinforcing the importance of adaptive 
and institutionally coordinated social-protection systems.

Spatial Poverty and Unequal Opportunities

National averages conceal substantial geographic 
heterogeneity. Miranti [22] identifies uneven patterns of poverty 
convergence across Indonesian districts, suggesting that spatially 
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persistent poverty cannot be addressed effectively through 
uniform national interventions alone. Rural economic structures, 
infrastructure, public-service accessibility, local fiscal capacity 
and geographic isolation all contribute to different pathways into 
and out of poverty.

Recent BPS statistics reinforce the contemporary relevance of 
these differences. Rural poverty remained 10.67% in March 2026 
compared with 6.34% in urban areas, indicating that national 
progress continues to coexist with substantial spatial disparities 
[1].

Fiscal institutions matter as well. Tirtosuharto [23] finds that 
fiscal efficiency and institutional conditions affect the poverty-
reducing effectiveness of public expenditure across Indonesian 
regions. Rammohan and Tohari [24], analysing Indonesia’s Village 
Fund programme, demonstrate links between decentralised 
development resources, rural labour-force participation and 
poverty-related outcomes. Arham [25] similarly highlights the 
role of agricultural performance in rural poverty reduction.

Resource endowments alone do not guarantee inclusive 
outcomes. Brintanti et al. [26] find nonlinear relationships between 
natural resources and poverty, whereas Hornok and Raeskyesa 
[27] show that spatially concentrated economic development can 
interact with local inequality. Nizar et al. [28] further emphasise 
the importance of knowledge and socio-institutional conditions 
for poverty and inequality.

The resulting implication is that poverty should be understood 
not simply as a household deficiency but as an interaction 
between household capabilities and the opportunity structures 
available in particular places. This perspective makes spatially 
differentiated service access and local institutional capacity 
integral components of poverty diagnosis rather than peripheral 
implementation concerns.

Employment Quality and Productive Inclusion

Labour income has historically played a central role in 
Indonesia’s poverty reduction. Yet employment status itself is an 
incomplete indicator of economic security. Jobs differ enormously 
in productivity, remuneration, regularity, social-insurance 
coverage and exposure to shocks.

Recent World Bank diagnostics warn that much employment 
growth has been concentrated in lower-productivity activities and 
that formal, better-paid jobs have expanded too slowly to support 
Indonesia’s high-income ambitions. Labour formality and worker 
productivity have weakened since the pandemic period, making 
job quality a central part of the poverty and shared-prosperity 
agenda [13].

The minimum-wage literature similarly illustrates the 
connection between labour institutions and poverty. Merdikawati 
and Al Izzati [29] analyse Indonesia’s minimum-wage policy and 
poverty, underlining that wage regulation can have distributional 

implications whose effects depend on labour-market structures. 
Majid and Behrman [30] show that wage institutions can even 
influence child health through household-resource channels.

This literature suggests that a sustainable anti-poverty strategy 
cannot rely exclusively on redistribution. Transfers can protect 
living standards and human capital, but persistent movement 
towards economic security requires productive employment, 
skills, functioning labour institutions and enterprises capable of 
generating higher-value-added work. Evidence from Indonesia 
also indicates that unemployment and informal self-employment 
can leave lasting earnings scars, particularly where informal work 
provides limited opportunities for human-capital accumulation 
and progression [31].

Human Capital, Health and Intergenerational Poverty

Poverty persists partly because disadvantages accumulate 
across the life course. Children’s health, nutrition and education 
affect later learning, productivity, employment and earnings, 
while aspirations and the capacity to invest in human capital 
can reinforce or interrupt intergenerational transmission 
[32,33]. Indonesian evidence also shows that gains in schooling 
participation can coexist with weak learning trajectories, so 
human-capital policy must focus on learning quality as well as 
enrolment and spending levels [34-36].

Healthcare provides an important example of why access 
alone is insufficient. Haemmerli et al. [37] identify inequalities 
in service readiness and provider knowledge in Indonesian 
primary healthcare, while quality-adjusted benefit-incidence 
analysis shows that apparently pro-poor public primary-care 
subsidies become less equitable once variation in service quality 
is incorporated [38]. Aizawa [39] and Sambodo et al. [40] further 
demonstrate persistent inequalities in health opportunities and 
geographic health benefits. Insurance expansion also does not 
guarantee effective protection: socioeconomic and educational 
differences continue to shape membership and use among poorer 
groups, while underutilisation can persist even among insured 
populations [41,42].

Nutrition is equally central. Mulyaningsih et al. [43] identify 
multilevel determinants of childhood stunting, demonstrating that 
child malnutrition cannot be reduced to household income alone. 
Bella et al. [44] reveal relationships between parental smoking 
behaviour and children’s nutritional status, while Laksono et al. 
[45] emphasise the need for appropriately targeted interventions 
in poor urban communities. Picauly et al. [46] provide further 
evidence that the determinants of stunting are embedded in 
household, environmental and service conditions.

The child-deprivation evidence intensifies this argument. 
Nearly four in ten Indonesian children experience at least two 
basic deprivations, with particularly pronounced rural disparities, 
so improvements in current household consumption cannot be 
assumed to eliminate disadvantages in nutrition, health, learning 
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or living conditions [11]. Poverty policy that focuses only on 
present expenditure may therefore reduce immediate hardship 
without fully disrupting intergenerational transmission.

Food Security and Nutrition

Food constitutes a major component of Indonesia’s official 
poverty line; in March 2026 it accounted for 74.70% of the 
national threshold [1]. Yet food security involves more than total 
calorie affordability because dietary diversity, nutritional quality, 
seasonal access, market connectivity and livelihood resilience all 
affect whether households can obtain adequate and stable diets.

Syafiq, Fikawati and Gemily [47] document household food-
security challenges in urban and semi-urban Indonesia during 
the pandemic. Gibson et al. [48] reveal coping and adaptation 
strategies among specialised fishing households, while Roberts 
et al. [49] show the importance of fish-consumption pathways 
for food security. Duffy et al. [50] demonstrate how agroforestry 
contributes to smallholder food security, and Dwiartama, Kelly 
and Dixon [51] highlight the complex relationship between food 
security, food sovereignty and changing urban foodways. Ardianti, 
Hartono and Widyastaman [52] additionally find that digital 
connectivity can influence food insecurity among agricultural 
households.

Food insecurity should consequently be considered a distinct 
diagnostic domain even when household expenditure remains 
above a monetary poverty line. Doing so helps distinguish a 
general resource shortfall from food-system, livelihood or access 
constraints that require different forms of intervention.

Housing, Water, Sanitation and the Built Environment

Living-standard deprivation is also shaped by infrastructure 
and housing. Daniel et al. [53] examine financial, institutional, 
environmental, technical and social dimensions affecting 
sustainable WASH provision in rural and indigenous Indonesian 
communities. Daniel, Djohan and Nastiti [54] further emphasise 
the interactions among factors determining WASH sustainability.

Housing quality has equally important implications. Susanto, 
Nuraeny and Widyarta [55] question how minimum housing-space 
standards should be understood in Indonesia’s social and cultural 
context. Winarso (2022) shows that slum upgrading should not 
be conceptualised as physical infrastructure improvement alone; 
socio-economic conditions and community capabilities matter as 
well.

These findings reinforce the broader argument that poverty 
eradication is partly an issue of public and collective provision, not 
simply the transfer of purchasing power to individual households. 
Household resources matter, but their conversion into well-being 
is conditioned by the availability, affordability and quality of 
infrastructure and services.

Social Protection and What Existing Evidence Shows

Indonesia possesses strong evidence that well-designed social 

assistance can improve welfare. Cahyadi et al. [56], using long-term 
experimental evidence on the Family Hope Programme (Program 
Keluarga Harapan, PKH), find cumulative effects of conditional 
cash transfers on important health and education outcomes. Cash 
transfers can therefore operate both as immediate consumption 
protection and as investment in future human capital.

Delivery design is also consequential. Banerjee et al. [57] 
evaluate Indonesia’s large-scale electronic food-voucher reform 
and demonstrate that changing how benefits are delivered can 
affect targeting and household welfare. Rammohan and Tohari 
[58] similarly find effects of food-voucher reform on dietary 
diversity.

Recent research by Shah et al. [59] further illustrates 
heterogeneity in the effects of PKH on maternal healthcare 
utilisation. This is important because average programme 
effects can conceal differences among populations with different 
constraints. Effective social protection therefore requires not 
only deciding who receives assistance but also understanding 
which barriers prevent particular beneficiaries from converting 
transfers into improved outcomes.

Social insurance is equally important for the near-poor and 
informal workforce. Siregar et al. [60], examining the financing 
of paid maternity leave for women in informal employment, 
illustrate the institutional challenges associated with extending 
lifecycle protection beyond formal-sector workers. Evidence on 
national health insurance similarly shows that enrolment and 
effective utilisation can remain uneven among disadvantaged 
groups, reinforcing the need to treat coverage, accessibility and 
actual use as distinct policy outcomes [41,42].

Taken together, this literature supports a broad conception 
of social protection in which cash transfers are essential but 
insufficient on their own. Effective systems also require service 
linkages, social insurance, shock-responsive mechanisms and 
pathways into productive livelihoods, while targeting approaches 
should be capable of recognising both resource poverty and wider 
capability deprivation [61].

Method

Review Design

This study employs a qualitative literature review with an 
interpretive and critical orientation. It is deliberately not designed 
as a systematic literature review (SLR) and therefore does not 
claim exhaustive database coverage, PRISMA-based screening, 
formal meta-analysis or statistical representativeness of the 
literature universe. The design is instead intended to integrate 
conceptually heterogeneous evidence in order to develop 
an analytically coherent account of poverty measurement, 
substantive deprivation and policy response.

This distinction is methodological rather than semantic. 
The study’s objective is to synthesise heterogeneous forms of 
evidence—conceptual work on poverty measurement, empirical 
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research on different dimensions of deprivation, programme 
evaluations, spatial studies, poverty-transition analyses 
and contemporary official statistics—into a coherent policy 
interpretation. Such evidence differs sufficiently in theoretical 
purpose, unit of analysis, data construction and methodological 
design that forcing it into a single standardised effect-size 
framework would provide little advantage.

The approach follows the view that literature reviews can 
constitute independent analytical studies when the logic of 
selection, interpretation and synthesis is made transparent [62]. 
It is also consistent with methodological guidance emphasising 
critical interpretation and conceptual integration in qualitative 
reviews [63,64].

Literature Identification

Peer-reviewed literature published primarily from 2020 
to 2026 was purposively identified across six intersecting 
domains. These comprised poverty concepts, thresholds 
and multidimensional measurement; poverty dynamics and 
vulnerability; spatial and regional inequality; human capital 
and basic-service deprivation; social protection and productive 
inclusion; and governance, targeting and implementation. 
Organising the literature in this way allowed conceptual, empirical 
and policy evidence to be interpreted together without implying 
that the review was exhaustive.

Search concepts included combinations of poverty 
measurement, poverty line, multidimensional poverty, 
vulnerability to poverty, Indonesia, child poverty, food insecurity, 
nutrition, health inequality, education, WASH, housing, informal 
employment, minimum wage, social protection, conditional cash 
transfer, Village Fund, regional inequality, targeting and adaptive 
social protection. Searches were iterative: concepts identified in 
influential studies were used to refine subsequent searches, while 
backward and forward citation tracing was used selectively to 
locate closely related recent evidence.

Selection was iterative rather than mechanically exhaustive. 
Greater weight was given to peer-reviewed articles with direct 
relevance to Indonesia, rigorous empirical identification, 
influential theoretical or methodological contributions, and 
studies addressing mechanisms rather than simple statistical 
associations. Comparative and international literature was 
incorporated where needed to clarify measurement concepts, 
and no claim is made that the resulting corpus constitutes a 
statistically representative sample of all relevant publications.

Verification and Use of Primary Statistical Sources

Peer-reviewed articles were cross-checked against journal or 
DOI records before inclusion in the reference list. Recent official 
statistics were independently verified using original institutional 
sources from BPS, the World Bank, UNICEF and UNDP.

The initial public-facing infographic was treated as an 
analytical stimulus rather than a definitive statistical source. Its 
central message, namely that different institutions report markedly 
different poverty indicators, is relevant to the article’s argument, 
but numerical values were not reproduced automatically. Where 
discrepancies were identified, primary institutional records took 
precedence and the reason for the discrepancy was incorporated 
into the interpretation.

This procedure revealed an analytically important finding 
in itself: public-facing poverty comparisons can unintentionally 
combine statistics referring to different definitions and periods. 
The World Bank’s verified 2024 rates at the 2021-PPP thresholds 
are 5.4%, 19.9% and 68.3%, while BPS’s 8.57% figure referred to 
national poverty in September 2024; the apparent discrepancy 
therefore reflects a mixing of indicators rather than a substantive 
contradiction [2].

Thematic Synthesis

The literature was interpreted at two levels of thematic 
organisation. First-order themes covered measurement, 
thresholds, multidimensional deprivation, vulnerability, spatial 
inequality, employment, human capital, intervention and 
implementation, while these categories were subsequently 
reorganised into five second-order propositions: measurement 
plurality, hidden vulnerability, multidimensional disadvantage, 
differentiated intervention and delivery capacity. The final 
interpretive synthesis follows a sequence from measurement to 
identification, diagnosis, intervention, delivery and outcomes. 
This structure moves the analysis beyond asking how many 
people are classified as poor towards examining what type of 
deprivation they experience, what generates or reproduces it and 
which intervention is appropriate.

Limitations

Several limitations should be acknowledged. First, because 
this is a qualitative rather than systematic review, it does not 
claim exhaustive retrieval of every study published since 2020. 
Second, comparisons among poverty indicators are constrained 
by different data years and methodological designs. Third, some 
multidimensional indicators are substantially less timely than 
national monetary poverty statistics; the UNDP global MPI for 
Indonesia, for example, continues to rely on survey observations 
from 2017 [12].

These limitations reinforce rather than weaken the paper’s 
core proposition that different indicators should be interpreted 
with methodological discipline rather than combined as though 
they represented an identical construct. They also mean that the 
figures in this review should be read as a structured comparison 
of measurement purposes, not as estimates drawn from a single 
harmonised data set.
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Results: Thematic Findings

Theme One: Different Poverty Numbers Measure 
Different Welfare Questions

The first and most fundamental finding is that apparently 
contradictory poverty percentages are largely products of 
measurement plurality. Once the underlying welfare concept, 
reference year, population and threshold are made explicit, much 
of the apparent contradiction disappears.

Figure 1 should be read as a map of measurement purposes 
rather than as a league table of competing poverty estimates. The 
BPS headcount identifies nationally defined basic-needs poverty, 
the World Bank lines provide international PPP benchmarks, while 
the UNICEF and UNDP measures change either the population of 
interest or the welfare space being assessed; direct comparison 
therefore requires attention to reference year, population, 

threshold and dimensional structure [2,10-12]. Read together, the 
indicators support the paper’s core argument that measurement 
plurality is analytically useful when each measure is linked to the 
policy question it was designed to answer.

The wide range shown in Figure 1 should therefore not 
be interpreted as statistical uncertainty about a single “true” 
poverty rate. BPS’s national poverty rate measures nationally 
defined basic-needs poverty, World Bank PPP lines provide 
progressively higher international welfare benchmarks, UNICEF’s 
child measures change the reference population and, for 
multidimensional deprivation, the welfare concept, while UNDP’s 
MPI measures overlapping deprivation rather than expenditure 
and relies on older survey data. The substantive message is not 
that Indonesian poverty lies somewhere between 3.6% and 
68.3%, but that different measures answer different questions 
[1,2,10-12].

Figure 1: One country, multiple poverty lenses: Indonesia.
Source: Authors’ synthesis based on BPS [1], World Bank [2], SMERU Research Institute et al. [10,11], and UNDP and OPHI [12].

This distinction matters for policy. If the objective is to 
monitor Indonesia’s national basic-needs poverty target, BPS 
is the appropriate anchor. If the objective is international 
comparison, World Bank lines are informative. If policymakers are 
identifying children lacking essential services, multidimensional 
child-deprivation measures provide additional information that 

national consumption poverty cannot supply.

Measurement plurality is therefore valuable when the purpose 
of each measure is explicit. The policy risk arises not from having 
multiple indicators, but from treating them as interchangeable or 
assigning them a policy function for which they were not designed.
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Theme Two: Crossing a Poverty Line Does Not 
Necessarily Produce Economic Security

The second finding is that households immediately above a 
poverty line cannot automatically be treated as economically 
secure. Poverty status is a location on a distribution, whereas 
administrative classification creates a sharp boundary.

Tantriana [7] demonstrates movement among poverty 
and vulnerability states in Indonesia, supporting a dynamic 
rather than static interpretation of welfare. Pandemic evidence 
strengthens the finding: sudden employment and income losses 
pushed previously non-poor households toward hardship, while 
expanded social assistance mitigated—but could not entirely 
prevent—the impact [18-20].

The World Bank’s upper-middle-income benchmark adds 
an important structural dimension. Around 65% of Indonesians 
remained below US$8.30 per person per day in 2025, according to 
the 2026 country diagnostic, but this is not equivalent to national 
poverty. Instead, it indicates that large sections of the population 
have consumption levels substantially below standards used to 
benchmark more established upper-middle-income economies 
[13].

Accordingly, poverty policy should distinguish at least three 

broad states: current poverty, vulnerability to downward mobility, 
and insufficient economic security for sustained upward mobility. 
These states overlap, but they imply different combinations of 
income support, risk protection and opportunity-enhancing 
intervention.

Theme Three: Monetary Improvement Can Coexist 
with Multidimensional Deprivation

The third theme is the incomplete overlap between monetary 
and non-monetary disadvantage. This incomplete overlap is 
precisely why a monetary poverty line should be complemented 
by measures of capabilities, living conditions, livelihood security 
and exposure to shocks.

Figure 2 translates the literature into a multidimensional 
poverty profile in which economic resources interact with 
capabilities, living conditions, livelihood security and exposure to 
shocks. The framework captures why higher expenditure may fail 
to secure health, learning, adequate housing or effective insurance 
when service quality, geography and labour-market institutions 
constrain the conversion of resources into well-being  [8,42,61]. 
It therefore provides the conceptual bridge between monetary 
poverty measurement and the intervention logic developed later 
in the paper.

Figure 2: Beyond the monetary threshold: a multidimensional poverty profile.
Source: Authors’ conceptual synthesis of the reviewed literature.
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Figure 2 illustrates why monetary poverty remains 
indispensable but insufficient. Economic resources affect most 
other dimensions, but the conversion of resources into well-being 
depends on service quality, infrastructure, geography, household 
composition and individual circumstances. A cash transfer cannot 
by itself create a functioning health facility, safe water network or 
productive local labour market; conversely, high-quality universal 
services can improve capabilities even among households with 
limited private resources. Poverty should therefore be analysed 
through both household purchasing capacity and the institutional 
environment in which resources are converted into welfare 
[61,65].

The child-poverty evidence provides the strongest 
contemporary illustration. The difference between 11.8% 
monetary child poverty and 37.4% multidimensional child 
deprivation means that many children living in households above 
the monetary poverty line nevertheless experience significant 
deficits in essential rights and services. Health-related deprivation 
is widespread and substantial shares of children also experience 
inadequate sanitation, water or cooking-fuel conditions, 
reinforcing the need to distinguish resource poverty from realised 
living conditions [10,11].

Evidence from health, nutrition and WASH research is 
consistent with this result. Haemmerli et al. [37], Aizawa [39], 
Sambodo et al. [40], Mulyaningsih et al. [43], Daniel et al. [53] and 
Winarso [66] collectively demonstrate that unequal capabilities 
and living conditions emerge through systems that cannot be 
represented by household consumption alone.

Theme Four: Poverty in Indonesia Is Spatially 
Differentiated

The fourth finding is that national poverty is geographically 
heterogeneous. This heterogeneity matters because the same 
nominal intervention can produce different welfare effects when 
prices, infrastructure, livelihoods and public-service capacity vary 
across locations.

Contemporary BPS statistics show a persistent rural–urban 
poverty differential. But rural versus urban is only the first spatial 
distinction. Districts differ in economic structure, infrastructure, 
fiscal capacity, public-service availability, connectivity and 
exposure to environmental risks. Research on regional 
convergence suggests that Indonesian districts do not necessarily 
move toward lower poverty at the same rate [22].

Place-specific livelihoods further complicate the picture. 
Agricultural households may experience productivity and 
market-access constraints [25], fishing communities may face 
environmental and livelihood vulnerability [48,49], and urban 
poor households may experience housing insecurity, sanitation 
deficits and high living costs even when proximity to labour 
markets improves income opportunities [66].

This implies that equal transfer amounts can produce 
unequal welfare gains across locations because prices, services 
and complementary infrastructure differ. Poverty policy must 
therefore be spatially sensitive without becoming administratively 
fragmented.

Theme Five: Job Quantity Is Not Equivalent to an Exit 
from Poverty

The fifth result is the central role of job quality. Employment 
remains the most scalable mechanism for sustainable poverty 
exits, but the existence of work does not guarantee adequate 
welfare.

Indonesia’s recent diagnostics show that employment 
growth is disproportionately concentrated in relatively low-value 
activities while higher-productivity formal employment remains 
insufficient. The World Bank estimates that earnings from work 
accounted for more than 70% of poverty reduction over the 
previous decade, but warns that productivity and formality have 
weakened since the pandemic [13].

This creates a dual problem. Poor households need access 
to work, but vulnerable workers also need opportunities to 
move into more productive activities. Policies focusing only on 
unemployment may overlook underemployment, low wages, 
irregular earnings, weak bargaining power, and lack of social 
insurance.

The poverty strategy must consequently intersect with 
competition policy, industrial transformation, agricultural 
productivity, SME upgrading, skills, childcare, labour-market 
institutions, access to finance and trade policy. Indonesia requires 
productivity-led growth capable of generating better-quality 
jobs if broad prosperity is to increase, and the long-run scarring 
associated with unemployment and informal self-employment 
makes the quality and continuity of labour-market attachment 
particularly important [14,31].

Theme Six: Social Protection Is Effective but Must Be 
Connected to Services and Mobility

Existing evidence indicates that Indonesian social-protection 
programmes can produce substantial welfare improvements. 
Cahyadi et al. [56] show that sustained PKH participation 
generated cumulative impacts in health- and education-related 
outcomes. Banerjee et al. [57] demonstrate that reforming 
food-assistance delivery through electronic vouchers improved 
programme performance at scale. Rammohan and Tohari [58] 
provide additional evidence concerning dietary diversity.

These findings have two implications. First, transfer 
programmes should not be dismissed as short-term relief; 
when well designed, they can help build human capital. Second, 
the effectiveness of transfers depends strongly on delivery 
architecture and complementary services.
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A household receiving a conditional education transfer cannot 
realise its full benefit if schools are inaccessible or of low quality. 
A maternal-health incentive may generate limited improvement 
where local health facilities lack capacity. A food voucher 
can increase purchasing power, but local supply and dietary 
availability still matter.

The policy problem is therefore not a choice between cash 
and services. Effective poverty policy typically requires cash plus 
services plus opportunity, with the relative weight of each element 
determined by the household’s underlying constraints.

Theme Seven: Implementation Capacity Is a Poverty 
Variable

A final thematic finding is that institutional implementation 
should itself be treated as part of poverty analysis. Programme 
effectiveness depends not only on policy design but also on 
whether administrative systems can identify changing needs, 
coordinate delivery and maintain service quality across 
heterogeneous local contexts.

Targeting errors, outdated registries, fragmented 
administrative responsibilities, inconsistent local capacity and 
weak coordination can reduce the effectiveness of otherwise 
sound policy designs. Dynamic poverty also means that eligibility 
lists become obsolete unless they are updated frequently. 
Historical evidence from Indonesia’s RASKIN programme 
documents substantial inclusion and exclusion errors, illustrating 
how targeting accuracy can materially weaken the translation of 
programme budgets into poverty reduction [67].

Fiscal effectiveness varies across Indonesian regions [23], 
while decentralised interventions such as Village Funds operate 
through diverse local institutions [58]. Administrative capacity 
therefore mediates whether national policy reaches intended 
beneficiaries and whether money is converted into services and 
outcomes. Recent methodological work also shows that combining 
proxy-means information with local knowledge and dynamic 
updating can improve the targeting architecture in settings that 
include Indonesia [65].

This finding shifts attention from what policy should exist 
towards whether institutions can deliver the right combination of 
policy to the right population at the right time. Implementation 
capacity is therefore not merely an administrative afterthought; it 
is one of the mechanisms through which poverty policy succeeds 
or fails.

Discussion and Analysis

Reframing the Debate: From “Which Poverty Rate Is 
Correct?” to “What Does Each Measure Tell Us?”

The combined evidence supports a straightforward but 
consequential conclusion: Indonesia should not select one poverty 
indicator and discard the others. The more useful approach is to 

assign each indicator a clearly defined monitoring, benchmarking, 
or diagnostic function and interpret them together.

A poverty measure is useful to the extent that it is appropriate 
to its analytical purpose. BPS’s national poverty line is the most 
relevant benchmark for Indonesian national poverty monitoring, 
while international poverty lines are appropriate for cross-
country comparison and evaluation against evolving global 
standards. Multidimensional indicators reveal the composition 
of deprivation, and vulnerability indicators identify households 
whose current welfare is above the poverty line but insufficiently 
resilient to [2].

The apparent contradiction in the reviewed evidence 
can therefore be transformed into a useful analytical lesson. 
Policymakers should ask what is being measured, for whom, at 
what threshold, in which year and for what policy purpose before 
comparing headcounts. These questions discipline interpretation 
and reduce the risk that a high international benchmark is 
misreported as an official national poverty rate or that a low 
national headcount is taken to imply that wider deprivation has 
disappeared.

This framing avoids two opposite errors. The first is poverty 
inflation, in which a high international benchmark is presented as 
though everyone below it is officially poor and requires the same 
poverty-targeted transfer; the second is poverty minimisation, in 
which a relatively low official headcount is interpreted as evidence 
that deprivation is no longer a major development challenge. Both 
interpretations are analytically incomplete because they conflate 
distinct welfare questions and policy purposes.

How the US$8.30 Benchmark Should Be Interpreted

The upper-middle-income line deserves particular attention 
because its high poverty incidence can be easily misinterpreted 
in public debate. Its value lies primarily in comparative 
benchmarking and in signalling the distance between current 
consumption levels and the standards associated with a more 
mature upper-middle-income economy.

Its appropriate interpretation is aspirational and comparative 
rather than administrative. The benchmark reflects the levels at 
which upper-middle-income countries tend to define minimally 
acceptable living standards, and Indonesia remains relatively close 
to the lower end of that income group. It is therefore unsurprising 
that a large proportion of Indonesians remain below a threshold 
derived from the broader UMIC distribution, and the World Bank 
explicitly cautions against substituting that benchmark for the 
national poverty line [2].

Yet the 65–68% result should not be dismissed as irrelevant. 
It tells policymakers something economically important: a large 
share of households remains distant from the level of consumption 
security typically associated with mature upper-middle-income 
economies.
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This has implications for Indonesia’s 2045 ambitions. Poverty 
policy increasingly overlaps with middle-class expansion, 
productive transformation and economic security. Success must 
therefore be evaluated not merely through the number of people 
crossing the national poverty line from below, but also through 
the ability of households to move sufficiently far above it to 
become resilient.

Conceptually, this is the difference between poverty exit 
and secure poverty exit. The first concerns crossing a minimum 
threshold, whereas the second concerns moving far enough above 
that threshold to withstand shocks and sustain upward mobility.

A Poverty-Profile Approach

Rather than grouping households into a single poor/non-
poor binary, Indonesian policy would benefit from a profile that 
distinguishes several analytically useful positions. These include 
households experiencing extreme deprivation; households 
below the national poverty line; near-poor and shock-vulnerable 
households; monetarily non-poor households with specific 
multidimensional deprivations; economically insecure workers 
and families requiring pathways into more productive livelihoods; 
and households that have accumulated sufficient resilience to 

sustain upward mobility. These categories should not become rigid 
bureaucratic labels, because their purpose is to identify different 
constraints and match them with different policy instruments.

A household with sufficient consumption but no safe 
sanitation does not primarily need an income-classification 
debate; it needs infrastructure. A household falling into hardship 
following unemployment requires temporary income protection 
and re-employment support. A chronically poor household 
with children experiencing malnutrition, poor schooling and 
inadequate housing requires a coordinated package of transfers 
and services. A low-productivity microenterprise may require 
finance, market access, technology and business capability rather 
than indefinite household assistance.

The Protection–Prevention–Promotion Architecture

This article proposes organising these heterogeneous needs 
around three complementary policy functions: protection, 
prevention and promotion. The purpose of the architecture is to 
match the intensity and type of deprivation with an appropriate 
policy mix rather than to impose a single programme on all 
households below a chosen threshold.

Figure 3: A Protection-Prevention-Promotion architecture for Indonesia.
Source: Authors’ conceptual synthesis of the reviewed literature.
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Figure 3 converts the poverty-profile perspective into three 
complementary policy functions: protection against current 
deprivation, prevention of downward mobility and promotion 
of sustained upward mobility. Evidence from Indonesia shows 
that transfers can improve human-capital outcomes, but 
targeting, benefit design and labour-market responses also shape 
programme effectiveness, so households may need simultaneous 
support across more than one tier [56,57,68]. The architecture 
should therefore be interpreted as a flexible policy portfolio 
rather than a rigid graduation sequence.

Figure 3 illustrates that protection, prevention and promotion 
should be understood as complementary functions rather than 
sequential programmes from which households permanently 
“graduate”. A household may simultaneously require protection in 
one dimension and promotion in another; a low-income worker, 
for example, may require child-nutrition support while also 
receiving vocational training and health insurance. What matters 
is that the policy instrument corresponds to the underlying 
constraint and that transitions between forms of support do not 
create avoidable coverage gaps.

Protection

Protection addresses current deprivation and seeks to 
guarantee minimum consumption and essential capabilities. It 
is therefore most intensive where households face immediate 
resource shortfalls or severe deficits in basic services.

Cash transfers, food and nutrition interventions, school 
participation support, healthcare access, disability benefits, 
elderly assistance, adequate housing and WASH are central. 
Evidence from PKH demonstrates that well-designed protection 
can have effects beyond immediate consumption by supporting 
longer-term human capital [56].

Benefit adequacy matters. A transfer that reaches the correct 
household but is too small to close a meaningful welfare gap 
cannot be considered fully effective. Targeting performance 
therefore needs to be evaluated jointly with adequacy.

Prevention

Prevention recognises that vulnerability extends beyond the 
officially poor. It is designed to reduce the probability that shocks, 
lifecycle risks or temporary labour-market disruptions push 
households into persistent poverty.

The near-poor require mechanisms that prevent temporary 
shocks from generating long-term poverty. Relevant instruments 
include health insurance, unemployment protection, adaptive 
social protection, disaster-responsive transfers, temporary income 
replacement, childcare, maternity protection and mechanisms for 
rapidly enrolling households experiencing income loss.

COVID-19 demonstrated why this layer matters. Large 
numbers of households can experience sudden income shocks 

without having been classified as poor beforehand (Putra, 
Ovsiannikov and Kotani, 2023). A responsive welfare state 
therefore needs the capacity to identify changing circumstances, 
not merely maintain a static beneficiary list.

Promotion

Promotion addresses the structural drivers of upward 
mobility. It focuses on the capabilities, assets and economic 
opportunities needed for households to achieve sustained gains 
rather than temporary relief.

Training, foundational education, productive inclusion, SME 
upgrading, agricultural productivity, digital access, access to 
finance, childcare enabling women’s labour-force participation, 
employment services and policies supporting formal, productive 
firms all belong to this layer. This component becomes increasingly 
important as Indonesia transitions from reducing extreme poverty 
towards achieving upper-middle-income economic security. 
The contemporary jobs challenge means that poverty reduction 
cannot be sustained exclusively through fiscal redistribution; 
better primary distribution through higher productivity and 
earnings is also required [13,14].

A Life-Cycle Perspective

An integrated strategy should also distinguish needs across 
the life course. The timing of deprivation matters because the same 
income shock can produce very different long-run consequences 
for a young child, a working-age adult or an older person.

For children, the priority is preventing irreversible losses in 
nutrition, health, cognitive development and learning. The finding 
that 37.4% of Indonesian children experience at least two basic 
deprivations makes the child-development agenda central to 
poverty eradication rather than peripheral to it [11].

For working-age adults, employment quality, skills, childcare, 
health protection and social insurance become critical. For older 
people and persons with disabilities, income protection must be 
accompanied by accessible healthcare and care services.

This perspective improves upon a purely household-level 
approach because the consequences of deprivation differ by age. 
A temporary nutrition deficit in early childhood can have effects 
that cannot easily be reversed by higher income in adulthood. 
Conversely, a temporary job loss among adults may be effectively 
mitigated through timely unemployment assistance and re-
employment support.

Place-Based Intervention without Fragmenting 
National Standards

The evidence also supports place-based adaptation. National 
standards can remain common while the composition and delivery 
of interventions respond to differences in geography, economic 
structure, infrastructure and institutional capacity.
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In rural areas, agricultural productivity, market connectivity, 
infrastructure, WASH and access to health and schooling may 
dominate. In metropolitan areas, poverty can be associated with 
expensive housing, insecure tenure, congestion, transportation 
costs, informal employment and limited childcare. Remote 
regions may face high service-delivery costs and severe shortages 
of qualified teachers or healthcare professionals.

A place-based approach does not imply lowering national 
standards for disadvantaged regions. Rather, the desired outcome 
should remain nationally equitable while the delivery mechanism 
adapts to local constraints.

Fiscal transfers could therefore be linked more strongly 
to objective deprivation, geographic cost and measurable 
service outcomes. Local capacity-building should accompany 
funding because resources alone do not guarantee effective 
implementation, a point reinforced by evidence on fiscal efficiency 
and education transfers across Indonesian regions [23,35,36].

From Static Targeting to Dynamic Social Registries

The distinction between poverty and vulnerability has direct 
implications for data systems. If household welfare changes 
more quickly than administrative classifications, static registries 
will inevitably miss some newly vulnerable households while 
retaining some whose circumstances have improved.

Traditional targeting tends to classify households according 
to welfare characteristics observed at a particular time, yet 
employment, household composition, health and disaster 
exposure change. Static registries therefore generate exclusion 
errors when households newly fall into distress, while purely 
income- or expenditure-based targeting may overlook capability 
constraints that alter the severity of deprivation [65].

An integrated social registry should therefore support more 
frequent updating, interoperability among relevant administrative 
systems, transparent grievance and correction mechanisms, 
and rapid reassessment following major shocks. A hybrid 
approach combining verifiable socioeconomic indicators with 
local information and an explicit dynamic-updating procedure 
provides one promising way to improve targeting under changing 
conditions [65].

The objective should not be to construct a perfect once-
and-for-all list of poor people, which is unrealistic in a dynamic 
economy, but to build an administrative system capable of 
detecting changing needs and responding accordingly. Such a 
system should treat registry quality as a continuous governance 
function rather than as a periodic data-cleaning exercise.

Connecting Monetary and Multidimensional Data

Indonesia’s poverty dashboard could contain three 
complementary layers rather than collapsing all information 
into a single index. The first would measure current monetary 
deprivation, anchored by BPS’s national poverty methodology; 

the second would assess vulnerability and economic security 
using distributions around the poverty line, employment 
stability, social-insurance coverage, shock exposure and higher 
international benchmarks; and the third would monitor 
multidimensional outcomes including nutrition, learning, health, 
housing, WASH and child deprivation. Keeping these layers visible 
preserves diagnostic information because improvement in one 
domain can coexist with deterioration in another. A district whose 
monetary poverty rate falls while learning deprivation worsens, 
for example, requires a different policy response from one in 
which income and capability indicators improve together.

Policy Delivery as Part of the Causal Framework

Figure 4 emphasises that poverty reduction is produced 
by a delivery chain rather than by measurement alone. Better 
indicators must lead to accurate identification, a diagnosis of 
the relevant constraint, an appropriate package of protection, 
prevention or promotion, and effective delivery through national 
and local institutions; targeting errors and weak local capacity 
can undermine the chain even when programme design is sound 
[23,65,67]. The feedback loop is equally important because 
changing household circumstances require registries, programme 
rules, and service delivery to be updated as new evidence emerges.

Figure 4 treats implementation as part of the poverty-reduction 
causal chain. Better measurement does not automatically improve 
welfare: data must first support accurate identification and 
diagnosis, diagnosis must inform an appropriate intervention, 
interventions must be delivered with adequate quality, and 
outcomes must feed back into subsequent decisions. Failure at any 
stage can break the chain, particularly where data are outdated, 
institutions are fragmented or local delivery capacity is weak.

This framework also clarifies why debates centred exclusively 
on the poverty threshold are too narrow. Even a perfectly 
measured poverty line cannot tell policymakers whether a 
particular household requires nutrition support, sanitation, 
healthcare, training or employment assistance. Classification 
must be followed by diagnosis.

The Role of Universal and Targeted Policies

A comprehensive strategy also requires a careful balance 
between targeting and universality. The appropriate balance 
differs by instrument because cash transfers, social insurance 
and basic public services face different fiscal, administrative and 
equity considerations.

Targeted cash assistance is appropriate where fiscal resources 
must be concentrated among households with the largest 
resource deficits, while basic health, education, water, sanitation 
and essential infrastructure often generate stronger equity when 
access approaches universality. Targeting on capabilities as well 
as resources can also identify disadvantaged households that 
conventional means tests may miss, although administratively 
feasible designs remain essential [65].
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Figure 4: From measurement to poverty reduction: an integrated delivery chain.
Source: Authors’ conceptual synthesis of the reviewed literature.

Excessive reliance on narrowly targeted programmes can 
create coverage gaps among near-poor households and impose 
substantial administrative burdens, whereas universal cash 
transfers may devote scarce resources to households that 
require little additional support. Targeting design can also 
affect behavioural incentives: Indonesian evidence finds modest 
reductions in employment and job formality under some tightly 
means-tested cash-transfer arrangements, suggesting that 
eligibility rules should avoid creating unnecessary disincentives 
at the margin [68,69].

The appropriate principle is therefore to target income 
support where economic resources are highly unequal while 
pursuing broad access to essential public services and social-
insurance mechanisms wherever feasible. Policy design should 
also monitor effective utilisation, because formal coverage can 
coexist with barriers that prevent disadvantaged groups from 
using services in practice [42].

Poverty Reduction and Structural Transformation

The broader implication is that Indonesia’s poverty agenda 
can no longer be separated from structural transformation. Social 
policy can protect households from deprivation, but sustained 
movement towards economic security depends on an economy 
capable of generating productive and progressively better-paid 
work.

The World Bank’s 2026 diagnostic and Growth and Jobs Report 
argue that Indonesia requires major productivity and job-quality 
improvements to achieve its high-income aspirations. Reforms 
supporting competition, trade, investment, skills and productive 
enterprises are expected to be central to increasing labour income 
and expanding better-quality employment opportunities [13,14].

This is highly relevant to poverty. If most new workers 
continue to enter activities with low productivity and limited 
social protection, households may cross the official poverty line 
but remain economically insecure. Conversely, sustained growth 
in labour productivity and real wages can move households 
substantially beyond poverty thresholds and reduce long-term 
dependence on transfers.

Social policy and growth policy should consequently not 
be treated as substitutes. Productive transformation without 
adequate social protection exposes households to adjustment 
risks; social protection without productive transformation may 
protect consumption but struggle to generate sustained mobility.

The desirable strategy therefore combines productive 
transformation with effective social protection. Treating growth 
and social policy as mutually reinforcing is more consistent with 
a poverty-profile approach than asking either redistribution or 
markets to solve the problem in isolation.
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Conclusion and Policy Recommendations

Indonesia’s poverty debate should move beyond arguments 
about whether BPS, the World Bank or multidimensional 
indicators produce the “true” poverty rate. The central conclusion 
of this qualitative literature review is that different poverty 
measures identify different aspects of welfare and serve different 
analytical purposes. The appropriate response is therefore not 
measurement uniformity but measurement coherence.

BPS’s national poverty rate remains the principal benchmark 
for assessing nationally defined basic-needs poverty. International 
World Bank thresholds provide comparative reference points 
showing where Indonesian living standards stand relative to 
global and income-group norms. Multidimensional indicators 
expose health, education, nutrition, housing, WASH and other 
deprivations that expenditure measures do not fully capture. 
Vulnerability measures identify households that are not currently 
poor but lack sufficient resilience against shocks.

The newest official data simultaneously demonstrate progress 
and unfinished work. National poverty declined to 8.07% in 
March 2026, representing 22.93 million Indonesians, but rural 
poverty remained substantially higher than urban poverty [1]. 
At the same time, 37.4% of children experience multiple basic 
deprivations, compared with 11.8% classified as monetarily poor 
[10,11]. International benchmarking further indicates that a large 
share of the population remains below consumption standards 
typical of upper-middle-income economies [2].

The policy implication is that reducing the national poverty 
headcount remains necessary but is no longer sufficient for 
Indonesia’s development transition. Policy must also reduce 
vulnerability above the poverty line and address capability 
deficits that monetary measures do not fully reveal.

A comprehensive strategy should institutionalise a 
Protection–Prevention–Promotion architecture. Protection 
must guarantee basic consumption and essential services for 
households currently experiencing poverty. Prevention must 
extend risk protection to near-poor and vulnerable households 
through social insurance, adaptive transfers and rapid shock 
response. Promotion must create durable pathways into higher 
productivity through education, skills, productive inclusion, 
agricultural transformation, SME upgrading, finance and the 
generation of formal, better-paying jobs.

Within each layer, policy should be multidimensional. Child 
nutrition cannot be solved through income support alone; it 
requires healthcare, food quality, sanitation, parental behaviour 
and service availability. Poor educational outcomes require 
more than school enrolment; quality and learning matter. Urban 
poverty requires attention to housing and transportation, while 
rural poverty frequently requires improvements in agricultural 
productivity, market access and public infrastructure.

Policy should also become more dynamic. Social registries 
need to recognise welfare transitions rather than freeze 
households permanently into poor/non-poor categories, while 
administrative systems should be capable of detecting shocks 
rapidly and coordinating support across programmes and levels 
of government. Evidence on hybrid targeting and historical 
mistargeting in Indonesia supports greater attention to updating, 
local information and correction mechanisms [65,67].

Finally, poverty evaluation should measure what ultimately 
matters: not merely whether households cross a statistical 
threshold, but whether they remain safely above it, accumulate 
human capital, obtain productive employment, withstand shocks 
and provide their children with materially better opportunities. 
Indonesia’s achievement in reducing poverty is real. The existence 
of a large economically vulnerable and multidimensionally 
deprived population is also real. These findings are not 
contradictory. They describe different stages on the same 
development continuum.

The substantive goal for an upper-middle-income Indonesia 
should therefore evolve from lifting people immediately above a 
poverty line towards enabling citizens to attain secure, resilient 
and sustained prosperity. Once poverty is understood in this 
way, the question of which threshold is “correct” becomes less 
important than the policy question that matters most: what 
combination of resources, services, protection and economic 
opportunities will allow different groups of Indonesians to escape 
deprivation permanently?
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