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Indonesia: Land of Opportunities
and Declining Poverty

Size and opportunity go together

Well-connected to the world

• 4th largest country

• 30.2 million Twitter users: world’s

• 3rd largest democracy
• 41% of SEAN population
• Seat at the G-20 table
• 16th-largest economy in the world
• 45 million member of the consuming

class

• 53% of the population in the cities

producing 74% of GDP

• 55 million skilled workers in the

Indonesian economy

sixth largest

• 80 million unique internet users
• 295 million mobile phones users
• 64

million Facebook accounts:
world’s top 2

• 10-11 million Blackberry users
• Of the 240 million people in

Indonesia, over 60% of the
population is under 39 years old,
providing a dynamic workforce.

• $0.5 trillion market opportunity in

consumer services, agriculture and
fisheries, resources, and education

The estimated population of Indonesia was 244.5 million in 2012, with Muslim
population at 88.1 percent or 215.4 million, the highest in the world. The population
was growing at an average annual rate of 1.17 percent during 2000-2011.

"
Economic Growth
• Indonesia experienced an average annual

growth rate of 5.33 percent.

• During the financial crisis hitting the global

economy, Indonesia was not affected by the
crisis.

Unemployment
• Indonesia recorded high unemployment

rate during the last decade, which was on
average 8.41 percent.

• Indonesia is expected to reduce its

unemployment rate to around 5.45 percent
per annum over the subsequent 6 years.

Structure of Economy
• The relative share of agriculture sector in the GDP of Indonesia 15 percent in 2011.
• The value addition of industrial sector to GDP of Indonesia was 47 percent.

Inflation
• Indonesia faced high and fluctuating inflation rated during the last decade, at the

average rate of 7.65 percent per annum. Since 2009, however, Indonesia has stabilised
the consumer prices compared to the previous years and expects the same to be about 5
percent per annum during 2012-2018.

Savings and Investments
• According to the criterion laid down in the World Bank Growth Report, countries need an

investment of 25 percent of the GDP or more for a sustained development.

• Indonesia has been successful in investing on average about 27 percent of its GDP per

annum with savings of about 29 percent per annum. Its investment and savings have
been increasing in recent years resulting in sustained economic growth.

Income Distribution
• The income inequality in Indonesia increased from about 30 percent in 2002 to about 36

percent in 2010.

Incidence of Poverty
• Indonesia recorded about 29 percent of its population as very poor and about 67

percent as relatively poor under US$ 1.25 a day and US$ 2 a day criteria respectively in
2002. In the same year, using national poverty line, 18 percent of the Indonesian
populations were recorded as poor; 21 percent in the rural areas (using rural poverty line)
and about 15 percent in the urban areas (using urban poverty line). Indonesia was
successful in reducing poverty level to 12 percent overall, to 15 percent in rural areas and
to about 9 percent in urban areas in 2012.

Philanthropy as a Tool of Poverty
Alleviation

Indonesia has world’s largest Muslim population and therefore, the Islamic institutions of zakat,
sadaqah and waqf occupy an important role in its fight against poverty.
Mobilization of Zakat:
Zakat collections in Indonesia show a steadily rising trend over the years, multiplying by 32 times
over the last decade. According to data obtained from the National Board of Zakat (BAZNAS) the
ratio of zakat payer to zakat beneficiary currently stands at 1:12. Another important dimension of
the Indonesian zakat collection exercise is that private organizations, such as, Dompet Dhuafa,
Ruma Zakat Indonesia have traditionally led the collection effort, though their role is increasingly
getting diluted by the National Board of Zakat
(BAZNAS), which assumed the role of the apex regulating body for zakat management in the year
2011. BAZNAS is also engaged in direct collection of zakat. For instance, for the year 2011, the
national collection data shows that BAZNAS-led network accounted for 62 percent while the
private institutions (LAZ) together accounted for 38 percent of total zakah collected.

Time Series of Zakat Collected in Indonesia

This section draws heavily on an unpublished study "Islamic Social Finance in South and South
East Asia" undertaken by the Islamic Research and Training Institute, Islamic Development Bank
in 2013

Distribution of Zakat:
A 2010 survey on the distribution pattern of zakat as well as other Islamic charity funds (together
known as ZISWAF) in Indonesia has some interesting findings. Based on data from 9 leading amil
zakat institutions (known as LAZ), this survey reveals that disbursements by LAZ during the period
2004-2008 are primarily focused on consumption-oriented assistance, such as, humanitarian
assistance programs (23.1 percent), direct grants to asnaf (15.0 percent), education (10.7
percent), health (5.8 percent), and assistance to da’wah activities (3.9 percent). Productive
economic activity on average received an allocation of 10.7 percent.

"
"
"
"
"
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Pattern of Zakat Distribution by LAZ in Indonesia

The National Board of Zakat, Indonesia compiles data for distribution of zakat in four categories
as follows:
• Education Program : a program that is designed to provide educational assistance. It comprises
two major programs, namely, Smart House for Children of the Nation and Cadre of 1,000
Ulama
• Humanitarian Aid : a program that is created to provide humanitarian assistance, and it consists
of two major programs, namely, Mustahik Services Counter and Disaster Emergency Aid
• Health Program: a program that is intended to provide medical assistance, and it is called as
Healthy House of Indonesia (cost-free hospital and mobile clinic serving mustahik in remote
and backward areas)
• Economic Program: a program that is developed to empower mustahik economically by using
comprehensive and integrated approach, and it comprises two main programs, namely, Zakatbased Community Development and Bayt al-Ma’mur.

"

Official data of the National Board of Zakat (BAZNAS) 2013 reported the following distribution
pattern for 2011-12.

"
"
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Pattern of Zakat Distribution by BAZNAS in Indonesia

From the above, it appears that economic empowerment programs still account for a small
percentage of the zakah collected, notwithstanding the visible success of some initiatives, such
as, the community development program of Dompet Dhuafa Republica.

Dompet Dhuafa Republica:
A Wallet for the Poor

Dompet Dhuafa Republika (DDR) is a philanthropic institution that serves to help the poor using
donated assets including zakat, sadaqa and waqf from individuals, groups, companies or
institutions. It redistributes the funds received to support the many socio-community activities,
including activities aimed at alleviating poverty, and activities that promote education, health and
research. As a legal entity, DDR was recognized as a waqf foundation by the Indonesia’s Social
Ministry in 1994 and as a national level Zakat Amil Institution by its Religious Ministry in 2001.

"

DDR is driven by a mission to (i) build human values and self-reliance (ii) increase community
participation and support charitable resources for empowerment (iii) encourage synergy
program and a global network of community development organizations (iv) develop and
preserve community assets through equitable economic strategies and (v) develop charity as an
alternative tool of poverty alleviation
Collection & Utilization of Zakat and Charity Funds by DDR
The following table provides details on the collection and distribution of zakat and other charity
funds by DDR in 2010 and 2011.
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Collection & Utilization of Zakat and Charity Funds (2010-2011)

In addition to the above, information collected from DDR indicate that zakat collection have
generally seen an upward trend except in the year 2012 when it experienced a fall. While it was
74.9 billion in 2011, it
experienced a sharp fall to Rp31.4 billion in 2012. The fall however was temporary. During
January-July 2013, however, total zakat collected touched 52.9 billion.

"

Empowering the Poor

The funds dedicated to economic empowerment programs average about 6.3 billion per year
that hovers around 10 percent of total zakat resources collected. The low dedication is
attributable to apparent Shariah objections by some scholars who emphasize on utilization of
zakat for consumption alone in the short-term. In the face of a growing realization however that
an emphasis on short-term may lead to a dependency syndrome among the poor, and that the
long term need of the poor is economic and social self-reliance, DDR seeks to enhance the
utilization of zakat for community empowerment programs.

"
"
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Five-year Details on Economic Empowerment Programs by DDR

Among the major economic programs of DDR are: the masyarakat mandiri (self-reliant
communities), pertanian sehat (health/ organic farming), kampoeng ternak nusantara (livestock
development), Islamic microfinance (for-profit) in addition to capacity building iniatives under
Indonesia Magnificence Zakat (IMZ). The first three programs follow a similar model of economic
empowerment that involves interest-free loan financing to groups from a pool created out of
zakat funds. The key distinguishing factor of this model is the phased building of self-reliant
communities and the creation of a community organization that would continue to provide
financing to the members. Below we focus on the masyarakat mandiri (MM) program.
The MM program of Dompet Dhuafa Republika is focused on income generating and community
based |organization development. The objectives of the MM program are:
• To achieve material independence of target community by realizing its productive ability to
meet basic needs and to establish survival mechanism during crises.
• To achieve intellectual independence of target community by fostering independent way of
thinking and behavior and ability to make critical judgment.
• To achieve managerial independence of community-based organization by ensuring the
community's capability to take collective action in creating a sustainable local institution that is
able to establish equal partnership between multi-stakeholders.
Selection of Beneficiaries
The MM program employs the clearly defined criteria for identifying its target region and
beneficiaries.
An urban region targeted for the program (i) is usually a densely populated slum area (ii) with
potential to be developed into a center of production and (iii) with ease of access to transport
and marketing facilities and networks.

A rural region targeted for the program (i) should have comparative advantages in specific
commodities or produce (ii) should have natural resources with access to the same by the poor
(iii) should have available human resources both in terms of quality and quantity and (iv) should
not be witnessing conflicts or have a high potential for conflict.
MM identifies its target group of individuals based on criteria not just related to their income and
ownership, but based on their potential for forming partnerships, and their quality as human
resource.
In terms of income and ownership, those with income of less than 2 dollar a day for rural areas
and less than 3 dollar a day for suburban and urban areas are eligible beneficiaries. Additional
criteria used are conditions of residence and ownership of assets. A key requirement is the
agreement from the local community based on their evaluation of the individual or family.
The evaluation of potential beneficiaries is also undertaken in terms of their potential to form
meaningful economic partnerships. This is assessed in terms of the potential for expansion of
their micro-businesses. Several criteria used on the process are: past track record in enhancing
the scope and scale of business; the availability of raw materials, production capacity and market
potential; the capacity to absorb labor, potential to create further economic opportunities and to
utilize local resources.
In terms of human resource potential, the potential beneficiaries of the program are restricted to
those individuals who are between 18 and 60 years of age, are able to work with a vision for
further expansion of their efforts. Further, they must not be currently receiving assistance from
other similar programs.

"

Program Components
The program has the following key components:
• Building Awareness: The program helps the community to identify its problems and its
potential under the assumption that the community itself has the ability to solve the problems.
Community organizers from the program are immersed in the target region and share the life
of the communities. The program also facilitates a learning process to bring about changes in
attitudes.
• Organization: It generates self-help groups as the medium to build bargaining position; helps
form a local organization through community initiative.
• Building Cadre: It prepares a local cadre who will develop local self-help and who will take
over the “hand-holding” role once the program ends.
• Technical Support: It provides technical training based on locally available and appropriate
technology.
• Partnership: The local Community figures out what can be implemented and what support will
be needed from external party (the program). The community establishes cooperation based
on specific roles for each stakeholder based on mutual trust and transparency.

The program provides the following services to its beneficiaries:
• Developing human resources through various training program, workshops, meetings among
members and others.
• Developing institutions with proper documentation of standard operating procedures for each
organization or group in order to be commonly monitored.
• Provision of capital to local businesses through group-based credit, self-help savings.
• Providing business development services for improving production methods.
• Developing markets through sharing of information on business opportunities, building
networks and synergies.
The program emphasizes building and strengthening of individual and institutional capacity. At
an individual level, the focus is on improving perceptions & attitudes, enhancing knowledge &
skills and ability to generate income and manage funding of micro enterprises. At an institutional
level, the focus is on strengthening organization management, improving access to financial
services, information, marketing services and networks.
Termination and Exit Strategy:
The program has a clear termination and exit strategy. It withdraws from the region and the
program comes to an end as soon as the community cadres ready to take part in maintaining
program sustainability - financial and institutional. It ensures that a community-based
organization is a legal entity with adequate capacity to sustain cooperation with all stakeholders.

ISM - ‘Ikhtiar Swadaya Mitra’. Self-help Organization
Induk - Parent/Main/Chief
KM - 'Kelompok Mandiri’. Self-help Group.

4a. Organic Farming

The green farming program by DDR has been developed in response to the deteriorating
condition of poor farmers. Their problems are many fold: limited land, declining soil fertility, high
input prices, limited capital, human resources with low and limited skills, fluctuating crop prices,
and continuously declining terms of trade of goods and services industries. The program
involves a holistic approach involving adjustment of cropping patterns and change in farmers’
attitude and preference from conventional farming to green farming system. The intervention
requires gradual and continuous assistance, guidance and introduction to production facilities
that are safe, locally made and affordable, to bio-tech and low-chemicals system through
integrated and environment-friendly farming.
Green agricultural technology or semi organic cultivation system reduces farmers’ permanent
dependency on seeds, fertilizers, pesticides and chemical agricultural facilities and inputs that
are expensive. With the user-friendly green agricultural technology, farmers can reduce
production costs while obtained higher price for the organic produce thus, enhancing farmer’s
welfare. The Program Pemberdayaan Petani Sehat (P3S) or the healthy farmers empowerment
program of DDR is funded with zakat and involves financing farm land loan and capital for semiorganic farming with a view to brining about significant increase in farmers’ earnings. The
empowerment process also involves strengthening of farmers’ capacity as human resources and
helping them get organized as formal communities - combined farmers groups (gapoktan). The
intervention comes to an end when the combined farmers groups have developed the capacity
to manage the formal organizations independently, putting in place partnership with other
stakeholders to support the organization’s existence, improved its bargaining position towards
market structure. As farmers achieve achieve self-reliance, they bring benefits to the surrounding
environment.
Farmers’ eligibility for P3S program is based on several criteria, e.g. income and ownership,
business potential, and the farmers’ potential as human resources. The main target group are
poor farmers that meet the following criteria: 1) farmers family head with earning less than or
equal to Rp 20.000,- (≤ 2 USD) per day in rural areas, 2) farmers family head with earning less
than or equal to Rp 30.000,- (≤ 3 USD) per day in sub urban areas, 3) house condition (either
owned/rented) below acceptable level with limited equipments owned. Approval from local
neighborhood on the criterias above is needed to confirm a poor family’s eligibility for the
program. The business potential criteria are 1) development potential, which reflects the ability to
expand the business in scale and scope, related to the raw materials availability, production
capacity, market potency and employment rate, 2) potential to create derivative businesses that
allows more employments and economy benefits for other beneficiaries, and 3) potential for
local resources utilization. Besides the above, a farmer must: 1) be of minimum productive age of
18 years or is married, with maximum age of 60 years, 2) has the vision for developing business,
3) able to work, 4) is not enlisted as participant of other similar program.

"

Components of P3S program

Framework
The empowerment program is undertaken in several stages:
1) promoting awareness or self-recognition process of potentials and the environment, and
helping the community to reflect on its situation in interacting with macro changes, development
of information and technology, and socio-cultural development,
2) building comprehension that the organization and institutions constructed must be started
from the community’s initiative through continuous strengthening of the organization,
3) regeneration, which is the process of preparing local farmers who will take over the task of
mentoring after the program ends. Cadres consist of local farmers chosen by the community
participatively through discussions;
4) technical support, associated to the technical aspects of the production process, which
includes the introduction and implementation of organic farming technology and semi-organic
farming, adaptation of technology, development of pre-and post-harvest processes as well as
access to information;
5) system management, in order to facilitate farmers in fulfilling their needs, both individually and
in groups, in a sustainable livelihood system, by bringing together the interests of stakeholders,
and the bargaining position of farmers through farmers institution and market structure.

The process of forming farmers’ organization involves the following:

"

For example, the total number of villages that participated in the P3S program in Bogor was 09.
There were 149 farmers of 16 farmers groups (KT) who were further categorized in 05 Gapoktan
participated in the program.

"

Various stages in the intervention are presented below:

The main problem for farmers is the lack of land ownership; therefore one of the aid packages
provided in P3S program is the provision of leased land to farmers to achieve targets. Once
farmers groups are formed, the next stage is the leasing of land to each farmer at an average
land area of 2500 m2 for each farmer or 2.5 hectares for each group. Farmers get lease land for
one year with the rental fee of Rp. 4.000.000, -/Ha. For the Bogor example, approximately 40 ha
land was leased to the 16 farmers groups with 149 members. In addition to the land lease
package, farmers also receive a package in the form of processing costs of land, direct costs of
labour for one growing season. Farmers are expected to use the means of agricultural
production (saprotan) and working capital funds of the enterprise. Labor fees are directly paid
for the overall processes of land production and harvest. Assistance is also provided in the form
of fertilizer NPK, compost, plant pesticides, seeds etc.
Through research and study the program has developed agricultural production facilities
(saprotan), e.g. to produce NPV (nuclear polyhedrosis virus) bio pesticide that is local-based,
affordable, and environment friendly. This biopesticide uses active pathogene virus of pests,
which is the first to be produced in Indonesia using the brand of VIR-L, VIR-X and VIR-H. The
laboratory also developed organic fertilizer with the brand of “OFER” and plant-originated
pesticide with the brand of “PASTI”, which was made of tuba roots.
Besides producing organic saprotan, the program has also involved building farmers capacity
through workshop, training, comparative study and regular meetings; building farmers
organization by establishing farmers groups and combined farmers groups as well as preparing
cadre farmers; strengthening farming business through green agricultural technology, financing
farming business and post harvest management; and developing partnership with
multistakeholders. A major component of the empowerment program is institutional capacity
building. Assistance for the strengthening of the institutional groups of farmers and farmer
groups (gapoktan) involves the following:

"

Enhancing the capacity of farmers is done through various forms of training in semi-organic
agriculture as also in organizational management and financial management for the management
of farm groups and gapoktan administrators, establishment of the gapoktan forum, as well as
periodic monitoring.

"

During the process of cultivation of rice, the tutoring process, both regular and irregular
meetings, is done through visits to the homes of the farmers. Tutoring is done through regular
meetings of the Group once a week. The process of transfer of appropriate technology and
organic rice cultivation is delivered through group meetings. Also discussed during the meetings
are further areas of common agreement, such as, the obligation to save 40 percent of the harvest.

"

Mentoring process for healthy Farmers empowerment program (P3S) is aimed at institutional
strengthening by promoting farmers’ organizational independency and the development of the
economic base of farmers. The process consists of developing, strengthening and independency
stages as presented below.

"
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An example of the move towards self-sufficiency is a consensus made among farmers that each
farmer must save up to forty percent of their harvest, which would initially be used to pay land
lease for the following year.

This section draws heavily on Nana Mintarti, MP (2013), “Distribution Model for Productive Zakat: Case
Study in the Empowerment of Poor Farmers Using Semi-Organic Farming Method”, Unpublished Paper,
Indonesia Magnificence Zakat, Dompet Dhuafa Republica.

Farmer Empowerment Program by PSI Network 2008-2012

"

4b. Breeder Empowerment

The breeder empowerment program has targeted small farmers and people that deal with
cows, sheep, and goats over the period of 2008 to 2012 in there regions of West Java, East Java,
Lampung, South Sumatra, West Nusa Tenggara and Bima. In addition to that, the farmer
empowerment of the people through the integration of Cluster Mandiri program focuses on 5
target areas such as Bantaeng, Blora, Kulon Progo, Madina Zone-Bogor and Lebak. The table
next page shows the funds for the development programs for the livestock.
A 5-year post disaster recovery program was also carried out during the period from 2008-2012.
This is focused on the dairy farmers that were affected by the eruption of Mt. Merapi.

"

The empowerment program relating to farm fields during the 5-year period is now complete,
totaling the programs to 21. The 21 programs comprised of 16 programs of cooperation and
networking, and 5 non-cooperation program networks and community proposals. The
beneficiaries of the program are small family farmers. The number of families in the program, in
its 5 years, amounted to 1083 families (3,790 people) and the number of funds utilized
amounted to Rp 6,451,333,439.00.

Breeder Empowerment Program and Cattle by KTN Network
Period June 2008- December 2012

The number of programs in collaboration with non-networking and community groups during the period
from 2008-2012 amounted to 5 programs and the total beneficiaries amounted to a total of 147
households with total program funds of Rp 888,215,000.00. The program covers 5 districts namely:
West Lombok, East Lampung, West Kutai, Sleman, and Bogor.

"

The table below is of the Poultry Farmers Empowerment Program and Cattle by the non-networking
community groups from 2008-2012

4c. Empowerment of Micro, Small,
and Coastal Businesses

The program focuses on the development of local small micro businesses such as street food
vendors, home industries and small fishing products in urban areas, rural areas and the coastal
areas during the period of 2008-2012. The objectives were achieved through the help of various
programs such as KPMS (Healthy Snacks Food Traders Group), and Cluster Mandiri.
The KPMS program was carried out in several areas such as Jakarta, Depok, Surabaya and
Banjarmasin, which is also the result of collaboration with some of the company's CSR program.
In addition to that, the empowerment of micro business actors (traders) and home centre
industries empowerment was carried out in 7 area, namely Bantaeng, Blora, Kulon Progo, ZoneMadina Bogor and Lebak Kalianda Lampung. The program implementation began in 2011.

"

Several community-based empowerment programs were also carried out in collaboration with
several donors, social and corporate institutions through partnerships and CSR activities such as
Gelipa in South Sukabumi , cooperation with JICA, the Healthy Snacks Food Traders at Depok
Hypermart, Warung Healthy Child program (WAS) in collaboration with PT. Sari Husada-Danone
in 4 provinces.

"

Empowerment programs based in coastal regions and fishing communities was undertaken
through the utilisation of Zakat funds from DD during the period of 2008-2012. The programs
focused in several areas such as coastal Sidoarjo, Lampung Market Island, Bantaeng, Serang,
and Tanjung Pasir, Tangerang. During the 5 year period, post-economic disaster recovery
program for the farmers affected by the eruption of Mt. Merapi was also carried out.

"

The empowerment programs during the 5-year period amounted to 51 programs which
consisted of 45 empowerment MSE and 6 coastal fishing programs. Beneficiaries, i.e the micro
business (micro small traders of various businesses, small fishermen, women fishing, handicraft
artisans) over a period of 5 years amounted to 6,155 families (27,082 people) with the amount

MSE Empowerment programs and Coastal Fishermen over the period
of 2008-2012

Dompet Dhuafa Republica continues in its journey seeking to make a dent on
poverty. It is increasingly getting global recognition as an organization that has
set many new trends, and demonstrated that philanthropy can be depended
upon as a sustainable source of funding poverty alleviation initiatives. It was
among the top three Islamic NGOs shortlisted globally for Dubai Islamic
Economy award in 2013.

For further enquiries, please email:
alim.m93@gmail.com

