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Abstract: The cost of a health insurance program will largely be determined by the size 
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public Health Insurance (HI) expenditures as Indonesia transitions to UC. This work 
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Map for Reform. 
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While the increases, even under the Greater Jakarta scenario, appear manageable, this is driven 

by a number of key assumptions including the exclusion of Class I and II hospital beds, managed 

care with emphasis on primary care, negotiated rates and a focus on equal treatment for all. 
Lastly, Indonesia‟s historically low levels of health spending and relatively low utilization levels are 

also due to supply constraints and large amounts of self treatment due to cultural reasons and the 

perceived poor quality of the health system.  

Box 3-1: Elasticity Factors: Further Discussion 
One of the more difficult tasks is estimating the elasticity rates to apply to medical care costs in developing 

countries like Indonesia. Historically, the elasticities of health spending relative to GDP (that is the percentage 

change in health spending relative to the percentage change in GDP) vary substantially by country income 

classes. The following table displays these elasticities from the WHO National Health Accounts Database for 

1995-2009 for total, public, and private health spending. 

Country grouping Total Public Private 
OECD 1.24 (0.29) 1.23 (0.34) 1.22 (0.50) 
High-Income Non-

OECD 
0.98 (0.24) 0.97 (0.28) 0.99 (0.31) 

Upper Middle Income 1.06 (0.22) 1.07 (0.21) 1.05 (0.37) 
Lower Middle Income 1.14 (0.40) 1.25 (0.46) 1.04 (0.58) 
Low Income 1.09 (0.21) 1.13 (0.33) 1.04 (0.23) 
Indonesia 1.12 1.32 0.97 

Note: Data are from WHO 1995-2009 NHA Database. Standard deviation in parentheses. 

The elasticity reflects increases in medical care costs due to inflation, changes in treatment protocols, greater use 

of technology and other institutional factors including provider payment policies and cost-containment 

mechanisms. However, elasticity is just one component of the increase in medical care costs. The total increase 

in the cost of care also includes the increase in the size of the population and population aging. We use the 

OECD total elasticity assumptions to project the increase in the baseline CMPMs by age and geographic region. 

These CMPMs are then multiplied by the projected age, sex and geographic distribution of the entire Indonesian 

population to estimate the total future cost of medical care. 

An argument could be made that the OECD total elasticity assumption is not appropriate for Indonesia. 

However, we assumed that as the program expanded to cover the entire population, the system would become 

more mature and the rate of medical care cost increases would approach those for more mature Western 

systems. In addition, as the public-private mix is also in flux, we choose to use the OECD elasticity for total as 

opposed to public health spending.  

Arguments can also be made that the rate of increase should be higher or lower than what we assumed. On the 

one hand, Indonesia‟s total health spending is only about 2 percent of GDP while other low-middle income 

countries are spending about 4.4 percent of GDP on health. In order to catch up to the norm, Indonesia‟s health 

spending might need to increase even more rapidly. On the other hand, the elasticity rate for low and low-

middle income countries is less than for OECD countries, so it could be argued that the elasticity rates for this 

study should be lower. 

Ultimately, the rate of increase will depend on government policy–whether the GoI chooses to continue to 

underemphasize health care relative to other sectors or chooses to increase spending on health care to catch up 

with other countries at similar levels of development. In our opinion, universal health care will put more 

pressure on the government to increase health care spending, to improve both the quality and quantity of 

available care. Consequently, we believe the assumptions used in this study are a reasonable estimate of likely 

outcomes. 

 

In analyzing the public expenditure implications of the alternative scenarios, it is important to 

reiterate that only the expenditure side of the government ‘balance sheet’ is being analyzed. No 

assumptions have been made about the sources of the government revenues needed to support and 
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 If the system is based on the SHI model, members may resent having to make contributions to 

the fund while also incurring high OOP expenses. Wealthier Indonesians will also have an 

incentive to try to avoid participating in the national health insurance scheme. 

While the CMPM may be lower under this option, the cost to the government budget will be 

higher. Any real savings will come from reduced utilization caused by high OOP costs and individuals 

choosing to go outside the system at their own expense to receive better care. System costs are kept low 

through severe health care rationing and significant OOP expenses. 

This option carries a high risk of rapid cost escalation after the start of the new system. Member 

complaints about poor quality, inability to get promised benefits and poor health outcomes may lead to 

political pressure to improve the system, and to expand the number of public and private providers 

participating in the system.   
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IV. Alternative Policy Choices for Transition to Universal Coverage  

Full universal coverage is clearly not the only policy choice available to the government, especially 

if resources are scarce. Many other countries have scaled up to UC by first covering vulnerable groups 

like pregnant women, children and the elderly, or alternatively, only covering primary care or starting 

with underserved remote areas first.  

The section analyzes different scenarios to achieve UC by phasing in coverage for pregnant 

women and children under age 15 first. However, in interpreting the results below it is important to 

keep in mind that the projected expenditure increases would duplicate some expenditures being made 

through current government-funded public health programs. While such duplication also would occur to 

some extent in the full UC options, it would be much less significant because, under full UC, the bulk of 

spending would be for curative care directed to individuals, not public health-related services. 

These estimates also do not take into account that some members of the covered group already 

have coverage for maternity and child care through Jamkesmas or other SHI programs. We have 

shown the full expected cost under the new UC program.  In reality, these costs would be offset by the 

savings in benefit payments under the existing programs. The incremental cost would be the full cost for 

those who are currently not covered by any program plus the improvement in the benefit package for 

those who already have coverage. 

4.1 UNIVERSAL COVERAGE OF MATERNITY CARE 

One scenario discussed and requested by the GoI is to start with UC of all maternity care. 
Maternal health is one of the key priorities of the government and the Ministry of Health. Despite past 

efforts, the incidence of preventable maternal death remains high and more efforts are needed to address 

the constraints women face when in need of care. The illustrated benefit package includes coverage for 

antenatal care and delivery, and it also includes transport expenditures for those who need it.  

Table 4-1 describes the design and estimated costs of the assumed benefit package for UC 

maternity care. The calculations are based on the cost of the benefit package multiplied by the 

estimated number of births.
12

 The cost basis in this scenario is not derived from existing Askes data but 

rather from an estimate of actual costs based on interviews and data obtained from those working in the 

health sector.  

The primary assumptions used to calculate the estimated cost are as follows: 

 The proportion of deliveries in hospital and Puskesmas is assumed to reach 75 percent by 2020; 

 Ten percent will incur complications and up to 6 percent may require C-Sections;
13

 

 Cost of drugs is estimated at 25 percent of professional fees; 

 Estimates include four antenatal care visits; 

 Transportation is provided in rural areas for the four antenatal care visits plus delivery; and 

 Per diem allocation for two persons for six days are included to allow pregnant mothers to 

travel accompanied and in advance to a facility when necessary to ensure timely availability of 

delivery support. 

                                                           
12 Instead of pregnancies we will use births–data is based on the number of live births increased by an assumed percentage to 

account for still births or abortions.  
13 These estimates are based on worldwide experience and estimated occurrences of complications and need for C-sections.  
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available in Great Jakarta. Of course, given supply-side constraints and Indonesia‟s geography, this 

option cannot be fully implemented in the short term. The maternal care and child care options are 

potential transition options focused on vulnerable groups that would address the serious current 

problems in maternal and child mortality. However, as with the universal coverage for all, it would 

require the supply side to be ready as well.  

Another important point of this exercise is to emphasize the need for the government to develop a 

robust social security modeling capability for the health program and the other SJSN programs. 
Combinations of Excel worksheets can be used to generate some results but such an arrangement is not 

robust enough and not suitable for the analysis of the long-term impacts of different policy options 

under a range of economic and demographic scenarios covering fiscal, monetary, labor and social 

issues.  

Models are a mathematical description of how a scheme’s financial position depends upon its 

design, performance and surrounding economic and demographic factors. It allows its users to 

measure the cash flows and other indicators under different sets of conditions. One of the main purposes 

of a model is to help policy makers understand the fundamental dynamic of a scheme.
 
Indeed, a model 

is a powerful tool to illustrate, study and analyze how economic and demographic changes and different 

provisions interact to affect various aspects of the performance of a system, including fiscal 

sustainability and social adequacy and fairness. It also serves to assess the impact of various reform 

scenarios on existing systems. Better data would enable more accurate cost projections to be made but 

these need to be updated regularly as experience emerges and the socioeconomic environment evolves. 

Modeling is a recurring exercise, which improves with usage. Model results can be a management tool 

and can be used as the benchmark for monitoring and providing early warnings. 

Governments are key users of actuarial expertise and in some countries it has been found efficient 

to regroup the actuaries within a special unit. In the UK, for example, this is called the Government 

Actuarial Department (GAD) and in other countries, the Office of the Actuary. Given the relatively 

small size of the actuarial profession, it is a way to reach a critical mass that facilitates peer review and 

quality control. As the GoI has very few actuaries on staff, it could benefit from the availability of such 

a neutral source to outsource some work that cannot be done internally on a timely basis. This process 

could lead to the eventual development of an Office of the Actuary in Indonesia which, in turn, could 

become an alternative source of actuarial expertise for social security work, increasing the depth of 

available resources. 

We hope this report assists the government in estimating the likely costs of various options for 

moving to universal care and provides an understanding of the factors that affect the ultimate cost 

of a UC program. The World Bank looks forward to continue working with the government to help it 

make critical design decisions and develop a health modeling capability to manage the risks associated 

with the UC program. 
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Baseline Data for Cost per Member per Month (CMPM) Based on Askes Data 
 

Baseline  
range  
and future  
costs 

Askes 2008: 
 
 
National 
Rp 15,879 
 
 

Adjusted by : 

 Remove additional cost for 
class I & II 

 Increase CMPM capitation 
fee by Rp 1000 

 Correct underexposure 
ages 0-14 

 

Adjusted by: 

 Medical fee increases 
of 20% 

 Pharmaceutical cost 
increases of 10% 

 Age specific rates 
 

Population 2010 
adjusted 
 
National 
Rp 11,671 
 

Greater Jakarta baseline 
 
Assumptions: 

 Add 10% administration cost 

 Both Supply side subsidy and OOP costs 
are set to 50% 

 GJKT cost levels for entire population 

 Future costs are increased gradually  to 
reach Higher case Greater Jakarta 
Population costs by 2020 

 

CMPM: Rp 36,029 

Low baseline 
 
Assumptions: 

 Add 10% administration cost 

 Both Supply side subsidy and OOP 
costs are set to 30% 

 Future costs increase by elasticity 
except for Greater Jakarta 
population where the increase is 
3%/year 

 

CMPM: Rp 20,542 
 

High baseline 
 
Assumptions: 

 Add 10% administration cost 

 Both Supply side subsidy and OOP 
costs are set to 50% 

 Future costs increase by elasticity 
except for Greater Jakarta 
population where the increase is 
3%/year 

 

CMPM: Rp 25,677 
 

Population 2010 loaded 
 

Appendix One - Cost Summary  

 

 

 

 

 

 
 

 
 

 
 

 

 

 

 Same level of supply constraints as exists today.  Excludes adverse selection and assumes a normal pooling of good and bad risks. 

 Amounts in Rupiah are expressed in real terms.  There is no adjustment for inflation. 

  The amounts include only public expenditures on health insurance.  Government budget spending and OOP costs are excluded. 
 

Estimated Cost for Achieving Universal Coverage for All Indonesians Gradually (2010:50%, 2015:75%, 2020: 100%) 

Scenario Low  case High case Greater Jakarta case 

Year 2010 2015 2020 2010 2015 2020 2010 2015 2020 

CMPM   20,542     28,442    39,835   25,677    35,553    49,793    36,029    56,705          9,222  

Annual exp (trillions  

of Rp) 

           30             65         127           37            82         159          52        130                21  

  

Estimated Cost for Expanding Jamkesmas to Entire Population  

Scenario  National  Greater Jakarta case 

Year    2010 2015 2020 2010 2015 2020 

CMPM    11,671 16,160 22,633 16,377 25,775 31,465 

Annual exp (trillions of 
Rp) 

   17 37 72 24 59 101 

Assumptions: a) Only for Class III coverage, large number of people not seeking care due to poor quality.  No reduction in subsidies or OOP expenses.  Administrative costs paid by 

government 

  

Estimated Cost for Maternity Care - Universal Coverage 

Scenario Low  case High case Greater Jakarta case 

Year 2010 2015 2020 2010 2015 2020 2010 2015 2020 

Annual cost per birth    1,582,117  2,314,200   3,407,389   1,868,022   2,773,292   4,136,806    2,593,496   4,454,219   5,913,974  

Annual exp (trillions  

of Rp) 

            8            12           17          10           14            21          14           23                30  

Assumptions :  

- Estimated number of births : 

(2010:5.250.086) 

(2015:5.157.102) 

(2020:5.090.825) 

Assumption 

- Short term abortion not covered -  Estimated include 4 times ANC visit  - Proportion delivery in hospital 75% by 2020 

- 10% complication, 6% require c-sections - Cost of drug 25% professional fee - Per diem 2 person for 6 days 

  

Estimated Cost for Children < 15 years old - Universal Coverage 

Scenario Low  case High case Greater Jakarta case 

Year 2010 2015 2020 2010 2015 2020 2010 2015 2020 

Monthly cost per child    14,925    19,714   26,650  18,656   24,643   33,312   22,189    29,328        33,730  

Annual exp (trill. Rp)           11            15           20          14           19            25          17                22               26  
Note :  Estimated number of children < 15 years old : (2010:62.919.300) (2015:63.907.900) (2020:63.403.800) 
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Scenarios Total Annual Expenditures as % of GDP 
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