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Government rolls out stimulus 
to pump-prime the economy

Rethinking direct elections: a call to end 
corruption in governance

On December 16, 2024, President 
Prabowo Subianto’s administration 
launched the Economic Policy Pack-
age for Prosperity, through the Coor-
dinating Ministry for Economic Af-
fairs and the Ministry of Finance. It is 
intended to work as a stimulus to 
offset the upcoming increase in the 
Value Added Tax (VAT or PPN) rate 
rising to 12 percent, which is set to 
take effect on January 1, 2025.

The increase is mandated by Law 
No. 7 of 2021, on Harmonization of 
Tax Regulations (UU HPP). In Article 
No. 3, the law allows VAT rates to be 
adjusted to between 5~15 percent 
through government regulations (Ar-
ticle No. 4). The administration has 
however decided to proceed with the 
12 percent rate while introducing a 
series of economic measures to help 
ameliorate its impact on households, 
workers and key industries.

According to the Coordinating 
Minister for Economic Affairs Airlang-
ga Hartarto, and the Minister of Fi-
nance in various media and Ministry 
of Finance Press Conference reports 
(16 December 2024), the Govern-
ment’s stimulus package focuses on 
six key areas of economic support. 
The first is households, where the 
Government will provide food assis-

The push to reevaluate direct re-
gional elections (Pilkada) is rooted in 
the objective to create clean, efficient, 
democratic and professional gover-
nance. Unfortunately, the steep costs 
of direct elections have proven to re-
sult in corrupt administrative prac-
tices rather than the long-envisioned 
effective leadership.

Direct elections were born out of 
people’s sovereignty and the spirit of 
reform, codified in Indonesia’s Con-
stitution (UUD 1945, Article 18 Para-
graph 4), and regulated under Law 
No. 32/2004 and later Law No. 
8/2015, the Pilkada Law. This sys-
tem allows enthusiastic voters to 
choose their regional leaders directly, 
reflecting democratic ideals and in-
spiring hope for better governance.

However, over time, these ideals 
have eroded and diminished the very 
values of democracy. Public literacy 
about how significant leadership 
competence should be remains low, 
enabling candidates to exploit voters 
with money politics, including 
vote-buying practices, approaching 
community leaders (including reli-
gious leaders), and mobilizing dawn 
raids (serangan fajar) to secure votes 
– in many areas across Indonesia 
this has become the norm.

These tactics often involved a 
transaction of financial agreements, 
with terms such as “expensive” or 

tance in the form of 10 kilograms of 
rice per month for two months (Janu-
ary and February 2025) to 16 million 
food assistance recipients in the first- 
and second-income deciles (PBP). The 
Government will also provide a 1 per-
cent subsidy of the 12 percent VAT for 
essential goods (Bapokting) such as 
wheat flour, industrial sugar, and 
“Minyak Kita” cooking oil. A 50 per-
cent discount on electricity bills for 
customers with 2,200 VA or lower in 
January and February 2025, will also 
offer significant relief for many fami-
lies.

In the second area, the stimulus 
focuses on workers. The Government 
has announced improvements in ac-
cess to the Unemployment Insurance 
Program (JKP) for employees who 
have been laid off, to provide better 
protection and financial security for 
those affected by job losses. The third 
area is to support the Micro, Small, 
and Medium Enterprises (MSMEs) by 
prolonging the final income tax (PPh) 
rate of 0.5 percent on turnover until 
2025. Additionally, MSMEs with an-
nual turnover below IDR 500 million 
will be excused from this tax, allowing 
them to grow and generate more earn-
ings.

The fourth area focuses on la-
bor-intensive industries: 1) the Gov-
ernment-borne income tax relief (PPh 
Article 21) for workers earning up to 
IDR 10 million per month; 2) a gov-
ernment subsidy of 5 percent interest 
for companies seeking to revitalize 
equipment, to improve productivity; 3) 
six months of government “50 percent 
workplace accident insurance” (JKK) 
coverage for workers in labor-inten-
sive industries.

The fifth area addresses the grow-
ing demand for Electric Vehicles (EVs) 
and hybrid vehicles. For EVs, the 
Government will provide a 10 percent 
VAT subsidy for completely knocked-
down (CKD) EVs and a 15 percent 
luxury goods sales tax (PPnBM) sub-
sidy for imported, completely built-up 
(CBU) EVs. Additionally, the Govern-
ment will waive import duties on CBU 
EVs. For hybrid vehicles, the Govern-
ment will offer a 3 percent PPnBM 
subsidy.

This comprehensive policy package 

“cheap” vote-buying regions becoming 
disturbingly common.

For candidates, vote-buying is 
seen as an investment. Securing a 
governor’s seat can imply expendi-
tures of hundreds of billions of Rupi-
ah in campaign expenditures, while a 
mayoral or regency campaign costs 
tens of billions. Once elected, leaders 
often prioritize recovering their cam-
paign expenses and generating profits 
for future campaigns. This cycle inev-
itably perpetuates corruption within 
local government administration.

The corrupt practices tied to Pilka-
da are no secret. Tales of corruption 
involving regional officials (from vil-
lage to regional officials) have long 
been topics of public discourse. Data 
confirms this ugly reality. In 2013, the 
Ministry of Home Affairs revealed that 
around 70 percent of regional leaders, 
or at least 291 in total, were implicat-
ed in corruption cases. As of 2024, 
the Corruption Eradication Commis-
sion (KPK) has handled 618 corrup-
tion cases involving local govern-
ments, with 167 regional heads 
implicated.

These historical facts have failed to 
deter corrupted regional officials, with 
unethical practices rising as an unde-
niable reality for individuals within 
the central bureaucracy, regional gov-
ernments, and even village adminis-
trations as the core corruptors.

demonstrates the Government’s com-
mitment to balancing economic 
growth with public welfare. Address-
ing the needs of households, workers, 
MSMEs, and key industries will en-
sure a smoother transition, as the 
Government implements the VAT 
hike. These measures are designed to 
provide much-needed relief and sup-
port across various sectors, fostering 
a more resilient economy in the face 
of challenges. Stay tuned for further 
updates as these measures take ef-
fect in 2025!

According to Kompas.com (Febru-
ary 21, 2022), the terms CBU (“Com-
pletely Built-Up”) and CKD (“Com-
pletely Knocked Down”) refer to motor 
vehicles’ import statuses. CBU vehi-
cles arrive fully assembled from the 
manufacturing country, while CKD 
vehicles are imported as complete 
components to be assembled in the 
importing country.

The sixth area is the housing sec-
tor, where the Government offers a 
IDR 2 billion VAT subsidy to encour-
age home purchases. Buyers pur-
chasing homes priced up to IDR 5 
billion will receive a VAT subsidy for 
the first IDR 2 billion of the property 
value, with the remaining IDR 3 bil-
lion will be taxed without a subsidy. 
The VAT discount is set at 100 per-
cent for January–June 2025 and 50 
percent for July–December 2025, to 
attract potential buyers.

From an economic perspective, 
Indonesia is adopting a mixed fiscal 
policy, combining expansionary and 
restrictive measures. On the one 
hand, the Government aims to stim-
ulate demand and boost economic 
activity within a suffering middle 
class. On the other hand, it seeks to 
reduce the fiscal deficit and increase 
state revenue by raising the VAT rate 
to 12 percent. These measures are 
discretionary fiscal policy, one which 
involves deliberate changes to govern-
ment revenue and spending to stabi-
lize the economy (Gwartney et al., 
2022).

Gwartney et al. (2022) also ex-
plained that discretionary fiscal poli-
cies do not yield immediate results to 
a country’s macroeconomy but rather 
may take 6–12 months to exert signif-

The public is forced to face a dis-
couraging reality, sometimes one be-
yond comprehension. Some of the 
(accepted and declared) eligible can-
didates of the 2024 direct regional 
elections (Pilkada) have in fact previ-
ously involved in corruption cases. As 
a result, reducing corruption within 
regional government administration 
seems increasingly challenging.

In November 2024, the Indonesia 
Corruption Watch (ICW) linked 138 
candidates to corruption cases, in-
cluding candidates for governor and 
deputy governor, mayor and deputy 
mayor, as well as regent and deputy 
regent. Of the 138 mentioned, there 
are former suspects, convicts and 
those whose names surfaced in trials.

These facts imply that no specific 
benefit or added value for local com-
munity interests derive from direct 
elections. The public has concluded 
that direct elections fail to provide 
significant benefits for the local pop-
ulation’s essential needs and inter-
ests. Not even public service quality 
has shown improvement.

Despite the central government 
allocating IDR 2,300 trillion to region-
al budgets over the last three years, 
poverty rates remain high, stunting is 
largely unaddressed, and school 
dropout rates persist.

Should the current mode of cor-
rupted direct elections with unethical 

icant results – a delay known as “im-
pact lag”.

For example, the 10 percent VAT 
subsidy for CKD electric vehicles 
(EVs), which will commence on Janu-
ary 1, 2025, may yield noticeable re-
sults by mid-2025. The delay is 
caused by several factors, including 
the lack of EV infrastructure (affecting 
the middle class to switch modes of 
transport), the relatively high cost of 
subsidized EVs, consumer needs and 
preferences, and limited public aware-
ness of the VAT incentive.

Another factor influencing the ef-
fectiveness of fiscal policies is public 
expectations, which can be explained 
by two anticipated hypotheses: adap-
tive and rational expectations. An 
adaptive expectation assumes peo-
ple’s future decisions are based on 
past experiences, meaning their re-
sponse to policy changes may take 
time. Meanwhile, rational expecta-
tions adopt the idea that decisions are 
informed by all available data, includ-
ing how to anticipate economic dis-
ruptions. For instance, if people ex-
pect future uncertainties, they will 
save more than they spend, which will 
not immediately show an impact of 
fiscal stimulus or the VAT rise.

A simple question surfaces: What 
steps should the Government take to 
ensure that fiscal policies benefit the 
public sooner? Firstly, both central 
and regional governments must en-
sure that stimulus packages are dis-
tributed transparently and efficiently, 
with accountable and real-time data 
tracking to prevent mismanagement 
(leakage) and ensure the stimulus 
reaches the intended recipients. Sec-
ondly, both central and regional gov-
ernments must campaign about the 
stimulus packages clearly and widely, 
for the public to better understand the 
short-, medium-, and long-term ben-
efits of these measures. Lastly, a 
structured approach to monitoring 
and evaluating policy implementation 
is critical to identify challenges and 
achieve the desired results.

By addressing these challenges, 
President Prabowo’s administration 
expects to build a more resilient econ-
omy, aligning with the Asta Cita vision 
toward 2045 Golden Indonesia.

practices and public deception be al-
lowed to continue? The corrupt and 
unethical current practices of Pilkada 
manipulate the public, as candidates 
engage in money politics. This is 
clearly an enemy of democracy.

Reforming this system is no longer 
optional but essential. For the sake of 
Indonesia’s future generations, the 
nation must not shy away from ad-
dressing these issues, without com-
promise. The time has come to re-
think and correct the course of direct 
elections.
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