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A. Problem

Globally, the Official Development Assistance (ODA) fellby 9% in 2024, and is expected to
further drop in the upcoming years.' In Indonesia, the termination of USAID has led to
limited medicine supplies, disrupted service delivery—especially in rural areas, mass
layoffs of local staff, and halted knowledge sharing for the tuberculosis elimination
program.? This is apparent during the transition phase, where the fiscal capacity and
service delivery in the affected region is still trying to recover from the lack of funds and
service that was previously carried out by foreign aid funded programs. Additionally,
Indonesia also faces a growing population, with people aged 15-29 account to 23.47% of
the total population,® and this number will eventually lead to demographic shift towards an
aging population.* With the declining ODA and the rising needs for demographic specific
healthcare, it needs a health financing system that can maintain a stable domestic
financing base for health.

B. Local Philanthropy to Support System Resilience

In Indonesia, the health system is mainly funded by a health budget managed by the
government,® where in 2024 the health financing from the public scheme amounts to
58,5%.° When ODA declines, governments need to allocate a larger share of the state
budget to health, for example from increasing tax generation, or cutting other sectors'
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budgets.” However, without financing reform and coupled with the nation's competing
priorities, declining ODA could mean increasing out-of-pocket spending from reduced
service delivery previously carried out by NGOs.?
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Figure 1. Health Financing Diagram
(Source: Author, elaborated from WHO? and Center for High Impact Philanthropy')

From the diagram, it is clear that local philanthropy can not replace the core health system
financing. Additionally, funding from non-public schemes such as from donors and
philanthropy only accounts for a small proportion of the overall health budget, once again
emphasizing that health system financing mostly comes from public schemes. On the
other hand, local philanthropy could play a crucial role in filling the gaps to support system
resilience, especially when government resources are inadequate and families are too
poor to pay out-of-pocket." In this situation, local philanthropy has the potential to
support the health system, where health is among the most prioritized programs by
Indonesian philanthropy organization, which ranked in the third position after economic
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empowerment and education. Indonesian philanthropy support for SDGs #3 Good Health
and Well-beingis also the highest, which amounts to 124,6 billion rupiahs.™

1. Why Local Philanthropy Matters

As stated in the previous section, when ODA declines, governments need to make
some fiscal adjustments. However, this would increase the risk of exclusion, especially
for unemployed, informal workers, and marginalized groups. Some exclusions result
from the unavailability of health services previously provided through aid-funded
programs, coupled with lack of insurance coverage. Beside that, declining ODA could
also be seen as an opportunity for countries to start reducing dependencies on
international donors.

With its recognition as the world’s most generous country, Indonesia stands as an
inspiring example of how a developing nation can integrate social traditions with
modernization to foster sustainable generosity, while also demonstrating the vital role
of philanthropy in supporting social development amid economic challenges and
dynamic social change.” Additionally, local philanthropic organizations offer key
advantages for development programs, including strong community ties, faster
response times, and close alignment with domestic priorities.

2. Local Philanthropy Initiatives

In Indonesia, philanthropic actions are rooted in the country. With its gotong royong™
spirit, Indonesia was ranked as the world’s most generous country in 2024 as well as the
seven previous consecutive years.” As many as nine in 10 Indonesians donated money
to charity, and more than sixin 10 volunteered their time.' This is also reflected inrecent
large-scale donation initiatives by the civils nationwide responding to flooding, an
ecological disaster that is exacerbated by climate crisis, in Aceh, North Sumatra, and
West Sumatra.”
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Institutionally, the Law No. 16 of 2001 on Foundations'®, drove the development of
philanthropic organizations to be more innovative, diverse, and well-structured.”
Additionally, corporates are now mandatory to allocate funds for corporate social
responsibility (CSR).>° Some of the major philanthropy organizations are faith-based
organizations and company foundations, where they have a strong grassroot
connection, making it beneficial to design well-targeted programs. This shows a
promising outlook for local philanthropy as a complementary and catalytic approach
for health programs amid ongoing financial challenges.

Some of the documented initiatives in this study are:

a. Covering the Gapsin Medical Coverage
Kitabisa, an online crowdfunding platform leverages its grassroots connections and
knowledge management to support people in several major cities in Indonesiawho
are not yet covered by the national health insurance, helping them access health
services without relying on out-of-pocket payments. The support includes a
logistic fee to access bigger hospitals, medication, and death benefit. Another
example comes from Visi Maha Karya, where they help disabled personin procuring
prosthetics that are not covered by the government due to administrational
constraints, such as zone-based aid distribution.?

b. DisasterRelief
Individuals and organizations are very quick to respond to disasters, technological
advancement also blurs the geographical barrier to gather aid. Recently, donation
campaigns to help flood victims in Aceh, North Sumatra, and West Sumatra are
pooled through various online donation platforms, including Dompet Dhuafa, where
the donations are distributed as basic food packages, hygiene products, maternal
and child products, clean water and sanitation facilities, and health care.?? To further
illustrate the scale of individual support for disaster relief, a social media influencer
launched a fundraising campaign for the flood victims through a crowdfunding
platform and raised more than 10 billion rupiahs within a single day.*
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c. Primary Health Care Strengthening
A CSR program supports the Ministry of Health on primary health care strengthening
efforts, specifically in areas where the company operates. Some of the initiatives
include procurement of medical devices, organizing free health checkups,
renovating the community health center, and providing certified training for the
community health workers. In defining its CSR activities, the company aligned it with
the Ministry of Health’s priorities through annual coordination, positioningitsrole as
acatalyst.*

d. Coordination with Local Government to Support Local Health Needs
There are some philanthropy organizations and NGO that work together with local
governments to utilize their data in providing health support. In Gresik, East Java a
philanthropic organization and NGO work together and leverages data from the
local government to provide psychosocial support for low-income tuberculosis
patients and their families.?® Another organization works alongside with the local
government to identify areas with high stunting prevalence.?® Lastly, a company’s
CSRinitiative collaborates with the local health office to implement the program.?’

C. Local Philanthropy Needs to be Integrated to the Public System

To effectively leverage local philanthropy as a catalyst within the health system, it must be
integrated into the public system. Without such integration, philanthropic contributions
risk reproducing common challenges in public financial governance. However, integrating
philanthropy to the public systemis not without its existing challenges.

% |n-depthinterview with a company CSR unit representation, March 27,2025
2 Online questionnaire response from a think-tank, February 25, 2025
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Figure 2. Systemic Philanthropy Challenges
(Source: Author, elaborated from primary data)

Challenges surrounding efforts made by the philanthropy organizations to support the
health systems are systemically interrelated, and are rooted to one cause. Some of the
most apparent issues with local philanthropy include: (1) Programs are designed for
short-term periods, usually driven by the sudden nature of the cause such aslogistics
aid for disaster relief. Incontrast, donations forlong-term health system strengthening
such as capacity building for health workers are still overlooked; (2) Similar programs
are created by several organizations, such as stunting prevention programs that are not
designed through cross-sector organization. This is resulting in overlapping,
underutilization of greater resources, and funding rivalry between implementing
partners; (3) Organizational interests stem in philanthropy organizations that are
established by companies or families. For instance, CSR organizations tend to design
programs around areas where their companies operate. As a result, health programs
may not always align with national priorities, especially if CSR efforts are only seen to
check-off the mandatory obligations.

Those challenges are the effect of the lack of incentives for philanthropy organizations,
especially the tax reduction. Tax incentive policies for funders in the health sectorhave
the potential to increase donorinterest while also generating reciprocal benefits for the
state through enhanced financial support for health programs. For example, in
Singapore, every dollar donated to government-affiliated charitable foundations is



eligible for a tax deduction of up to SGD 2.50.?® So far, Indonesia does not have tax
incentives specifically targeted at the health sector, and the sectoris not perceived as a
priority to receive tax incentives by the government.? The currentincome taxincentives
for philanthropy include: (1) Limited Tax Deduction amounting to 5% of the previous tax
year’s net taxable income for donations to social infrastructure; (2) Full Tax Deduction
for disaster relief, research and development, educational facilities, and sports
development facilities, each channeled through the relevant authorized bodies; and (3)
Super Tax Deduction of up to 200% for human resource development activities
intended for work-based learning, apprenticeships, and educational programs aimed
at fostering and developing human resources based on specific competency
standards.*° !

These lack of incentives are rooted in outdated regulation for collection of money and
goods in Indonesia. Donation activity in Indonesia is regulated under the Law No. 9 of
1961 on the Collection of Money and Goods. This regulation is not adapted for today’s
philanthropy developments, such as risk management for streamlined online donations
that could impose cyber crime, a longerreporting system forlong-term programs, and
simplifying bureaucratic procedures for emergency situations such as natural disaster.
Besides hindering the effective collection and distribution of aid, this outdated
regulation also creates opportunities for misuse due to regulatory loopholes.*? There
have been discourses on revising the regulation, where it was included in the
2020-2024 National Legislative Program, however, the draft bill has remained stalled
to date.*
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2. Recommendations

From the challenges above, this paper highlights the importance of cross-sectoral
collaboration as the overarchingrecommendation.
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Figure 3. Interconnected Recommendations to Integrate Philanthropy to Public System
(Source: Author, elaborated from primary data)

The collaboration comprises of interconnected and mutually dependent approaches
to ensure that philanthropy is properly integrated to national health priorities. It
includes: (1) Resource and role mapping to document key actors across the funding
ecosystem such as, who holds financial resources, who requires funding, which actors
have implemented similar programs, who are the beneficiaries, who serves as
implementing partners, where funding is most needed. This approach helps ensure a
well-targeted funding, encourage more comprehensive interventions, reducing
program fragmentation and short-termism, and can be used to identify gaps for future
or related programs; (2) A unified, integrated, and accessible monitoring and
evaluation tools is needed to capture and document the impact of philanthropic
funding. Such tools can serve as learning instruments to support program scalability
and sustainability, help attract future funding, and provide multi-stakeholders with
evidence on health outcomes supported by philanthropy; (3) Shared outcomes,
particularly those aligned with national and regional priorities, should serve as a key
reference for philanthropy organizations when designing their programs. Local
philanthropy organizations could also benefit from referring to documents such as



National Health Account, Basic Health Research/Riskesdas, Indonesia Health
Survey/SKI, and National Health Master Plan/RIBK. This is pivotal to ensuring that local
philanthropic efforts contribute meaningfully to national health priorities; and (4) A
transparent, conflict-of-interest-free multistakeholder forum is needed to regularly
discuss domestic resource mobilization for health financing in alignment with national
priorities. Such a forum would also help prevent fragmentation and support the broader
goal of strengthening cross-sectoral collaboration. Together, these efforts should be
supported by the revision of the law for collection of money and goods, and
comprehensive taxincentives forlocal philanthropy.

D. Conclusion

Declining ODA could risk anincrease in out-of-pocket spending, and fiscal adjustments by
the government that would create exclusions to unemployed, informal workers, and
marginalized groups. Indonesia can leverage its local philanthropy potentials to
complement the public scheme of health financing, positioningits role as catalyst. To date,
local philanthropy initiatives have provided substantial support, such as covering medical
coverage outside the social health insurance, disaster relief, primary health care
strengthening, and collaborating with local governments to address local health problems.
However, the challenges to ensure that philanthropy support are aligned with national
priorities is systemic, itisrooted in outdated regulation, coupled with lack of tax incentives,
that eventually create common problems such as overlapping programs, short-term
programs, organizational conflict of interest, and seeing it merely to check-off the
mandatory CSR obligation. Recommendations to these challenges are also
interconnected, it stems in cross-sectoral collaboration, which include (1) Resource and
role mapping; (2) Monitoring and evaluation tools; (3) Shared outcomes; and (4)
Multistakeholder forum. It is also imperative that support from local philanthropy, a
non-public funding scheme needs regulation and incentives that are beneficial for both
parties.



