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When G2P programs are digitized one-by-one, it is harder to push for necessary improvements across the payments ecosystem.
When multiple G2P flows are viewed together, it supports economies of scale and brings more actors and funds to the table to push for change.

These economies of scale can ensure that G2P modernization has a broader impact, as it drives changes such as build-out of payments infrastructure in rural
and underserved areas.
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Engagement in Indonesia




Timeline on digitizing G2P payments

Team: FCI, SPJ, CGAP, DD

e
X
Q
e
c
(o}
O

Inter-ministerial

Next Stage Support Areas

*TA to prepare/implement reforms

o . Ministry of Planning (BAPPENAS) MoP includes G2P 4.0 vision *TA to define roadmap
coordination w/ legal basis . ) £ . /out tivit
Presidential regulations wants to improve into 2020-2024 or regions w/out connectivity
. for digital G2P payments payment mechanism mid-term development plans
Dialogue
2016 | 2019 2020 2021 2024
2017 | |
WB TA for f _ Assessment  Roadmap Development Roadmap Implementation
2nd National StWB TA ) or assessmg. Prog-ra.n.15 WB TA to assess and support idi lock i | |
Financial Inclusion * phase implementation  fully digitized authorities as they developed Building Bloc Pilot Regulatory Scale-up
Strategy 6M benef. w/ Himbara (15M benef) their roadmap concept Reforms
G2P digitization bank accts \_ /)
prioritized e

G2Px TA complements several lending operations

supporting this agenda

Financial Sector Reform DPL series - US$ 600m
Emergency COVID-19 DPL - US$ 300m
Social Assistance Reform Program PforR — US $600m

G2Px TA to support modern G2P architecture

Beneficiary choice- Design, development, and pilot of the
central mapper

Interoperability — Concept for interoperability developed; pilot
planned for 2021.

Surveys - Beneficiary survey to provide quantitative evidence
on recipients' preference and readiness for PSP choice.
Communication strategy - Communication strategy to
accompany choice. Introduction; pilot planned in 2021.




Origins
* NFIS developed in 2016 under FISF TA which prioritized G2P digitization
* Presidential regulation in 2017 formalized inter-ministerial coordination
* UNSGSA visit 2018 focuses on G2P payments
* CGAP appointed
* VP buy in, TNP2K assigned to research
« WBG significant assets of relevance to G2P payments
* SPJ working on social protection with MOSA & BAPPENAS
* FCl working on payments and DFS with Bl & OJK
* ID4D working on ID with Home Affairs and ID authority
* CGAP experience of G2P payments reform Bangladesh



Internal alignment - bringing capabilities of each into play
* Cross GP team created (FCI, SPJ, CGAP, ID4D)
* Concept note sets WBG terms of engagement
* G2P Payments integrated into the FCI Indonesia PASA
* Contracted PWC for As-is assessment
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Government engagement — engagmg the right partner

* Key elements to engaging planning ministry
* WBG relationships with Gov’t stakeholders
* Successful pitch to senior BAPPENAS official

* G2P reform integrated into mid term development plan =2
political commitment, KPIs set & budget allocated

* As-is assessment underpins engagement by creating a
snapshot of the G2P ecosystem
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Example as-is assessment

" We identified three key findings in user experience, distribution and
infrastructure of the selected G2P programs
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Substantial gaps to ideal user
experience in the G2P
payment system

Recipients have neither option to
select a provider nor flexibility to
switch payvment providers.

Single pavment instrument has
limited use cases beyond obtaining the
benefits.

Cash transfer recipients rarely use
cash out agents.

Limited use of the transaction
account by recipients.

Current digital solutions do not apply
equally well to all segment of
recipients, e.g. remote, disabled
recipients.

Current PIN authorization has
significant problems for some recipients.
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Inadequate distribution of Lack of robustness and strong
G2P payment interlinks between supporting
infrastructure
In certain area, number of cash out @ Not all recipients have NIK.
options are limited and recipient i
could incur significant additional Notall LR _have ElﬂlEF NIK
— as a unique identifier or verified
. their recipient identity with
In certain areas, number of in-kind SIAK™.
agents is very limited, while there are
other in-kind agents that is eurrently not No centralized beneficiary
being used. account repository.
There is no offline digital option Different payvment flows for
implemented. different programs exists.
Current G2P business model does not The ID, beneficiary information,
provide enough incentive for agents and pavment system are not fully
to provide cash out services. interlinked.
Current G2P business model is not Onboarding process takes long
finanecially sustainable for payment Fin
service providers.
i . Telecommunication
Not ﬁa]] card pa_yl}‘:]'llt Enslrmnen‘;j infrastructure limiting digital
configuration is fully interoperable. e
@ Lack of a robust fund flow
o N monitoring. 4
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Example as-is assessment

" Detailed Process Map: Program Keluarga Harapan

Recipient Registration

Benefit Distribution & Access

1. Target PKH locations
baszed on data by DT-
PPFM1

Ministry

s>

2 \erify data and

propose location
based on

Ministry’s target

3. Inform Provincial
Govermnment fo
prepare proposed
location(s)

Central Govemment

4 Inform Regency/

Municipality on their

proposed status to
receive PKH

Provincial

3. Prepare and
send proposal
outlining the
location’s readiness
to support PKH

Local Government

Regency /
Municipality

Distributing

Bank / Post

Recipients

o

B. Verify and confirm

location selection and

potential recipient list
based or1 proposal

k J

7. Set up technical
team for PKH at local
level

Socialization &
Account Opening

9. Update and
— finalize recipient
list

B. Update and
verify recipient
—» DPB database
and send back to

Ministry

¥

10. Create
account in
accordance final
recipient list

10.A Provide

= document for data
wverification

; 11. Transfer fund
to institution

11_A Verify recipient's
data and distribute
Kariu Keluarga

Sejahtera
F L
12. Transfer fund to
recipients through:

* Post Office (Cash)
= Bank Transfer
(Non-cash)

12.A Receive Kartu T
Keluarga Sejahfera

13.
Receive
PEH Fund

14.4.
Withdraw
at Bank
Branch

14.B.
Withdraw
at Bank
ATM

14.C.

Withdraw
at Bank

Agent

14 E.
Withdraw
at BPNT
Agent
F 3
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Example as-is assessment

Nationwide transaction clearing mechanisms are managed and settled under

Bank Indonesia

Bank Indonesia
TSA' (BI) FR— > BIG-eB?

| 4

BI-RTGS®

BCA Member Bank
(Settlement Bank) (Settlement Bank)

! !

Rintis (Switch) Alto (Switch) Artajasa (Switch)
) & A
] ] ]
I 1 1
Banks
t 4 t
Non-bank e- ] Badan Perkreditan
Money . Rakyat (BPR)
1
T _______ LKD and Laku T

Source: Bank Indonesia, Indonesia Govemment Payments Landscape Study 2017
G2P Payment Digitization
PwC

Link {Himbara)

| Pandai Agents !
A
S J --------- “

Switching
Company

—————p Cleanng or settlement flows
----- =¥ Reporiing or information flows

"Treasury Single Account

*Bank Indonesia Government Electronic Banking
3Sentralisasi Otomasi Sistem Akunting Bank Indonesia
“Sistem Kliring Masional Bank Indonesia

“Bank Indonesia Real Time Gross Settlement

SBank Indonesia Scripless Securities Settlement System
"Sistem Pembendaharaan dan Anggaran Megara

EDT-PFM: Data Terpadu Program Penanganan Fakir Miskin

65
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Scenario development — transforming insights into a vision

 Scenario developed with Gov't input during series of meetings
* Engaging intensively with working level & technical people

* Interest in other country experiences

* Scenario delivered and adopted

* BAPPENAS presents scenario as its own
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Example scenario

This vision is in line with Gol priorities

PERPRES 63/2017

Envisages a more efficient social
distribution system that

more effectively improves the
livelihoods of the beneficiaries
and ultimately better enhances
their financial inclusion

&

6T

Gol’s guiding principles for delivering
efficient social assistance services

Based on “the 6Ts” according to Perpres
63/2017 on Non-Cash Social Assistance
Distribution:

* T1 “Right target”

* T2 “Right amount”

* T3 “Right timing”

* T4 “Right quality”

* T5 “Right governance”

* T6 “Right cost”

RPIMN 2020-24

Basis for all ministries and agencies
in formulating their Strategic Plans

Digitization and integration of social
assistance and subsidies to improve
accountability and transparency

Promotion of financial inclusion through
improving the financial literacy of recipients



Example scenario

New architecture | G2P 4.0
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Social assistance distribution
through utilization of
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Payment system interoperability
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program management by
different stakeholders
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Availability of access points
[ATM, Agent, Bank Branch),
dependent on
interoperability, in sufficient
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Cards
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Server Beneficiaries
based
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Combination of
various payment
instruments for
Various programs
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Example scenario

1. Recipients can choose any account into which to
receive benefits

WHAT wey  Wkw

=7 Q {2

Policy actions: Open up G2P to all

* Establish the right of the recipient to * Recipients are best placed to (i.e. banks and non-banks).
choose into which account to receive choose the provider that suits them. * Control Team for the Implementation of
their payments. + Widen competition. Non-Cash Social Assistance Distribution:

« Support the ability of recipients to « Encourages PSPs to improve Hex:rise Perfres 53::"2[']1?. Intn::duce an
exercise choice, this includes them coverage and raise service quality. artl.cl'e on establlsl:llr"lg the right af. the
knowing the choices available and o _ recipient to choose” in the regulation
how to exercise their preference. * HEF'P'E”t choice empowers and and revising on e.g article 1 point 5 to

B - y . builds trust. expand choice of provider beyond

Expand the types of providers that HIMBARA bank.

can offer accounts, from HIMBARA
banks only to include also other
banks and non-banks.

* MoF: Revise Regulation
254/PMK.05/2015 on Social Assistance
Expenditure at Ministries/Agencies.
Expand the choice of providers by
revising on e.g. Article 1 point 13
beyond bank/post distribution. 18



Hand off & support — operationalizing the scenario
» Bappenas breaks series of key s
decision meetings into 9 sessions it o 5
* Begins convening workshops with o, Vi, 7
Government stakeholders
* WBG in supporting role



G2P 4.0 Key Components

Introduce
beneficiary choice

Decentralize
Account Onboarding
*incl. E-KYC

2
EriI. -

Improve Financial
Literacy for SA
Program

ik

Leverage & integrate existing
infrastructure

Enhance channels’
interoperability Introduce transparent

Develop Expand Benefit

Central Mapper Distribution Method

e o o : :' . .:: :.::':
Promote
interoperability

Improve Monitoring

& Evaluation
incentive structure

>
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Principles and Key Decisions

Principle Key Decision
e Provision of the right to choose
Modification to Account Onboarding
Process
e Development of Central Mapper

Enable right to choose for Expand choices of account and Expand choices of payment
beneficiaries PSPs instrument & access points

Decentralize account opening

process Provide E-KYC option

. . Determine structure &
Develop design and function

governance
Modification to Benefits Distribution Determine 0|:.>erat|onal bank Expand f)ptlons of fund transfer
account provider(s) mechanism
Modification to Benefit Utilization Optimize Interoperability
(cash benefit) Scheme
Modification to Benefit Utilization i g ili
o . Adjust design of benefit Optimize of interoperability
(in-kind benefit) scheme

Adjust incentive scheme

e Optimization of Incentives

Improving Financial Literacy in Social

. e at Develop socialization and
Adjust socialization Modules P

Assistance Program financial literacy programs
Monitoring and Evaluation Scheme Ad’usm.‘ent of Monitoring &
Evaluation Scheme
o 00 O 00 9000 0000000000000 000000000000000° 0000 000 o O o o0 [ X 21 o © ]



Where we are now and what happens next

* Pilot - Nov-Dec 2021
* Regulatory changes - 2022 (process started in 2021)

* Roll out - by 2024
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Lesson learned

* Combine and bring all WBG capabilities to the table

* Leverage existing relationships

* Find the right Government partner

* Link to government priorities — help counterparts tell the story

* Project ownership should transfer to Government over time
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