The Indonesia Financial Group (IFG)
International Conference 2022
Insurance and Pension Fund:
Transiting into Digital and Green Economy Ecosystem
Keynote Speech
Kartika Wirjoatmodjo
Vice Minister of SOEs
30 May 2022

Compared to Banks and other sectors in the financial
industry, the Insurance Industry is still underdeveloped…
…but the future is promising. The industries presently have a total combined asset of still
less than 15% of GDP in Indonesia.
Financial Sector Assets for some Advanced and Emerging Economies
(% of GDP, as of 2020)
Country
India
Indonesia
Malaysia
Philippines
Singapore
South Korea
Thailand
Brazil
United States

Banks
92,0
59,5
206,0
100,6
769,9
97,1
144,9
145,9
94,1

Capital Market
Insurance Pension Funds
Capitalization
(c)
(b)
(a)

99,0
45,2
121,4
88,6
191,9
122,4
102,8
69,0
194,5

10,7
8,5
22,3
10,8
86,8
50,6
29,4
14,6*
35,9

7,2
2,7
61,42*
3,5**
85,1
13,3
12,7
15,0
95,8

Indonesia - Insurance Company Assets
To GDP (%)

GDP per
Capita (a)
1961,3
3911,7
11637,4
2980,0
56349,0
28361,2
6094,4
10672,2
53749,0

Sources:
(a) CEIC
(b) OECD, "Pension Funds in Figures 2018, 2019 dan 2020" for Singapore, South Korea, and United States; India (EPFO);
Indonesia (JP & JHT); Malaysia (EPF); Thailand (SSF); and Brazil (Regime Geral da previdencia Social).
(c) Insurance Regulatory and Development Authority of India (IRDAI); Otoritas Jasa Keuangan (OJK); Bank Negara
Malaysia; Insurance Commission Philippines; Monetary Authority of Singapore; CEIC (for South Korea, Thailand, and
Brazil), The National Association of Insurance Commissioners,
and CEIC for Nominal GDP.
*using FY 2019
*World Bank, "Global Financial Development 2017"

Source: World Bank

Indonesia Financial Sector Assets
2015

5%

6%
12%

17%

80%

75%

Banks

2021

3%

3%

Insurance

Pension Funds

Financing Institutions

2

Indonesia still has low level of penetration and density of
Insurance, compared to ASEAN-5 Countries….
…with total premium income still dominated by only 1-3 types of products (e.g. unit link in life;
property, vehicle in general) shows the society's / corporate awareness of insurance is still low
Industry Players:
USD/Person

Life Insurance
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GI & Reinsurance
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Compared to ASEAN-5 countries, penetration and density of
insurance Indonesia is still relatively lower (penetration 3,18%,
density USD 125/ persons.
This condition shows that society’s awareness to insurance
products is still low.
With the huge number of populations, and biggest GDP in ASEAN,
Indonesia still has a huge potential of untapped market.
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Life Insurance dominated by JV Co & International player.
Mainly focused on Investment Linked Products (Unitlink)
General Insurance & reinsurance market is highly
fragmented with 80 players, larger players are domestically
owned, no single player dominates.
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Life Insurance
Source: OJK, AAUI, AAJI, BPS.

84
Players

Total Asset 2021

28,6% Property
19,3% Motor Vehicle
15,3% Credit

General Insurance and Reinsurance
Total Premium Income 2021
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Recent cases both impacted SOEs and Private Co, should
be treated as a “wake-up call” for all stakeholders…
…with the pandemic and geopolitical turbulence, those issues have taken on even greater urgency (1)

Challenge 1: Headwinds on revenue growth
Three structural factors are challenging industry growth:
1. Persistent low interest rates, which pressure spread-based
businesses such as life insurance;
2. Pricing pressures driven by fee transparency, digital attackers, and
lower-cost options—pressures that in some markets are aggravated
by price comparison websites;
3. Organic demand that is growing only slowly in mature markets.
Challenge 2: An ongoing ‘fight for the customer
2015

More than 40 percent of insurtechs are focused on the marketing and
distribution segments of the insurance value chain, enabling them to
solve customer pain points through a digitally enhanced client
experience that could pose a competitive threat to incumbents.
Source: McKinsey & Company, 2022
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Challenges for the industry coming from multiple areas:
from digital-based competitors to economies of scale
With the pandemic and geopolitical turbulence, those issues have taken on even greater urgency (2)

Challenge 3: A value shift toward intermediaries.
Over the past five to ten years, brokers have emerged as the clear
winners of the industry, with both public and private investors
recognizing their position of strength in the insurance value chain.

Challenge 4: Elusive economies of scale
Many segments of the insurance industry have been seeking scale in
recent years.
Challenge 5: Limited productivity improvement
2015
Though many insurers have undertaken cost savings programs, the
aggregate results have not been fruitful. Industry-wide, productivity
improvements have been limited.

Source: McKinsey & Company, 2022
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Despite all the challenges, all insurance stakeholders need
to think about an urgent and broadly transformational task

Regain relevance through product
innovation and coverage of new risks.
Enhance and personalize customer
engagement and experience.
Make environmental, social, and governance
(ESG) considerations a core feature of the
business model.
Engage with ecosystems and insurtechs.

Develop new businesses for the digital age.

Scale impact from data and analytics.
Modernize core technology platforms.
Address the productivity imperative.
Reimagine culture, diversity, and ways of
working to attract and retain talent.

All the transformational tasks can only be executed with a good synergy
between the industry’s regulator and player
Source: McKinsey & Company, 2022
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We have introduced 5 strategic priorities as our principles
to reform & transform SOEs, which all of them are
relevant to insurance industry
Restructuring business
models through ecosystem
development,
cooperation, consideration
of stakeholder needs, and
focus on core businesses

C

B
Business Model
Innovation

Technology Leadership

A

Increasing economic
value and social impact

Economic and
Social Values for
Indonesia

E
Talent
Development

Educating and training
workforce, developing
qualified human capital,
professionalizing
governance and HR
selection systems

D
Investment
Acceleration

Leading globally in
strategic technology and
institutionalizing digital
capabilities such as data
management, advanced
analytics, big data,
artificial intelligence, and
others.

Optimizing asset value and
building a healthy
investment ecosystem
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To accelerate and strengthen the competitiveness of the insurance
sector, we have established an insurance holding company: IFG

Financial and Capital Market
Arms

Life & Health
Insurance

General and Social Insurance

2015

Source: Ministry of SOEs
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Through the establishment of IFG, we believe insurance ecosystem
in the SOE Groups will become large, agile and competitive.
Optimizing the synergy of
BUMN insurance and
guarantees

Improving national financial
stability and inclusion
•
•
•

•
•
•
•

Together in strengthening Program Mari Berasuransi
with regulators and associations
Investment function with allocation to the national
strategic sector
Financial inclusion with a wider distribution channel

Strengthening national
competitiveness in the
insurance sector
• Forming independent insurance and guarantee SOEs
• Strengthening through capital management strategy
related to additional capital and dividend allocation
• Improvement of service standards, HR competence
and professionalism

Source: Ministry of SOEs

Nation’s Aspiration:
To become a large, agile,
and competitive
insurance company

Reducing the cannibalization factor and pricing war
Integrated product development and marketing
Operational efficiency with shared services
Utilization of big data for market penetration and
integrated insurance ecosystem

Strengthening
investment function and
liquidity management
• One-stop investment pooling system and integrated
ALM and investment standards
• Improved the credibility and integrity of SOEs in the
group
• Bargaining power increase

Thank You

