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1. Introduction

Economic activity is integral to the functioning of any nation, serving
as the primary foundation for achieving societal progress and prosperity.
Governments, as central bodies of authority, play a pivotal role in guiding
economic stability, resource allocation, and growth. In Indonesia, the
government’s economic responsibilities are both complex and dynamic,
encompassing public services, income distribution, and the sustained
performance of growth indicators. Effective economic management is thus
essential for fostering broad-based societal welfare.

Among the government’s essential functions in maintaining economic
stability are fiscal and monetary policies. Fiscal policy involves
modifications to tax systems or public spending aimed at achieving
economic management goals (Pranika et al., 2023). Fiscal policy, including
taxation and government expenditure, seeks to ensure macroeconomic
stability, drive economic growth, and promote equitable income
distribution. Operationally, the Ministry of Finance implements fiscal
policy through the state budget (APBN) (Kementerian Keuangan., 2023),
drawing revenue from taxation and other legal sources (Rahma & Nurbaiti,
2021). Fiscal policy is critical to fostering inclusive welfare by addressing
issues such as unemployment, inflation, and income inequality.

Complementing fiscal policy, monetary policy —administered by the
central bank—regulates the money supply to achieve price stability,
support economic growth, and optimize employment levels. In Indonesia,
monetary policy uses instruments such as interest rates, open market
operations, reserve requirements, and lending facilities to manage inflation,
stimulate growth, and stabilize the currency (Handoko et al., 2023;
Turmudi, 2019). Effective monetary policy promotes stable economic
conditions, accelerates growth, and enhances quality of life by creating jobs
and encouraging investment. Coordinated fiscal and monetary strategies
are essential to achieving healthy economic growth and stable prices.

Despite their multiplier effects, fiscal and monetary policies in
Indonesia face several challenges. Key fiscal policy challenges include: (i)
persistent budget deficits, which raise national debt and limit fiscal space
for expansionary policies; (ii) unstable tax revenues, often due to
dependence on volatile sectors like oil and gas; (iii) inefficiencies in
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government spending; and (iv) increasing social spending pressures due to
public demand for healthcare, education, and infrastructure. These factors
present the government with a dilemma between maintaining fiscal
stability and meeting public needs.

Monetary policy challenges in Indonesia include: (i) fluctuating
inflation, often driven by food and energy prices; (ii) commodity price
sensitivity due to the economy’s reliance on agriculture; (iii) exchange rate
vulnerability to global economic shifts; (iv) systemic risk from the growth
of financial technology (Fintech); (v) limited credit access, particularly for
SMEs; and (vi) the impact of global monetary policy changes on foreign
capital flows and exchange rates.

Given these challenges, it is crucial to examine the implementation and
reality of Indonesia's fiscal and monetary policies and their effects on
economic performance. While fiscal and monetary policies can complement
each other, they may also conflict depending on economic conditions. This
paper aims to explore the realities of Indonesia’s fiscal and monetary
policies and their influence on the nation’s economic performance. By
examining the alignment and challenges of these policies, this study
contributes to the theoretical discourse on fiscal and monetary policy
dilemmas and their optimal role in economic management. Coordinated
fiscal and monetary policies are essential to achieving sustainable and
desired economic growth in Indonesia.

2. Literature Review

Fiscal Policy in Indonesia

Fiscal policy is a critical instrument for managing national economic
stability, promoting growth, and achieving equitable income distribution.
Fiscal policy in Indonesia involves government actions on taxation, public
spending, and state revenue management, with the primary objectives of
fostering economic stability, addressing income inequality, and financing
essential government expenditures. In the Indonesian context, fiscal policy
has evolved to focus on recovery and resilience, particularly in response to
global economic shocks and domestic structural needs (Handayani & Huda,
2023). The government prioritizes taxation reforms and expenditure
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efficiency to enhance revenue generation and optimize resource allocation
for sustainable development (Humairah, 2023).

Fiscal policy challenges in Indonesia are multifaceted, including
persistent budget deficits, fluctuating tax revenues tied to volatile sectors
like oil and gas, and increased social spending demands (Muchlis &
Wahyudi, 2023). In recent years, Indonesia’s fiscal policy has shifted toward
an expansionary stance to support economic recovery post-COVID-19,
incorporating measures such as targeted subsidies, tax incentives, and
social spending initiatives to stimulate domestic demand and protect
vulnerable populations (Irawan et al., 2023). This strategy has reinforced the
role of fiscal policy in reducing economic disparities and driving inclusive
growth.

Monetary Policy and Economic Stability

The central bank’s monetary policy aims to control inflation, stabilize
currency, and support economic growth through tools like interest rates
and reserve requirements (Handoko et al., 2023). Effective monetary policy
enhances macroeconomic stability, creating favorable conditions for
investment and growth. In Indonesia, monetary policy has adapted to both
domestic challenges and global shifts, particularly in response to pressures
on the rupiah and inflation volatility due to commodity prices and energy
costs (Putri & Nasution, 2022). The Bank Indonesia (BI) has implemented
both expansionary and consolidation policies, such as lowering interest
rates to stimulate growth while gradually normalizing rates to control
inflation (Dwihapsari et al., 2021).

Challenges in implementing effective monetary policy include currency
vulnerability to global market dynamics, limited credit access for small and
medium enterprises (SMEs), and potential systemic risks from the rise of
financial technology (Fintech) (Hadi, 2017). Moreover, Bl's coordination
with fiscal authorities remains critical to align monetary strategies with
broader economic objectives, including job creation, price stability, and
economic growth resilience (Supangat, 2013). The interplay between fiscal
and monetary policies can either amplify or counteract economic outcomes,
highlighting the importance of strategic policy coordination.
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Coordination of Fiscal and Monetary Policies

Coordinating fiscal and monetary policies is essential for achieving
comprehensive economic goals, especially in an environment marked by
external economic fluctuations and domestic structural adjustments.
Studies highlight the importance of synchronizing these policies to support
both immediate and long-term objectives, such as growth, employment,
and inflation control (Aini, 2019). Fiscal and monetary coordination is
particularly relevant during economic downturns, where synchronized
policy actions can help stabilize the economy and accelerate recovery.
Research suggests that balanced fiscal spending, combined with
appropriate monetary interventions, can mitigate inflationary pressures
while boosting aggregate demand (Rahma & Nurbaiti, 2021; Handayani &
Huda, 2023).

In Indonesia, challenges such as inflation volatility and external capital
flow sensitivity necessitate robust policy frameworks that integrate fiscal
and monetary actions (Haksanggulawan et al.,, 2023). Effective policy
coordination has been shown to foster economic resilience, reduce
unemployment, and ensure balanced growth, particularly in emerging
economies like Indonesia’s (Irawan et al., 2023). As Indonesia continues to
face structural and external challenges, strategic policy alignment remains
a priority to ensure sustainable economic performance (Dwihapsari et al.,
2021).

3. Methodology

This study aims to examine the characteristics and practical
implications of fiscal and monetary policies on Indonesia's economic
direction and performance. To address this objective, a literature review
approach is employed, supported by a descriptive analysis model. This
methodology involves collecting and synthesizing data from textual
sources, including books, academic journals, and other relevant references,
to explore the realities of Indonesia's fiscal and monetary policies.

Data Collection and Sources

The primary focus of this study is the analysis of fiscal and monetary
policies as reflected in Indonesia's State Budget (APBN) from 2019 to 2023.
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Data were obtained from the official APBN data portal, managed by the
Directorate General responsible for APBN formulation. The study also
incorporates supplementary data from government publications, reports,
and economic literature to provide a comprehensive perspective on fiscal
and monetary policy trends in Indonesia.

Data Analysis

The study employs descriptive analysis to interpret and present data in
the form of synthesized insights and contextual evaluations. Through this
approach, the study compares theoretical perspectives on fiscal and
monetary policy with empirical data, identifying patterns and implications
of policy implementation. By integrating multiple sources, the analysis
captures the dynamic relationship between policy design and economic
outcomes, offering a nuanced view of how fiscal and monetary strategies
influence Indonesia's economic performance.

This methodology provides a structured foundation for assessing
Indonesia's fiscal and monetary policy realities, enabling an exploration of
policy challenges and their broader economic impacts.

4. Results

The findings indicate that fiscal and monetary policies in Indonesia
have been strategically aligned to manage economic stability, sustain
growth, and promote equitable welfare distribution. During the 2019-2023
period, fiscal policy focused on optimizing productivity and resilience
through the state budget (APBN). Key fiscal strategies included managing
inflation and purchasing power, sustaining economic recovery momentum,
and prioritizing essential government expenditures. These measures
contributed to fiscal resilience by establishing financial buffers and
implementing consolidative policies to support long-term fiscal health.

Economic Indicators

Throughout the period, Indonesia’s economic growth was largely
driven by domestic demand, illustrating a strong foundational resilience.
Key indicators of economic strength included the economy’s ability to
withstand global fluctuations, an increase in household purchasing power,
growth in the real sector supported by domestic demand, and an uptick in
job creation, which contributed to poverty reduction. Additionally, robust



Suci DIANA WULANSARI, BUNGA AYUFI RACHMANIYAH, KRISNA RESWARA, RENNY
OKTAVIA. THE IMPACT OF FISCAL AND MONETARY POLICIES ON INDONESIA’S ECONOMIC
PERFORMANCE: A CRITICAL ANALYSIS 145

domestic demand attracted investment, further bolstering economic
performance.

Fiscal Trends

The APBN data from 2019 to 2023 show consistent increases in state
revenue, though spending continued to exceed revenue, resulting in a
persistent budget deficit. The government actively managed this through
budget financing strategies, reflecting a commitment to reducing the deficit
over time while maintaining necessary expenditures.

Implications of Fiscal and Monetary Policies

Despite fiscal and monetary coordination, challenges such as
suboptimal tax revenue and high public spending have continued to
influence policy outcomes. Fiscal and monetary measures during this
period sought to balance immediate economic stimulus needs with the
long-term goal of sustainable fiscal health. Monetary policy, through Bank
Indonesia, applied expansionary measures to support recovery, followed
by gradual consolidation to mitigate inflation and maintain price stability
as economic conditions improved.

5. Discussion

The coordination of fiscal and monetary policies in Indonesia has
proven essential for stabilizing the national economy amid fluctuating
global conditions and structural challenges. During the 2019-2023 period,
these policies aimed to enhance productivity, support recovery, and foster
inclusive growth. Fiscal policy, through strategic management of the state
budget (APBN), demonstrated a clear commitment to economic resilience.
The government’s focus on budget optimization, inflation control, and
maintaining public spending during economic uncertainties underscored
fiscal policy's critical role in buffering economic shocks.

Fiscal Policy’s Impact on Economic Resilience and Growth

The findings indicate that Indonesia’s fiscal policy was instrumental in
sustaining domestic demand and increasing household purchasing power.
This demand-driven growth contributed to economic resilience, allowing
Indonesia to remain relatively insulated from global volatility. Previous
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studies have demonstrated that consistent fiscal support for essential
sectors like infrastructure and social programs can stimulate both short-
term and long-term economic benefits (Handayani & Huda, 2023). The
observed increase in domestic demand aligns with literature highlighting
fiscal policy’s role in strengthening the real sector, which in turn supports
GDP growth, job creation, and poverty reduction.

Despite these gains, fiscal policy faced constraints, such as persistent
budget deficits and suboptimal tax revenues, that pose challenges for
achieving fiscal balance. Addressing these issues may require more robust
taxation reforms and expenditure efficiency measures to ensure that fiscal
support remains sustainable. The balance between fostering growth
through expansionary spending and managing deficits is particularly
relevant in developing economies, where long-term growth often depends
on consistent fiscal stability (Muchlis & Wahyudi, 2023).

Monetary Policy’s Role in Economic Stability

Bank Indonesia’s monetary policy complemented fiscal efforts by
providing the necessary liquidity and interest rate adjustments to support
economic recovery. Expansionary measures, such as interest rate cuts, were
effective in stimulating investment and consumption. As the economy
showed signs of recovery, the bank’s gradual shift to consolidation played
a key role in controlling inflation and stabilizing the currency. Research
underscores the importance of this balanced approach, as premature
tightening can hinder growth, while prolonged expansionary policies risk
inflationary pressures (Dwihapsari et al., 2021).

One significant challenge for monetary policy is managing inflation in
a context where external factors, like energy prices and global monetary
policies, impact domestic stability. Additionally, currency vulnerability and
limited credit access, particularly for small and medium-sized enterprises
(SMEs), highlight areas where monetary policy coordination with fiscal
initiatives could be further strengthened to promote financial inclusion and
support the productive sectors (Putri & Nasution, 2022).

The Need for Enhanced Policy Coordination

The results suggest that achieving sustainable economic growth in
Indonesia requires enhanced synchronization between fiscal and monetary
policies. Effective coordination can mitigate fiscal and monetary policy
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conflicts, which are common when balancing short-term economic
stimulation with long-term stability. For example, while fiscal policy aims
to expand public spending to drive growth, monetary policy often
prioritizes price stability, requiring careful timing and alignment to avoid
undermining each other’s effects (Anwar, 2014).

This study highlights that targeted policy alignment can maximize the
impact of each policy tool, achieving broader macroeconomic objectives
such as inclusive growth, stable prices, and balanced budgets. Enhanced
policy coordination is especially critical for navigating external economic
fluctuations, as it strengthens Indonesia’s resilience to global shocks and
ensures that fiscal and monetary strategies align with sustainable
development goals.

6. Conclusion

This study examined the roles and interactions of fiscal and monetary
policies in supporting Indonesia’s economic stability, growth, and
resilience from 2019 to 2023. The findings demonstrate that Indonesia’s
fiscal policy, through strategic budget management and targeted public
spending, has been essential in fostering economic resilience, particularly
by supporting domestic demand and enhancing purchasing power. These
efforts have contributed to Indonesia’s ability to withstand global economic
fluctuations while promoting sustainable growth.

Monetary policy, implemented by Bank Indonesia, effectively
complemented fiscal measures through expansionary adjustments to
stimulate investment and consumption. As the economy showed recovery,
a gradual shift toward consolidation helped stabilize inflation and the
currency, underscoring the importance of timing in monetary policy
adjustments to balance growth with price stability.

The study underscores the critical need for enhanced coordination
between fiscal and monetary policies to achieve cohesive economic
outcomes. By aligning fiscal expansion with controlled monetary
tightening, Indonesia can better address challenges such as budget deficits
and inflationary pressures, thus supporting long-term sustainable
development. Future research should focus on exploring specific
mechanisms for improved fiscal and monetary policy coordination, with a
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view toward strengthening economic resilience against both domestic and

global challenges.

Daftar Pustaka

Aini, 1. (2019). Kebijakan fiskal dalam ekonomi Islam. Al-Qisthu: Jurnal
Kajian llmu-Ilmu Hukum, 17(2), 43-50.

https:/ /doi.org/10.32694 /010760

Anwar, K. (2014). Analisis dampak defisit anggaran terhadap ekonomi
makro Indonesia (Tahun 1993-2007). Jejaring Administrasi Publik, 6(2),
588-603.

Dwihapsari, R., Kurniaputri, M. R., & Huda, N. (2021). Analisis efektivitas
kebijakan moneter dalam perspektif konvensional dan syariah
terhadap inflasi di Indonesia tahun 2013-2020. Jurnal Ilmiah Ekonomi
Islam, 7(2). https:/ /doi.org/10.29040/jiei.v7i2.2368

Hadi, S. S. (2017). Kebijakan moneter dan pengaruhnya terhadap
perekonomian Indonesia secara global. Jurnal Moneter, IV(1), 91-98.

Haksanggulawan, A., Hajar, 1., & Putera, A. (2023). Neraca neraca. Jurnal
Ekonomi, Manajemen Dan Akuntansi Sekolah Tinggi Ilmu Ekonomi Enam-
Enam Kendari, 1(2), 401-407.
https:/ /doi.org/10.572349 / neraca.v1i2.163 %0Ahttps:/ /jurnal kolibi.
org/index.php/neraca/article/view /163

Handayani, T., & Huda, N. (2023). Relevansi kebijakan fiskal Umar bin
Khattab dengan APBN Indonesia 2023. Jurnal Ilmiah Ekonomi Islam,
9(02), 2759-2772. https:/ /www jurnal.stie-
aas.ac.id/index.php/jei/article/view /8824

Humairah, F. (2023). Kebijakan fiskal dalam Islam sebagai solusi
ketidakadilan distribusi. Jurnal Ilmiah Basis Ekonomi dan Bisnis, 1-13.
https:/ /journal.ar-raniry.ac.id/index.php/JIBES/ article/ view /2519

Kementerian Keuangan. (2023). Informasi APBN 2023: Peningkatan
produktivitas untuk transformasi ekonomi yang inklusif dan
berkelanjutan. Media Kementerian Keuangan, 1-23.
https:/ /media.kemenkeu.go.id/ getmedia/6439fa59-b28e-412d-adf5-
e02fdd9e7f68 / Informasi-APBN-TA-2023.pdf?ext=.pdf

Muchlis, B. A., & Wahyudi, A. (2023). Kebijakan fiskal dan anggaran dalam
ekonomi Islam. Jurnal Masharif Al-Syariah: Jurnal Ekonomi dan
Perbankan Syariah, 8(4), 779-799. https:/ /journal.um-
surabaya.ac.id/Mas/article/view /20721

Putri, I. A.,, & Nasution, E. O. A. (2022). Kebijakan moneter dan
implikasinya terhadap pembangunan ekonomi dalam perspektif
ekonomi Islam. Studia Economica: Jurnal Ekonomi Islam, 8(1), 166.
https:/ /doi.org/10.30821/se.v8i1.13778


https://doi.org/10.32694/010760
https://doi.org/10.29040/jiei.v7i2.2368
https://doi.org/10.572349/neraca.v1i2.163%0Ahttps:/jurnal.kolibi.org/index.php/neraca/article/view/163
https://doi.org/10.572349/neraca.v1i2.163%0Ahttps:/jurnal.kolibi.org/index.php/neraca/article/view/163
https://www.jurnal.stie-aas.ac.id/index.php/jei/article/view/8824
https://www.jurnal.stie-aas.ac.id/index.php/jei/article/view/8824
https://journal.ar-raniry.ac.id/index.php/JIBES/article/view/2519
https://media.kemenkeu.go.id/getmedia/6439fa59-b28e-412d-adf5-e02fdd9e7f68/Informasi-APBN-TA-2023.pdf?ext=.pdf
https://media.kemenkeu.go.id/getmedia/6439fa59-b28e-412d-adf5-e02fdd9e7f68/Informasi-APBN-TA-2023.pdf?ext=.pdf
https://journal.um-surabaya.ac.id/Mas/article/view/20721
https://journal.um-surabaya.ac.id/Mas/article/view/20721
https://doi.org/10.30821/se.v8i1.13778

Suci DIANA WULANSARI, BUNGA AYUFI RACHMANIYAH, KRISNA RESWARA, RENNY
OKTAVIA.THE IMPACT OF FISCAL AND MONETARY POLICIES ON INDONESIA’S ECONOMIC
PERFORMANCE: A CRITICAL ANALYSIS 149

Supangat, S. (2013). Kebijakan fiskal negara Indonesia dalam perspektif
ekonomi Islam. Economica: Jurnal Ekonomi Islam, 4(2), 91-106.
https:/ /doi.org/10.21580/economica.2013.4.2.781


https://doi.org/10.21580/economica.2013.4.2.781

