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ABSTRACT

The report on estimating a living income for coffee farmers in Aceh, Indonesia, was com-
missioned by the International Coffee Organization (ICO), under the aegis of its larger work
with the Ministry of Agriculture, the Ministry of Trade, Indonesia Coffee and Cocoa Research
Institute (ICCRI) and Sustainable Coffee Platform of Indonesia (SCOPI). Indonesia is the
fourth largest producer and exporter of coffee in the world. Aceh was selected as the tar-
get research area because the province is the third largest producer among provinces in
Indonesia and it was also prioritized as a target area for research by both the Government
and the other main stakeholders. The living income is defined as - an income required by
a household -in this case for a family of 4 (2 adults and 2 children)- to attain a decent
standard of living. The estimation process utilized the Anker Methodology®, and determined
the basic costs of the necessary items required for decent living, i.e., food for a nutritious
and balanced diet, healthy and safe housing, non-food-non-housing (NFNH) items, and
contingency expenses. The findings of the report suggest an estimate of living income, for
households living in the two regencies of Bener Meriah and Aceh Tengah in Aceh province,
of IDR 5,362,819 (USD 337) per month (IDR 64,353,828 or USD 4,044 per year) for the refer-
ence family size. The Living Income was found to be more than double the family income
at the Aceh province poverty line and the World Bank poverty line for a lower middle-in-
come country and 20% higher than the World Bank poverty line for an upper middle-income
country. However, it is estimated to be 1% lower than gross income before payroll deductions
that a typical size family of 4 with 1.565 full-time workers would earn at rural Aceh province's
mMinimum wage.
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BACKGROUND AND INTRODUCTION

Coffee is one of the most imbibed beverages globally, enjoyed by millions each day.
However, behind every delicious cup lies a complex production chain that spans the globe,
largely supported by smallholder farmers. As one of the most valuable and widely traded
tropical crops, coffee is vital to the livelihoods of around 125 million people'. According to
the Fairtrade Foundation, over 25 million smallholder producers contribute up to 80% of the
world’'s coffee supply. Despite their critical role, many of these farmers struggle to earn a

sustainable income from the coffee they produce.

Figure 1. Major coffee producing areas in Indonesia, 2023 (thousand hectares)
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Source: BPS, 2024. Indonesia Coffee Statistics 2023, Volume 8.

Indonesia is the fourth largest coffee-producing country in the world, after Brazil, Viet-
nam, and Colombia? producing around 720,000 metric tons of coffee and contributing
7.1% of the world’s coffee production in 2022/23. Of the total coffee production volume in
Indonesia, 88.6% comes from Robusta beans and 11.4% from the Arabica variety, which are
grown mainly in Aceh and North Sumatra. In Indonesia, small producers play a crucial role,

1 https://www.fairtrade.org.uk/farmers-and-workers/coffee/
2 https://worldpopulationreview.com/country-rankings/coffee-producing-countries.
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accounting for 98% of all coffee farms, covering a total area of 1,265,961 hectares (Statistics
of Estate Crops Volume |1 2022 — 2024, Ministry of Agriculture). There are several regions in
Indonesia that are famous for their coffee plantations such as, Sumatra, Java, Sulawes;,
Flores, Bali, and Papua, with each having their own coffee characteristics. The map below
shows three main coffee producing areas in Indonesia in 2022.

Aceh province, located in the northernmost part of Sumatra, is Indonesia’s third-largest
coffee producer. It is the home for Aceh (Gayo) Arabica coffee which is widely recognized in
national and global markets. The province has over 114 thousand hectares of coffee farms,
with up to 100,000 hectares located in the Gayo Highlands, which encompass three districts:
Aceh Tengah, Bener Meriah, and Gayo Lues.

Figure 2. Indonesian coffee production by province in 2023
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Source: BPS, 2024. Indonesia Coffee Statistics 2023, Volume 8.

1. LIVING INCOME ESTIMATE

This Living Income (LI) study employs the Anker Methodology® (AM), developed by Richard
and Martha Anker, which is widely recognized as the gold standard for estimating living
wages (LW) and living incomes (LI). To date, the application of the Anker Methodology® has
produced over 100 internationally comparable LW and LI estimates in a number of sectors in
developing countries. The major objective of the AM is to estimate the cost of decent stan-
dard of living for workers and producers/farmers and their families.

Living Income denotes a “decent” remuneration that enables the self-employed, such as
farmers, a net income (i.e, sales revenue minus production costs and statutory deductions)
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that provides a decent standard of living for themselves and their families. According to the
Living Income Community of Practice, Living Income is defined as:

| “The net annual income required for a household in a particular place
to afford a decent standard of living for all members of that household.

Elements of a decent standard of living include food, water, housing,
education, healthcare, transport, clothing, and other essential needs
including provision for unexpected events.” |

The Anker Methodology® estimates living income for a basic but decent standard of living
guided by international standards, through which people can access the basic necessi-
ties of life. The necessities and minimum standards have been specified by governments
and different international organizations such as the World Health Organization (WHO), the
International Labour Organization (ILO), the Food and Agriculture Organization (FAO), the
United Nations Habitat Programme, and are grounded in the different articles of the Univer-
sal Declaration of Human Rights (Anker and Anker, 2017) and in the United Nations Covenant
on Economic, Social and Cultural Rights.

The Anker Methodology® does not measure prevailing income received by farmers, but in-
stead it estimates the value or cost of a decent standard of living to access the necessities
with no lower than the minimum standard. The estimated cost of a decent standard of living
provides information on incomes that constitutes benchmark earnings of farmers to meet
the decency standards criterion. The cost of a decent standard of living (i.e,, ‘living income’)
can subsequently be compared with other welfare measures (e.g. prevailing income level,
minimum wage level, poverty line) to assess gaps that impede the realization of a desired
state of existence.

Bener Meriah and Aceh Tengah Districts were selected as the study areas for the living in-
come study on coffee farming communities in Aceh given their pre-eminence as centers
of coffee production in the province. The research team consulted master trainers (MTs)
of the Sustainable Coffee Platform Indonesia (SCOPI) as well as Bener Meriah and Aceh
Tengah districts’ Plantation and Husbandry Offices to determine target sub-districts for the
study. Two main coffee producing sub-districts were selected in each district. In total, four
sub-districts were purposively selected: Kebayakan and Jagong Jeget sub-districts of Aceh
Tengah and Bukit and Permata sub-districts of Bener Meriah as primary data collection
sites to represent diverse characteristics of coffee farmers in the area. This was done to en-
sure the presence of maximum variability within primary data.

3 https://www.living-income.com/the-concept
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Living Income for Aceh Tengah and Bener Meriah Districts of Aceh Province was determined
to be IDR 5,362,819 (USD 337) per month* for the reference household size of a farming
family.

1.1 Field work and data source

This research was conducted in rural Aceh Tengah and Bener Meriah Districts. The research
employed a mixed-method approach, including:

a. Desk review of secondary data

Desk review of secondary data was conducted on data and publications of the Indone-
sian Statistics Bureau (BPS) to determine household reference size, to assess housing
characteristics, to calculate non-food and non-housing (NFNH) costs, and to calculate
the number of full-time equivalent workers per family.

The household reference size was calculated based on the total fertility rate, under
five children’s mortality rate, and the distribution of households by size in the 2022 So-
cio-Economic Survey (Survei Sosial Ekonomi Nasional — SUSENAS) and 2010 census for
Aceh Province and Aceh Tengahand Bener Meriah Districts. The estimation of NFNH costs
was based on March 2022 SUSENAS data.

In addition to the National Statistics Bureau data and publications, the research team
also reviewed national and international standards for housing and publications on cof-
fee production and producers in Bener Meriah and Aceh Tengah Districts, and in Aceh
Province. Detailed lists of reviewed documents are provided in the References section at
the end of this report.

b. Focus group discussions

Eight separate focus group discussions (FGDs) were conducted with male and female
coffee farmers in both studied districts to discuss family size, dietary patterns, housing
conditions and access to utilities, and health care and education access and costs.

c. Key informant interviews

The survey team interviewed: community health center personnel and private clinic staff
to get information on health services and costs; school principals and teachers to get
information on access to education, quality, and costs; Aceh Tengah and Bener Meriah
districts’ Plantation and Husbandry Office and agriculture extension personnel to get in-
formation on coffee farming in both districts in the Gayo Highland of Aceh; Sub-district
Health Facilities (Puskesmas-Community Health Center) and schools to assess their fa-

4 Based on average exchange rate for January—September 2024 of USD 1 = IDR 15,913. This value is only for expositional pur-
poses, because exchange rates are volatile.
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cilities and services; Aceh Tengah and Bener Meriah districts’ Public Work and Housing
Offices, local builders and suppliers of construction materials to gather information on
materials needed to build a typical house in Aceh Tengah and Bener Meriah districts
and the associated costs of construction; and local civil society activists for information
on the income generating potential of coffee farming and problems that needed to be
confronted.

In carrying out the ‘key informants’ interviews, the research team visited four community
health centers and one private clinic and interviewed five heads of community health
centers, and midwives/nurses (4 women, 1 man). The research team also visited ten
schools (1 pre-primary, 3 elementary schools, 3 junior high schools, 2 senior high schools,
and 1 vocational high school) and interviewed 15 school principals and teachers (10
women, 5 men).

Finally, the team visited and interviewed food sellers in local markets, kiosk owners, and
mobile food vendors to collect local food prices. For the collection of primary data on
food prices, the research team collected food prices in each sub-district, from a total of
12 market vendors, 8 kiosks and 8 mobile vendors.

Observation

Visits were undertaken to assess the state of coffee farmers’ houses in selected sub dis-
tricts and pictures were taken of those houses for reference. Salient observations were
made with regard to living space, number of rooms, and availability and standards of
necessary amenities such as latrines, kitchen facilities, materials used for the building
construction/structure, and condition of the building.

1.2 Data collection

Primary data collection process was carried out in two stages, as follows:

1.

Scoping Visit

A scoping visit was conducted prior to the main fieldwork data collection, with the aim to:
(i) discuss the planned research with local government offices and relevant stakehold-
ers and secure their support; (i) get information on living conditions and needs of coffee
farming families; and (iii) visit localities and houses where farming families live, places
where they shop for food, and places where they access health care and schooling of
their children to help guide the fieldwork. The scoping visit was conducted between 22
and 29 April 2024. It was during this period that the research team met with the head
of Plantation Office in Aceh Tengah and Bener Meriah Districts, conducted Focus Group
Discussions (FGDs) with coffee farmers, visited community health centers and educa-
tional institutions and interviewed their personnel, observed the coffee farmers’ houses
and visited markets, kiosks and mobile vendors.
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2. Field Data Collection

The research team was supported by four local enumerators during the field data collec-

The field data collection was conducted by: (i) visiting and interviewing food sellers in
the market, kiosk owners, and mobile food vendors to get information on local food pric-
es; and (ii) interviewing the District Public Work and Housing Office and local builders to
get information on building materials for typical houses and their costs. The team also
visited a number of healthcare facilities and schools and interviewed health care per-

sonnel and school officials.

The field data collection was conducted between 01 and 05 May 2024.

tion. The data collection techniques and participants are summarized in Table 1 below.

Table 1. Summary of data collection techniques and respondents

Data CoIIectlon

Household
consumptlon
diet pattern and
access to market

Observation and
interviews of
markets, kiosks, and
mobile vendors

60 participants

12 markets vendors,
8 kiosks, 8 mobile
vendors

Housing

FGD
Interviews

Houses Observation

Desk review of
national and
international
standards on housing

27 male participants

10 local builders, 3
district public work
and housing staff

Householc_:l access
to education

FGD
Interviews

Observation of school

60 participants

15 school principals
and teacher

6 schools

Household access
to health service

FGD
Interviews

Observation
of community
health center

60 participants

5 community health
centers’ personnel

4 community
health centers

Transportation
and other
important needs

FGD

60 participants

Separate FGDs
were organized
for men and
women in

each selected
subdistrict. One
FGD with 5-8
participants.
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2. CONTEXT

2.1 Coffee smallholders in Indonesia
In Indonesia, coffee production is predominantly managed by smallholders, known as perke-
bunan rakyat (smallholders’ plcmtations). In 2022, smallholders accounted for 98.45% of the
total coffee farms, while large state plantations (perkebunan besar negara) and large pri-

vate plantations (perkebunan besar swasta) together comprised less than 2%. (BPS, 2023).

Table 2. Changes in coffee farming based on farm ownership in Indonesia, 2019-2022 (in Ha)

Year Number of smallholder Number of large state Number of large private
coffee farms plantations plantations

2019 1,221,141 14,503 9,714
2020 1,227,191 13,841 9,420
2021 1,257,791 13,316 8,465
2022 1,246,352 11,585 7,993

Source: BPS, 2023. Indonesia Coffee statistic-2022, Vol 7.

Over the past two decades (2013-2022), there has been a reduction in cultivable area de-
voted to Robusta coffee and the most recent statistics imply that the share is now 71.65% of
the total coffee area. Arabica coffee (essentially located in Aceh and North Sumatra) has
become increasingly attractive to farmers due to its higher prices in both local and interna-
tional markets. The figure below illustrates the changes in the total farm area dedicated to
Robusta and Arabica coffee over the last ten years.

Figure 3. Changes of Indonesian coffee cultivation area for Robusta and Arabica coffee, 2001-2022

(Ha) Share of Coffee Cultivation Areas
1.000.000 —
1.000.000
1.000.000 —
800.000
600.000 <
400.000 <
200.000 —
0
5883888889%&‘9399.’29?—’8??
- *
S 8 2 2 2 R 8 8 { R QAR IR R & ¥
N o
N
- Robusta Arabica

Source: Indonesian Coffee Outlook, 2022. (Kementerian Pertanian, 2022).
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2.2 Smallholder coffee farmers in Gayo Highland
Arabica coffee is mostly grown in Aceh, Sumatra Utara, Sulawesi Selatan and Jawa Barat
Provinces.® The area devoted to its production in the different provinces is presented in
Figure 4 below.

Figure 4. Average arabica coffee production by province in Indonesia, 2018-2022

South
Sulawesi

West

North
Java Sumatra
18.12%
Other
provinces
32.02% Aceh

Source: Indonesian Coffee Outlook, 2022. (Kementerian Pertanian, 2022)

As noted from the figure, Aceh?® is the leading region for Arabica coffee production in Indo-
nesia. Here, Arabica beans are primarily grown in the Gayo Highlands, which includes the
three districts of Aceh Tengah, Bener Meriah, and Gayo Lues.

5 The English translation of these terms is such: Utara = North; Selatan = South; Barat = West; and Tengah = Central.

6 Acehis natural resource rich, yet among the poorest provinces in Indonesia. The province experienced more than 30 years
of armed conflict, driven by a guerilla movement fighting for independence from Indonesia. Following a lengthy and chal-
lenging process which involved international mediotor(s();, and the 2004 Tsunami which affected and killed over a hundred
thousand people in Aceh province, the peace agreement was signed between the Government of Indonesia with the Aceh
Movement Group (GAM-Gerakan Aceh Merdeka) on August 20, 2005. As part of the peace agreement, Aceh received a special
autonomy status as stipulated in the Law Number 11/2006 on the Government of Aceh (Undang-Undang Pemerintahan Aceh/
UUPA). Under the Law, Aceh has some specific reservations including to implement sharia laws. The province is also entitled to
a greater share of revenue from its natural resource extraction.
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Figure 5. Map of the study areas
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In Gayo Highland, the total farm size and number of smallholder farmer’s households in
each district is presented in the table below:

Table 3. Total smallholder coffee farmer households and farm size in each district in Aceh

District Number of Total fam size of
smallholder households Arabica coffee (Ha)

Aceh Tengah 38,003 48,891
2 Bener Meriah 32,100 46,273
3 Gayo Lues 7,334 5,028
Total 100,192

Source: Statistik Perkebunan Kopi Aceh, 2020.
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ESTIMATING LIVING INCOME

3. ESTIMATING FOOD COSTS

3.1 Standards for adequate food and nutrition

General principles of model diet

To establish our model diet for estimating food costs in the coffee farming areas of Aceh
Tengah and Bener Meriah districts, we used the following general principles:

1.

Nutritional Adequacy: The diet meets the WHO standard, ensuring not only sufficient
calories but also appropriate amounts of proteins, fats, carbohydrates, and fruits and
vegetables. This ensures that farmers and their families have the energy needed for pro-
ductivity and overall health.

Cost-Effectiveness: The diet is designed to be relatively low-cost while still meeting nu-
tritional standards. It includes affordable, palatable foods that reflect the cost-conscious
nature of farmers.

Balanced Protein Intake: The diet aims for a relatively low percentage of calories from
proteins, as proteins are more expensive. However, it ensures that protein intake meets
the minimum requirements set by WHO/FAO.

Local Relevance: The diet considers local food preferences, availability, and costs. This
means that while the diet is cost-conscious, it may include certain food items that are
not the cheapest but are preferred locally.

3.2 Model diet

The following methodology was employed in creating our model diet.

The model diet we used contains 2,353 calories per person per day. This was determined
by using Schofield equations that are widely used to estimate calorie needs based on
age, sex, average height, and activity level (WHO/FAO 2003).” We used the following in-
formation to determine the amount of calories required: (i) average height of adults in
Indonesig; (i) typical healthy body mass index (BMI) of 21; (iii) size and composition of the
reference family (i.e, 2 adults and 2 children); and (iv) assumption that one adult per-
forms vigorous physical activity in farming activities, while the other adult and children

7 The values for average height of adult men and women used in the Schofield equations were obtained from Wikipedia and
World Population Review data.
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are characterized by moderate physical activity levels. Additionally, in this model we try
to ensure that daily proteins intake should be between 12 to 14% of total macronutrients
as recommended by the Anker Methodology® for upper middle-income countries.

« Second, a preliminary ‘model diet’ was developed in a three-step process.

o Instep ], information was obtained from the 2023 SUSENAS survey on food and nu-
trition. In the case of Aceh Tengah and Bener Meriah Districts, information on edible
grams of different foodstuffs were also obtained. This diet was then adjusted so
that it contains the required number of calories indicated above by adjusting the
quantity of each food item in the model diet by the ratio of calories required to the
number of calories in the SUSENAS specified diet.

o In step 2, our Model Diet was made nutritionally acceptable in terms of macronu-
trients composition (proteins, fats, carbohydrates), number of grams of vegetables
and fruits, number of grams of sugar, and number of grams of oils.

o In step 3, our Model Diet was adjusted so that it was relatively low-cost for such a
diet. Throughout this process in steps 2 and 3, the model diet was constructed by
keeping in mind the traditional and cultural proclivities of the population at large.
These were established in the focus group discussions with coffee farmers.

« The total calories and protein in this model diet are reasonably consistent with Indone-
sian government definition for energy sufficiency for Indonesian people, as regulated
in the Minister of Health Regulation No.28/2019. The regulation defines that the average
energy sufficiency of Indonesian people is 2,100 calories.

3.3 Selected food items for model diet
The main food items included in the model diet for this study are summarized as follows:

Cereals

Rice is the staple food in every household, consumed three times a day by farming families.
In open markets, rice is typically sold in sealed branded packages of 5 kg or 10 kg. These
packages contain local rice produced in both districts and other neighboring districts within
the province. Additionally, non-branded local rice is available in markets and kiosks, where
it can be purchased in any quantity. Instant noodles and white flour-based foods are also a
significant source of cereal, though they are consumed less frequently than rice.

Fish and Meat (Proteins)

Fish is the preferred source of animal protein in the area, with both freshwater and sea fish
being common. Among freshwater varieties, tilapia (ikan mujahir) is especially popular and
readily available, with local lakes providing both wild and cultivated options. For sea fish, the
supply largely comes from nearby coastal districts like Bireuen and Lhokseumawe, mak-
ing it relatively expensive. Additionally, dried salted fish is widely consumed and sold in the
markets, kiosks, and by mobile vendors throughout the region. It helps that Aceh and North
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Sumatra are the centers of dried fish production and supply the comestible to other parts
of the country. This might also explain the lower cost of dried fish in Aceh compared to other
regions.

Chicken consumption is infrequent; the participants in focus group discussions revealed
that it is typically consumed only once every two months or less. Beef is also rarely con-
sumed due to its high price, with families purchasing it only twice a year, i.e,, before Rama-
dan and during Eid al-Fitr celebrations. During Eid al-Adha, many households, especially
poorer ones, receive free meat from Qurbani (animal sacrifices) as part of the Eid al-Adha
celebrations.

Tubers
Among starchy food items, sweet potato is commonly consumed as it is relatively cheap
and also grown in surrounding yards for some families.

Legumes, lentils, beans and pulses
In this category, tempeh and tofu are generally to be found in the diet and are consumed
daily. They are affordable sources of protein and can substitute expensive meats.

Green leafy vegetables
Consumption of green leafy vegetables is also commmon, and they are usually included in
the daily diet. Among these, cabbage and mustard green are the preferred choices.

Other vegetables: The usually consumed other vegetables are eggplant, chayote and long
green bean. The households in the study areas also consume copious amounts of toma-
toes, chilies, shallot, ginger and garlic. However, their inclusion is rightfully in the category of
spices.

Fruits

Papayas, bananas and avocados are included in our model diet as they are not only pre-
ferred but are also readily available and quite affordable. All these fruits are also commonly
grown by the farmers in their house yard or on their coffee farm. There are other fruits that
are also popular such as oranges and watermelon but given their relatively higher price are
not included in our model diet. However, given the supplement added to our diet for variety,
they may occasionally be purchased.

Eggs
Eggs are desired as a quality food and are a good source of proteins. Eggs are widely con-
sumed by farming households in the study areas.

Milk

Particularly for children in their growing phase, milk is needed to support their physical and
physiological growth. For this, only powder milk is available, and it is mainly sold in the su-
permarkets, local shops and pharmacies. Fresh milk is not available in the area. Thus, it is
rarely consumed by local population, including farming families.
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Beverages
Tea and coffee without milk but with sugar, are widely consumed.

Cooking oil
Palm oil is a commonly used cooking oil in the preparation of meals.

3.4 Estimating the cost of the model diet
3.4.1 Data collection approach for estimating the cost of the model diet

The food prices and thus food cost estimation was determined based on a series of data
collection and data analysis procedures, including:

1. Focus Group Discussions (FGD): FGDs were carried out with farming households in the
study area. The FGDs covered a wide range of topics, but for the purpose of develop-
ing a Model Diet the intent was to, among other, identify: (i) the food items commonly
consumed by farming households; and (ii) places where they normally purchase these
items from. Table 5-2 synthesized the results of FGDs on common food items and places
where the community purchase their food items from.

2. Collecting data on local food prices: After the identification of the essential food items,
data on food prices was collected through a survey conducted in two sub-districts of
Aceh Tengah (Kebayakan and Jagong Jeget) and two sub-districts of Bener Meriah
(Permata and Bukit). The survey was conducted in 2 permanent market (pasar) loca-
tions and 2 open markets that operate once or twice a week in each location (12 vendors,
3 from each market were surveyed). Additionally, the survey also canvassed 8 kiosks in
each sub-district and 8 mobile vendors (selling food items on motorcycles and vans)
moving between 2-4 villages in the area. For this survey, the research team employed
one local enumerator in each sub-district, supervised directly by the researchers.

It was noted that most families in the study areq, in the main, purchased food Items
from local markets. Here they shopped for food items which could stay for a few days or
a week. While for more perishable food items such as vegetables, they often purchased
them from kiosks in their village and from mobile vendors on daily basis. Refrigerator to
store food items is not a common household durable item in this area.

Given that markets do not operate daily in some locations and the distance to the mar-
kets, mobile vendors play a crucial role in providing farming families with daily essen-
tials. These vendors primarily sell perishable goods, such as vegetables, fish, tofu, tem-
peh, and fruits. Notably, their prices are higher compared to similar items sold in markets
or kiosks. This is understandable, as mobile vendors incur additional costs for motorbike
maintenance, fuel, and the time spent delivering goods from village to village. Addition-
ally, they often offer the convenience of pay later alternative. Kiosks, on the other hand,
also sell vegetables daily but focus on stocking items that have a longer shelf life, such
as toiletries, ready-made seasonings, salt, sugar, rice, noodles and eggs, etc.
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3. Analysis of food price data: The price data collected was analyzed to determine the
average price of each food item. The relatively inexpensive but acceptable quality of
each food item was selected to be included in our Model Diet that is consistent with local
food preferences, food availability and relative food prices while conforming to the prin-
ciples of a good nutritious diet.

4. Modeldiet and its cost. The cost of the model diet was then obtained by multiplying the
number of purchased grams of each food item in our model diet by the local price per
kilo of each food item.

Following the procedure explained above, we calculated the cost of the Model Diet by using
the prices of the selected food items with the quantities in the model diet. For this study,
the cost of our model diet is estimated to be IDR 23,475 per person per day as presented in
Table 5. The proportion of calories in our model diet is all within WHO recommended rang-
es at 13.3% from proteins, 1.5%. from fats and 65.1% from carbohydrates This is illustrated in
figure 6 below.

Figure 6. Distribution of macronutrients in model diet

B Carbohydrates
Proteins

Fats

3.4.2 Food sourcing

Based on the result of FGDs, we synthesized a common shopping pattern of farming house-
holds in the study areas as presented below:
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Table 4. Common farmers shopping patterns in the study areas

Super- Local Mobile Self-

Cereals and
grains

White rice
White Flour

~

v/

Prepared cereals

Roots and tubers
(starchy)

Instant Noodle
Potato
Sweet potato

Cassava

NN

~

Pulses, legumes,
beans

Milk

Tofu
Tempeh

Powder milk
for children

NN

NN SN A

Eggs

Meats & fish

Egg

Chicken
(oncein1-2
months)

Meat
(2-3 times
in a year)

Baby tuna
Tilapia (mujahir)

Salted fish
anchovy

Salted fish
Baby mackerel

Milk fish
(bandeng)

NN

Dark green leafy
vegetables (GLV)

Mustard (sawi)
Cabbage (kol)

Water spinach
(kangkung)

Chayote leaves
(pucuk labu)

Casava leave
(daun singkong)

A N N N N N N

DN N I U NN
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Super- Local Mobile Self-

Tomato (tomat)

Long bean
(kacang panjang)

~ N

Carrot (wortel)

Green bean
(buncis)

E lant
Other vegetables (tge?cl?ng)

~
AN YN

i
J
J
J
i

Chayote (buah Y
labu jipang)

Green/red chili
(cabe hijau/ i i J/

merah)

Cayenne pepper
(cabe rawit) v/ 4

Guava
Banana

) Avocado
Fruits

AN NN

Orange
Watermelon

Papaya

~

Cooking Oils Cooking oil

~

Sugar Sugar (white)

~

Nonalcoholic Tea
beverages Coffee

NANININISN SN AN K

Spices (garlic,

salt, coriander,

turmeric, ginger, 4 v
shallot, etc.)

~
~

Other
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Figure 7. People purchase wide variety of food and household items at local markets

Figure 8. Kiosks and mobile vendors in the study areas

To determine food prices, we calculated the average price for each food item using the
three price references described earlier. For certain food groups, we selected more afford-
able items to maintain the living income model diet at a relatively low cost, ensuring that the
balanced nutritional intake of farmers and their families was not compromised. However, in
cases where local food preferences were strong, we opted for preferred varieties instead of
lower-cost alternatives: This approach ensures that local food preferences are respected
while keeping the model diet’s cost low, accurately reflecting the prices that farmers and
their families normally pay for various foods.

Figure 9. Dried salted fish, fresh fish and chicken sold in the market
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A point to be mentioned is that some vegetables and fruits, generally consumed by farmers
and their families, are grown in the gardens surrounding their homes. For these self-pro-
duced items, we used market, mobile vendor, and kiosk prices. This approach reflects their
monetary values, with market prices serving as a reasonable estimate for the imputed cost
of the food items that families produce and consume themselves.

Figure 10. Some fruits and vegetables are grown in coffee farms surrounding the houses

3.4.3 Calculating food price

The cost of the model diet, providing 2,353 calories per person per day, based on the local

food prices collected, is presented in Table 5.

Table 5. Model diet and food cost (in IDR) per person per day using food prices observed in markets,
mobile vendors, and local kiosks in Aceh Tengah and Bener Meriah districts, may 2024

Food item Edible | Purchased | Cost per | Cost
grams grams kg (IDR) | (IDR)

Rice

(white medium) 364
Wheat flour 15
(white, all purpose)

Egg noodles

(dry enriched) 10
Sweet potato 41
Tempeh 40
Tofu 30

(regular)

364

56
40

30

13,942

11,333

27,976

7,542
16,082

12,456

5,069

170

392

426
643

374

Rice is the main staple
in Indonesia. It provides
53,8% of calories in

our model diet.

One packet for family
3 times per week.

Fermented soybean.



LIVING INCOME REPORT, RURAL AREAS OF ACEH HIGHLANDS, ACEH, INDONESIA | 19

Food item Edible | Purchased | Cost per Cost
grams grams kg (IDR) | (IDR)

%2 cup of liquid milk per

Milk (powdered) 92,000 1,028 day for children ages 2-5.
Chicken egg 25 29 32,806 937 4 eggs per week.
Choen(rolery 24 s e use Chokenieost
Tilapia 24 40 34,583 1,400

{EQE’ySt'ﬂﬁ{;’)Ck 24 40 26593 1076

Dried fish 24 24 33238 798 ;’r‘e’gﬁ\f\)’o‘t’;i"ﬁi’feirfgve
Cabbage 40 50 6,917 311 |nexpensive green
Mustard green 40 56 12,995 50 leafy vegetables.
Eggplant 40 49 12,183 541 |nexpensive other
Chayote 40 44 9,207 368 Vvegetables.

Long green beans 40 4] 14,827 674

Papaya 40 65 8,357 539

Banana 40 63 9,741 609 Inexpensive fruits.
?F;’c;’l'r‘;”g”‘)’” 34 34 16750 570

White sugar 30 30 19,217 577

Coffee 7 7 72,857 510 Robusta coffee.

Total cost of model diet excluding additional costs

indicated below IDR 19,023
:rotgl cost of model diet including additional costs IDR 23,475
indicated below

Percentage added for salt, spices, sauces, and 6.4%
condiments o
Percentage for spoilage & wast 4%
Percentage added for variety 13%

The cost per person per day of our model diet is IDR 23,475. This means that each family of
four requires IDR 2,856,125 (USD 179): for their food expenses per month. This figure is higher

8 Based on average exchange rate for January—September 2024 of USD 1 = IDR 15,913.
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than the average monthly household expenditure for food in rural Aceh Province accord-
ing to the SUSENAS i.e.: for 2022, IDR 633,566/person/month and 2023 IDR. 666,246/person/
month.®

4, HOUSING COSTS
4.1 Local healthy housing standard

Housing costs for estimating living income are estimated by either determining rent for an
acceptable standard of healthy housing plus utility costs (water, electricity, and cooking
fuel) or the user cost value of an owned house conforming to a specified local healthy hous-
ing standard in locations where there are not many rentals. Adequate housing is recognized
as part of the right to an adequate standard of living in the 1948 Universal Declaration of Hu-
man Rights and in the 1966 International Covenant on Economic, Social and Cultural Rights.
It is also recognized in the ILO Recommendation No. 115 concerning Workers’ Housing (1961),
World Health Organization Principles of Healthy Housing (1989), and UN-Habitat (2009, 2013).
Furthermore, Sustainable Development Goals (SDGs) also state in Goal 11 related to housing,
to “make cities and human settlements inclusive, safe, resilient and sustainable” globally
by 2023 with a specific target that “ensure(s) access for all to adequate, safe and afford-
able housing and basic services and upgrade slums” (United Nations, 2015). Some salient
aspects of standards covered in the different international instruments are presented in
Table 6.

Table 6. Housing standards principles in international conventions and recommendations

International ILO
Covenant on recommendation WHO health
Economic, Social No. 115 concerning housing
and Cultural Rights | workers’ housing

Standard

Safe water (a)

Sanitation/toilet &
sewage disposal / v v

. - Persons per room Persons
Sufficient living space v and/or floor area per room

Durable structure
(protection against i i i
elements) (b)

Good condition and
state of repair a0 v (f) v

Physical safety v i

9 BPS Aceh Province 2023, Household expenditure Aceh Province, Based on Susenas 2023.
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International ILO
Covenant on recommendation WHO health
Standard . . . .
Economic, Social No. 115 concerning housing
and Cultural Rights | workers’ housing

Adequate ventilation i i
Adequate lighting i i i
Safe food storage i i
Washing facilities vi vi v/
Separation from animals v vi
No site hazards (b, c) Drainage pollution Earthquake Many (d)
Refuse/solid waste
disposal v v v
Emergency services v v
Protection from elements v (e) v (f) v

Notes: (a) The UN-Habitat urban slum housing definition is not included in this table, because it includes only five elements:
‘inadequate access to safe water; inadequate access to sanitation and other infrastructure; poor structural quality of hous-
ing; overcrowding; insecure residential statuses in addition to security of tenure’. (b) Element included in UN-Habitat definition
of urban slum housing. (¢) According to UN-Habitat, the following locations should be considered as hazardous *housing in
geologically hazardous zones (landslide/earthquake and flood areas); housing on or under garbage mountains; housing
around high-industrial pollution areas; housing around other unprotected high-risk zones (e.g. railroads, airports, energy
transmission lines)’ (UN-Habitat, 2003, p. 12). (d) WHO indicates the following site hazards: earthquakes, hurricanes, wind,
noise, pollution, floods, and landslides. (e) Implied by ‘protection from cold, damp, heat, rain, wind or other threats to health,
structural hazards, and disease vectors’ (International Covenant on Economic, Social, and Cultural Rights, 1966). (f) Implied by
‘protection against heat, cold, damp’ (ILO Recommendation No. 155).

In addition to the international standard guidelines, the Government of Indonesia estab-
lished national guidelines for basic healthy house construction under the auspices of the
Ministry of Resettlement and Regional Infrastructure (Menkimpraswil, 2002). The Ministry de-
fined acceptable healthy houses as structures that meet the minimum requirements from
the health, safety, and convenience perspectives, taking into account aspects such as living
space, building materials, geology, local climate and local architecture, and local ways of
life. The guideline recommended between 7.2 - 9 sq. m. of living space per individual and
ceiling height of 2.8 meters. This implies a minimum of between 28.8 sq. m. and 36.0 sg. m.
of living space for a family of 4 persons. Table 7 below specifies what these houses would
look like.
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Table 7. Healthy house construction, size and characteristics of government standards

28.8
sq. m.

2 bedrooms @
3.00mx3.00m

Multipurpose room
250 mx3.00 m

Bathroom + toilet
1.50m x1.20 m

2 bedrooms @
3.00mx3.00m

Children’s bedroom

3.00 mx 3.00 m

36 Living room
sg. M. 250 mx3.00 m

Multipurpose room
3.00mx3.00m

Bathroom + toilet
1.50m x1.20 m

Building
construction”

Roof: corrugated
zinc, roof tile,
concrete, wood

Roof frame: wood.

Floor: cement,
ceramic,
granite, wood

Wall material: half
concrete & wood;
concrete (brick);
elevated wood;
non-elevated wood

Window/door/
roof frame: wood

Minimum water and sanitation
access'”

Access to safe water.

Sources of safe water:
individual tap piped water,
communal tap piped
water, water terminal, retail
seller, rainwater storage,
bore hole, protected well,
protected spring.

Individual sanitation
facility with gooseneck
closet and land pit.

The health, safety and convenience of a house is influenced by lighting, ventilation, tem-
perature and humidity in the room. Government requirements are shown in Table 8 below.

10 Minister of Resettlement and Regional Infrastructure Decree Number 403/KPTS/M/2002 on technical guideline on the con-

struction of healthy small house.

11 Minister of Resettlement and Regional Infrastructure Decree Number 403/KPTS/M/2002 on technical guideline on the con-

struction of healthy small house.

12 Minister of Health Decree Number 492/Menkes/IV/2010 on drinking water quality requirements and Housing, Settlement,

Water and Sanitation Working Group (2020).
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Table 8. Requirements of lighting, ventilation, room temperature and humidity of a healthy house

Direct sunlight can enter the room at least 1 (one) hour
Lighting every day.
Effective light can be obtained from 08.00 to 16.00.

Minimum ventilation 5% (five percent) of the floor area

Ventilation

room.
Room temperature Temperature and humidity of the room is normal for the
and humidity human body.

The safety and security of a building, from a physical and health point of view depends on
its foundation, walls (and building frame), roof and floor, which need to be fairly solid and
further supplemented by proper functional sewage and sanitation construction.

The international and national standards for healthy housing presented above, provide a
framework for estimating the cost of local healthy housing. However, the common stan-
dards, even in terms of national standards, cannot establish what would pass as a norm in
diverse conditions — particularly the rural-urban divide - that is ubiquitous in Indonesia. The
ministerial regulation acknowledges the diverse local conditions; thus, the regulation also
provides for alternative types of housing that can be chosen for particular provinces and re-
gencies. For instance, alternative types of houses in the highlands of Aceh are brick houses,
half wood-half brick houses, stilt wood houses, and wood houses.

Table 9 below indicates current housing conditions in rural and urban Aceh based on the
BPS's national socio-economic survey. The last column indicates the specific aspects of our
local healthy housing standard that meets national and international standards.

Table 9. Housing characteristics in Aceh, 2023

Bener
Meriah
%

Acceptable Rural Living
Income Housing Standard

Ownership status

Own house 8412 76.45 88.38 81.04 86.18

It includes rent
15.88 23.655 11.62 18.96 13.82 house, office house,
customary house, etc.

Not owning
house

Rent house 4.40 6.73 9.20
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Bener
Meriah
%

Acceptable Rural Living
Income Housing Standard

<7.2sg.m. 264 5 8] 8.65 Our standard is 59
per person sg. m. for the family
in keeping with Anker
Methodology® and
>7.2'sQ. m. 9236 9419 9135 international standard
Per person for upper-middle
income country.
;]grsgn;rr:én 7998 8260 7863

Concrete

1.31

3.50

2.29

Corrugated zinc

or better.
Roof tile 302 9850 9785 405 23
Zinc 93.56 91.28 94.73
Wood 0.1 0.00 0.69
Asbestos, palm
Asbestos 0.79 0.49 0.19 fiber, bamboo/straw
150 045 not acceptable.
Palm fiber/thatch ~ 0.96 0.00
Bamboo/straw 0.24 039 086
Others 0.01 0.09 0.00

Floor

Cement, ceramic,

marble/granite 3.27 0.67 189 s wood, marble.
Ceramic 26.03 15.65 12.82

Sii;?fce;{ - 0.26 0.00 130

tiles/terrazzo 0.47 0.00 0.27

wood plank 8.57 5.88 6.11

cement/brick 59.09 7322  75.48

Bamboo 0.31 0.25 0.00

Earth 1.93 4.33 212  Earth not acceptable.
Other 1.1 0.74 2.60 0.00 0.00
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Bener
Meriah
%

Acceptable Rural Living
Income Housing Standard

Cement/ 5718 6845 5093 3418 3512 Cement/stone/brick
stone/brick and wood plank.
Wood plank 41.26 64.94 63.91
Webbing 0.26 000  0.00
bamboo
Wood stem gan | SRR | AR Gen | g
Bamboo stem 0.08 0.00 0.00
Other 0.09 0.53 0.33
Lighting Source
Electricity-PLN 99.67 99.91 9954 99.92 98.74
Electricity-
non-PLN 0.19 0.00 000 Electricity
(e.g. solar 009 046
energy)
Non electricity 0.14 0.08 1.26
Branded bottled/ 130 0.60 015
gallon water
67.99 29.95
Non branded 4222 2776 566

bottled water

Flped lige 779 684 832 759 1323

dwelling or yard

Borehole/ 919 663 1061 519 384

pumped well

Protected well 2458 9.13 11.66
1424 30.32

Unprotected well 2.86 0.27 1.40

Protected spring 8.06 49.04 4854

2.45 1.18

Unprotected 120 000  2.99

spring

Surface water 2.31 0.42 10.04

Rainwater 0.33 1.86 9.62 0.00 2.50

Other 0.16 0.00 0.00



26| ANKER RESEARCH INSTITUTE

Bener
Meriah
%

Acceptable Rural Living

Income Housing Standard

Bottled water, piping

Acceptable 8974 9505 8679 9102 85l \Woter protected well
drinking water and, protected spring,

rainwater storage.

Surface water and
10.26 4.95 13.21 8.98 14.84  unprotected source
not acceptable

Less than 30

Unacceptable
drinking water

Distance to minutes in keeping
water source with international
standards.
Toilet facility
Gooseneck toilet  97.01 9glg 9729 oosenecktoilet
is acceptable.
Plfc latrine 0.35 0.00 0.91 Pit latrine and open pit
with slab are not acceptable.
Pit latrine
without slab 0.34 0.39 0.61
Open pit 2.30 1.42 1.18
Acceptable
Adequate sanitation consists
quie 7885 8798 73.79 9261 87.04 of gooseneck toilet/
sanitation

pit latrine connected
with septic tank

Inadequate o115 1202 2621 739  12.96
sanitation

Cooking fuel

Gas, electricity and

Electricity 0.38 0.25 0.24 wood fuel acceptable.
Gas 94.53 98.12 9843
Wood fuel 2.65 1.26 1.33
Kerosene 1.89 0.32 0.00
Others 0.0 0.0 0.00
Not cooking 0.55 005 0.0

at home
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Aceh Aceh Bener
Urban | Rural Meriah
% % %

Acceptable Rural Living

Income Housing Standard

Not located in

Slum area NA NA NA NA NA
slum area

Hazardous

or unsafe

environmental

area such as

having high Not located in
landslide and NA NA NA NA NA a hazardous or
flood risk, unsafe area.
under garbage

mountain

and energy

transmission line.

Adequate housing
in this survey has
minimum living

Households space of 7.2 sq. m.per
with adequate 6591 78.08 5916 7755 71.92  person, acceptable
housing drinking water

source, adequate
sanitation and durable
housing material.

Source: Aceh Housing Statistics 2023.

We spoke to 8 building contractors and 17 focus group discussion participants in four
sub-districts who mentioned that a standard house size in Central Aceh and Bener Me-
riah is around 48 — 66 sg. m. On the other hand, housing section personnel in Bener Meri-
ah and Central Aceh mentioned that the minimum house size built by the government is
36 sg. m. Based on the 2023 Socio-Economic Survey data, the distribution of housing area
in Central Aceh was <50 sg. m. (23.85%), 50 - 99 sg. m. (56.38%), 100 — 149 sqg. m. (11.99%), and
> 150 sq. m. (7.77%). Also, according to 2021 Socio-Economic Survey data, the distribution of
housing area in Bener Meriah was <50 sg. m. (31.61%), 50 - 99 sg. m. (47.25%), 100 — 149 sg. m.
(14.38%), and 2 150 sqg. m. (6.76%). These household survey data indicate that the majority
of housing area in Central Aceh (76.15%) and Bener Meriah (68.39%) is at least 50 sg. m. The
Anker Methodology® requires a minimum of 48 - 60 sg. m. of living space for an upper-mid-
dle income country such as Indonesia. Therefore, we used 50 sg. m. as our minimum hous-
ing living space standard considering the aforementioned Statistical Office data and min-
imum house size required for upper-middle income countries in the Anker Methodology®.”®

13 The survey measures living space as the plinth or the area contained within the outer surface of external walls of a building.
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4.2 Observations on local housing based on visits to local farmers and rural
local housing

Most of the coffee farmers we visited lived along the access road to the villages, while their
coffee farms were often located at some distance from their homes. The farmers relied
mainly on motorbikes to travel from their homes to their fields, given the unavailability of
public transport. All farming families attending FGD sessions live in owned houses, and this
was typical for the study area as it was difficult to find rented accommodation around the
villages. Figure 11 shows the relative quality of house construction observed during the field-
work.

Figure 11. Different acceptable housing construction

The fieldwork found that a typical farmer’s house, on average, encompassed an area of
48 - 96 sq. m. with 1 - 3 bedrooms, front room, and family room and a separate kitchen and
bathroom with a squat gooseneck toilet. Some houses have separate kitchens with around
15 sg. m. area. Materials used for the building construction varied between houses, i.e.,, with
walls being made of brick, wood or half wood-half brick while the floor was either cement or
ceramic. Half wood-half brick houses usually consist of lower part being 80 — 100 cm brick
and the upper part 230 — 250 cm wood. Central Aceh and Bener Meriah districts are earth-
quake-prone areas, thus some people prefer to have half wood-half brick houses for safety
reason.

People also prefer half wood material because it preserves heat, and the house is warmer at
night. However, people in more urban areas prefer brick houses because it is difficult to find
quality wood for housing. For the roofs, houses use corrugated zinc.

Figure 12 shows the front room that is used as a living room (left), room to store motorcycle
(center) or other purposes (right). Houses in Central Aceh and Bener Meriah usually have
a family room where they gather with other family members, watch television or meet with
their guests as shown in Figure 13.
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Figure 12. Front rooms

Figure 13. Family rooms

Figure 14 shows kitchens that use gas to cook (left and center). In addition to a kitchen with
a cooking stove, some houses also have additional kitchens to allow cooking with wood

(right).

Figure 14. Kitchen

Farmer houses mostly have a squat gooseneck toilet as shown in Figure 15 below.
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Figure 15. Gooseneck toilet

Some houses also have a warehouse to store their motorcycle (left picture), farming tools
(center) and farm harvest or grass for livestock as shown in Figure 16 below.

Figure 16. Warehouse room

Based on our observations, most of the houses we visited were of acceptable standard
and only a few were found to be unsatisfactorily constructed or had unacceptable kitchen
and/or bathroom. For example, Figure 17 below shows a dwelling that is considered unac-
ceptable due to the nature of flooring (mud) in the house kitchen and unacceptable bath-
room facility. The ‘unacceptability’ of construction was acknowledged by the house-owning
farmers. They used their existing funds to build an appropriate main house that consist of
living room, family room and bedrooms. They planned to build a more appropriate kitchen
and bathroom once they have more funds.
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Figure 17. Unacceptable housing standard

4.3 Rent for basic acceptable housing

The rental cost of an acceptable house is used in the Anker Methodology® to estimate hous-
ing cost whenever it is possible to determine typical rents for such houses. When it is not
possible to establish a rental cost, because almost all families such as in rural Central Aceh
and Bener Meriah, reside in a self-owned house, the Anker Methodology® employs the user
cost approach for owned housing. FGD participants we spoke to mentioned that the rented
houses in the study area are usually uninhabited houses. The house owners lease those
houses for 1 — 5 million rupiahs per year so that somebody can take care the house and
thus, this rent price cannot be used as a basis of our housing cost calculation.

Since rented houses are limited in the study area, we used the user cost approach to es-
timate the rental equivalent value of owner-occupied housing. This approach is used by
government statistical offices and is recommended by the Anker Methodology® for these
circumstances. This approach uses the: (i) construction cost of a house built to our local
healthy housing standard; (i) expected service life expectancy of the house; and (iii) annu-
al maintenance and repair costs as a percent of construction cost.

To get reliable and objective estimates of these three factors, we solicited information from
four District Public Work or Settlement Offices and eight building contractors. We asked our
ten sources to submit estimates for constructing a house which conforms to the national
healthy housing standard which as indicated above is smaller (28-36 sg. m.) than our own
housing standard of 50 sg. m. We also asked them about the expected service life and typ-
ical annual maintenance and repair costs for such a house. Their responses are presented
below in Table 10 below.
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Table 10. Cost of house construction in Central Aceh and Bener Meriah districts

- Percentage for
House Cost of_ Cost per | Durability Maintenance
Respondent Material Construction sqg. m. (Number and Repair
(IDR) (IDR) of Years) A P
nnually
Head of
j  BenerMeriah g 36 60,000,000 1,666,667 15 2.5%
Housing
Section
o Housebuilder Brick & 96 136,252,000 1419292 38 1.8%

in Bebesen Wood

House builder Brick &

3 o Wood 48 70,813,000 1475271 38 21%
4 Housebuilder Brick & 63 104520,000 1659048 35 1.6%
in Permata Wood
House builder .
. Brick & o
5 inJagong 66 112,177,000 1699652 38 21%
Wood
Jeget
Head of
g BenerMeriah Brick & 36 70,000,000 1944444 32 2.5%
Housing Wood
Section
Head of
7 AcehTengah Brick & 36 72,000,000 2,000000 25 2.5%
Housing Wood
Division
Head of
g AcehTengah ... 36 90,000,000 2,500,000 50 2.5%
Housing
Division
g Housebuilder g . 48 140000,000 2916667 50 11%
in Bukit
Head of
1 | B MRELT | 36 120,000,000 3333333 50 2.5%
Housing
Section
n Housebuilder ;. 60 200,000,000 3,333,333 50 17%

in Pegasing

House builder
12 in Jagong Brick 66 264,000,000 4,000,000 38 0.9%
Jeget
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The houses in the table above are constructed with wood (1), or half wood — half brick (6)
or brick (6) and all have cement floor with corrugated zinc roof. These houses have two or
three bedrooms, one living room, one multipurpose or family room and kitchen with a to-
tal living space of 36 - 96 sq. m. Since those houses have different sizes and materials, we
calculated construction cost per sg. m., which resulted in a range of IDR 1,666,667 for the
one wood house to IDR 4,710,000 as the maximum concrete house cost stipulated by Bener
Meriah District government per sq. m. The median for half wood — half concrete house con-
struction cost per sg. m. is IDR 1,679,350." Using this average cost per square meter times
for our housing size standard of 50 square meters, a minimum acceptable standard house
of this the specified space would cost IDR 83,967,500 (i.e., IDR 1,679,350 x 50). Respondents
reported varied lengths of house durability, i.e., 15 years for wood house, 25 — 38 years for
half wood — half concrete houses and 38 — 50 years for fully concrete houses. The mode of
durability for half wood — half concrete houses is 38 years. It implies a monthly depreciation
cost of IDR 184,139 (i.e., IDR 83,967,139/38/12).

To estimate the user cost value of a house, it is necessary to also estimate monthly mainte-
nance and repair costs. This varied from 1.6% to 2.5% per year for half wood - half concrete
houses according to the resource persons we spoke to. Anker and Anker (2017) indicate
that 1-2% of annual house maintenance cost is typical. This study uses 2% annual mainte-
nance cost. It results in IDR 1,679,350 annual maintenance and repair costs or IDR 139,946 per
month. Taking depreciation costs and maintenance costs together, we estimate the user
cost of acceptable healthy housing as IDR 324,085 per month.

4.4 Estimating costs of utilities

The housing costs need to consider not only monthly expenditures for housing but also costs
of essential utilities like electricity, cooking fuel, and drinking water. Based on interviews and
observations during fieldwork, it was established that normally the farming families had
access to electricity and piped clean water. For this reason, the cost of utilities is included in
housing costs.

On average, we found that a farming household spends around IDR 100,000 per month for
electricity. For clean water, most interviewed farmers in Central Aceh and Bener Meriah said
that they have access to piped water. Those who have piped water provided by their village
do not pay or only pay around IDR 6,000—35,000 per month. The median of water bills paid
by respondents is IDR 15,000. For cooking, rural residents use a mix of liquid petroleum gas
(LPG) and firewood. Firewood is collected from the garden and forest, and it is mostly used
to cook food that requires a large amount of time and boiling water for drinking. We learned
that farmers typically use a 3 kg LPG gas canister. Most of the farmers we spoke to needed
2 LPG canisters per month and this implies a cost of around IDR 54,000 (i.e, 2 x IDR 27,000
per LPG canister) per month for LPG. We increased this value to IDR 70,000 to consider the
time invested to collect firewood in the forests. Given this information, it is estimated that a
farming household spends around IDR 185,000 per month for utilities.

14 Note that the median cost per sq. m. for a concrete house is similar.
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4.5 Summary of housing costs
Our estimate of the housing costs for households in the two regencies of Aceh is IDR 509,085
(IDR 324,085 for rental equivalent plus IDR 185,000 for utilities) per month as summarized in
the following table.

Table 11. Estimated costs per month of housing (IDR)

House 324,085
Cooking fuel 70,000
Electricity 100,000
Water 15,000
Total 509,085

5. NON-FOOD AND NON-HOUSING COSTS

Non-food and non-housing (NFNH) items are basic household needs for clothing and foot-
wear, health care, education, transport, household furnishings and equipment, recreation,
communications, insurance, service part of eating out, etc. These are important in enabling
a decent standard of life.

The NFNH costs are estimated by first determining the ratio between NFNH expenditures and
food expenditures and then multiplying this ratio by the cost of the model diet for the refer-
ence family. To estimate the NFNH/Food ratio, we used recent household expenditure data
for rural Aceh from the 2022-2023 Indonesian National Socio-Economic Survey (SUSENAS)
conducted by the Government of Indonesia’s Bureau of Statistics (BPS). This was done for
households at the 40th percentile of the rural Aceh household expenditure distribution be-
cause such households should be out of poverty but also far from being high income.

Table 12 indicates the distribution of household expenditures for 2023 more or less accord-
ing to the international classification of household expenditure for households at the 40th
percentile of the household expenditure distribution in rural Aceh — after excluding expen-
diture for tobacco which is deemed to be superfluous for decent living.” Using the SUSENAS
classification of household expenditures, such households spent 55.4% on food, 10.5% on
housing, and 33.9% on NFNH. The above figures represent the adjusted expenditure after
transferring 30% from ‘food away from home’ included in food expenditure to NFNH that is

15 However, it is also questionable whether tobacco should be excluded, considering that tobacco is such an important ex-
penditure in Indonesia with around 9% of all household expenditures in rural areas for tobacco. Indeed, Indonesia has the sec-
ond highest prevalence of cigarette consumption (and by far the highest prevalence for men) among 43 countries according
to OECD. Thus since tobacco is addictive, it is likely that tobacco consumption will continue, and as a result it is possible, that
for people addicted to tobacco, too little will be left over from our living income estimate for other expenditures needed for
decency.
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attributable to profits, services and other expenses included in the costs of these meals.
Subsequently, the NFNH to Food ratio is established at 0.61.

Table 12. Percentage distribution of household expenditures for households at 40" percentile of the
household expenditure distribution for rural Aceh in 2023

% total exp.

Major expenditure Sub major . Adjustment % After
group expenditure group in se:;';dary explanation adjustment
59.52 55.38
Food and
non - alcoholic 45.72 45.72
FOOD beverages
70% retained as
Restaurants food cost 30%
and food away 13.8 transferred to 9.66
froom home Restaurants as
service cost
HOUSING 10.48 10.48
Clothing & .
footwear 4.58 No adjustment 4.58
Hougehold 0.68 No adjustment 0.68
furnishings ' ) :
. . 1.90
Education 1.90 No adjustment
Healthcare 3.00 No adjustment 3.00
Transportation 6.16 No adjustment 6.16
NON-FOOD & o _
NON- HOUSING Communication 2.94 No adjustment 2.94
(NFNH) Recreation 0.31 No adjustment 0.31
& culture ) J :
Restaurants 30% cost of food
and food away NA away from home 414
fromm home transferred here
Ceremonies 0.40 No adjustment 0.40
Miscellaneous
goods and 9.83 No adjustment 9.83
services
43.61 33.94
Preliminary NFNH 29.81 Adjusted NFNH 33.94
NFNH/Food ratio 0.50 Adjusted ratio 0.61

Note: According to SUSSENAS 2022 data, around 8% of household expenditures in Aceh are for tobacco. Tobacco

expenditure is excluded in this table, as it is not considered a necessary expense in the Anker Methodology®.
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Initial NFNH costs are then estimated by multiplying this NFNH/Food ratio of 0.61 by the cost of
the model diet estimated above. Accordingly, NFNH costs are estimated to be IDR 1,742,236
(UsD 109) (i.e., 0.61 x IDR 2,856,125).

5.1 Post checks on Education and Health Care

Post checks on education and health care are conducted, as both are classified as funda-
mental rights in the various internationally acknowledged human rights instruments, to de-
termine whether sufficient funds are included in the preliminary NFNH estimate or whether
additional funds are required to achieve a decent standard of living. Accordingly, adjust-
ments would then be made, if necessary, to the preliminary NFNH estimate to ensure that
the SUSENAS secondary data does not underestimate these expenditures. There are other
items included in the NFNH — such as clothing and footwear, communications and recre-
ation, and furniture and household appliances - which are not included in a post check
adjustment. The underlying reason being that these items of expenditure, though import-
ant, are not human rights as education and health care are. We find that the information
on household expenditures on these items provided in the 2023 SUSENAS data suggests a
reasonable representation of their costs.

The post check investigations were initiated by estimating the amounts for education and
health care included in the preliminary NFNH estimate. These amounts are calculated and
indicated in Table 13 below.

Table 13. Health care and education expenditures included in preliminary NFNH estimate
Amount (IDR/month)

% of all household % of NFNH . o\
. . in preliminary NFNH
expenditures expenditure (IDR 1,742,236)
Health care 3.0% 8.8% IDR 153,343
Education 1.9% 5.6% IDR 97,565

In conducting the post-checks, we compared the amounts included in the preliminary NFNH
in Table 13 above against the amounts required for these based on information collected
from the households during our fieldwork to determine if any adjustment to the preliminary
determined amounts is needed.

5.1.1 Health care post check

In 2014, the Government of Indonesia adopted universal health coverage through its Nation-
al Health Insurance scheme (Jaminan Kesehatan Nasional - JKN) managed by the Social
Security Administering Body for Healthcare (Badan Penyelenggara Jaminan Sosial Keseha-
tan - BPJS-K). In this regard, Law No. 40/2004 on the National Social Security System man-
dated that every resident of Indonesia participate in the BPJS-K and pay contributions that
secure eligibility, irrespective of income or employment status. There are two categories of
BPJS-K’s participants: (1) The Subsidized Contribution Recipient or Penerima Bantuan luran
(PBI) who represent the poor and near-poor groups receiving assistance from the govern-
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ment (including people with disability), and to whom health care services are provided free
of charge; and (2) The Non-subsidized Contribution Recipient or Bukan Penerima Bantuan
luran (BPBI) who represent residents who do not receive any assistance and are required to
pay a monthly fee to be covered for the health care services in the BPJS-K. The BPBI includes
those working in the informal sector and self-employed persons (including farmers) who
can select a class of healthcare services (class 1, class 2, and class 3). The monthly fee for
Class 1is IDR 150,000 per person per month, for Class 2 is IDR 100,000 per person per month,
and for Class 3 is IDR 42,000 per person per month. The monthly fee per person for Class 3 is
equal to IDR 35,000 per person per month (USD 2.33) after deducting the government subsi-
dy of IDR 7,000 per person per month. The majority of farmers and their families fall outside
of the PBI category and are therefore obliged to pay for the health care insurance. Likewise,
this would also apply to families earning a living income (Table 14).

Table 14. Monthly subscription fee of the national health insurance scheme (BPJS)

I IDR 150,000/person/month 2 persons in a room during inpatient treatment
I IDR 100,000/person/month 5 persons in a room during inpatient treatment

[ IDR 42,000/person/month Inpatient ward

We believe that for a decent life, families should, at the least, be able to have national health
coverage benefits emanating from subscription to Tier 3 insurance. Commensurately, for
a family of four the costs of this insurance - after government subsidy - is IDR 140,000 per
month (i.e., IDR 35,000 per person). This represents around 2.7% of our living income. Since
this percentage is very similar to the 2.4% for health care insurance included in the miscella-
neous expenditure group for households at the 40th percentile according to 2022 SUSENAS
household expenditure data, the cost of health insurance is already covered in the NFNH.

In the context of Aceh, long before the enactment of the National Government’s JKN pol-
icy, the province had introduced a universal health coverage through its ‘Jaminan Kese-
hatan Aceh (JKA)' scheme since June 2010, funded by the provincial government through
the special autonomy fund (OtSus). Through JKA, all medical expenses of all residents who
have an Acehnese ID card (KTP) are covered by the Aceh provincial government. Since
January 1, 2014, the JKA program has been integrated into the JKN Scheme. Under this new
arrangement, the Aceh provincial government only pays the health insurance premiums of
its citizens who are not listed as recipients of premium assistance (PBI) and independent
National Health Insurance (JKN). It is important to note, however, that the continuity of the
JKA depends on the financing facility (i.e. continuity of revenue sharing from the National
Government) and the commitment from the new government after the upcoming election
in October 2024. In 2023, the government of Aceh had financing challenges but later man-
aged to pay by installments for the invoice from the BPJS for health coverage of about two
million of its citizens.

To establish the availability of health services and reference costs of access to such services
in Aceh Tengah and Bener Meriah Districts, we visited the public health centers (Puskesmas)
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of Kebayakan, Jagong Jeget, and Bukit sub-districts and a Village Midwive Post (Polindes)
in Kebayakan sub-district. We interviewed the health personnel on health services provided
by the Puskesmas and Polindes and typical services accessed by the community members
and their related costs. During the interviews, information was also collected on the BPJSK
subscription and/or JKA membership among the households, the referral mechanism for
more serious illness along with the costs incurred, and other alternative health service pro-
viders in the area. We also observed the facilities, equipment, and the services provided in
the Puskesmas. Further, we consulted community members through Focus Group Discus-
sions in four sampled villages in the four sub-districts to determine typical health services
accessed by the households and the associated expenditures. Finally, we also visited a pri-
vate health clinic and consulted the clinic staff on costs for tests and medicines for the three
most common health conditions.

During the interviews with key informants at Puskesmas and FGDs with farmers, we learned
that: (i) diarrhoea/gastric/gerd, (ii) Flu, Cough, Pneumonia, Acute Respiratory Infection
(ARI1), and (iii) Diabetes Mellitus (DM) were the most common illnesses in the area. Our in-
terviews with the Puskesmas confirmed that all citizens could access health treatment and
medicines for free at the Puskesmas, public hospitals, as well as the private hospitals and
clinics which have a Memorandum of Understanding (MoU) with the BPJS. In fact, the health
personnel we spoke to also highlighted that the JKA may cover the medication which are
outside of the JKN coverage. According to the SUSENAS data (2023), the top three health
service providers most visited by the residents of Aceh province when they had health is-
sues were puskesmas/pustu (41.72%), general practitioner (GP)/midwives (32.50%), and the
public hospital (14.91%) accordingly. In Aceh Tengah, however, GP/midwives were the most
visited (49.45%); meanwhile in Bener Meriah, the three facilities received relatively equal
attention/preference, as can be seen in the table below:

Table 15. Top three preferred health services among residents of Aceh province, and Aceh Tengah
and Bener Meriah districts (%)

Subdistrict
Public Health | Community | Traditional/
Center/ based health | alternative
Auxialiary services treatment
Health Center

Private Specialist

Hospital | Hospital | Midwives | Clinics

Aceh

Tengah 15.75 0.30 49.45 6.25 23.73 6.05 4.89 3.20
Bener

el 22.69 0.79 21.83 19.19 2216 18.51 113 1.33
Aceh 14.91 3.18 32.50 12.82 41.72 5.20 2.56 1.39

Source: Badan Pusat Statistik, Survei Sosial Ekonomi Nasional (Susenas), March 2023.

During the FGDs, the farmers, especially women, indicated their preference to seek services
from the midwives outside of their working hours (i.e., after 13:30), an expense that conse-
quently needs to be characterized as a private service. This preference by women from
farming families was mainly due to convenience i.e., availability in the village, willing to visit
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to their houses (if needed), and accessibility after returning from the farm in the afternoon
at a reasonable cost (at USDI-3 inclusive of medicines).

Finally, although all of Aceh'’s citizens are covered under basic health insurance by the gov-
ernment, families still have health care costs. There are government co-pays, and it is rea-
sonable for people to visit private providers once a year for convenience and emergencies
or other reasons as well as see specialists sometimes. In Table 16, we estimate how much
health care expenses could be for our reference family with Class 3 national health insur-
ance (BPJS). We assume 4 visits per year to a healthcare facility (once every 3 months on
average) as suggested in Anker and Anker (2017) with 1 visit to a private provider and 3 visits
to a public provider. We also assume 1 visit per year to a dentist and once every two years
to an ophthalmologist for glasses for half of family members, which are also covered under
the government health insurance.

Table 16. Estimating costs for health care services in Aceh tengah and Benre Meriah districts for
the reference family of 4 with class 3 national health insurance (BPJS)

Total cost per year
for family
B)=(1)x(2)x4
reference family size

Cost per visit for | Number of visits
Type of provider typical illness | per year per person

m (2)

Public medical provider

Consultation fee or co-pay 0 3 0
Medicine co-pay 0 2 0
Medicine cost when 0 ! 0
must be purchased

Lab test cost or co-pay 0 1 0
Dentist 0 1 0

Ophthalmologist; Visit and
glasses for 2 of 4 family 0 0.25 0
members every other year

Private medical provider

Consultation fee IDR 40,000 1 IDR 160,000
Medicine IDR 10,000 1 IDR 40,000
Visit and medicines IDR 300,000 1 IDR 1,200,000
Total cost per family per year IDR 1,400,000
BPJS Kesehatan/Health Insurance premium IDR 1,680,000

per family per year (Tier 3)
Total cost per family per year IDR 3,080,000

Total cost per family per month (excluding insurance costs) IDR 116,667
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This rapid health care assessment indicates IDR 116,667 as costs per month for the reference
family. This is less than the IDR 153,343 already included in the preliminary NFNH for health
care, and therefore there is no need for a post-check adjustment.

5.1.2 Education post check

In Indonesia, education falls under the responsibility of the Ministry of Education, Culture,
Research, and Technology (Kementerian Pendidikan, Kebudayaan, Riset, dan Teknologi or
Kemdikbudristek) and the Ministry of Religious Affairs (Kementerian Agama or Kemenag).

All Indonesian citizens are required to undertake twelve years of compulsory education,
starting from the age of six. This consists of 6 years in elementary school (Sekolah Dasar;
SD), 3 years in lower secondary school (Sekolah Menengah Pertama; SMP), and 3 years in
upper secondary school. Some schools offer an accelerated learning program in which stu-
dents who perform well can complete the primary level in 5 years and lower secondary level
in two years. At the upper secondary school level, families may opt to send their children to
vocational schools which specialize in either technology and engineering, health, arts, crafts
and tourism, information and communication technologies, agro-business and agro-tech-
nology, or business management. Another track is to choose religious schools i.e. madrasah
or Islamic boarding school (known as Pesantren or dayah), which not only includes general
knowledge such as natural and social sciences, but also Islamic and Quran studies. Prior to
elementary education, children can attend non-compulsory preschools offered by private
kindergartens and day care centers, as well as public early childhood education providers.

Schools are run either by government (negeri) or private sector (swasta). The majority of
elementary schools — nearly 90 percent in 2022 — are public. However, private institutions
play a more prominent role in Indonesia’s school system at the secondary level: 43% of
schools at the lower-secondary level and 62% at the upper-secondary level were private in
2022, even though most secondary students were enrolled in public institutions.

Education is provided free of charge at public schools. Interviews with farmers indicated
that their children are largely going to public primary schools around the villages. When it
comes to secondary schools, depending on their financial capacity, some parents may opt
for lower secondary schools around the villages and senior secondary school in the subdis-
trict, while some others prefer to send their children to Islamic boarding schools (also known
as Pesantren or Dayah) in other districts. In fact, in Bener Meriah, almost all parents consult-
ed have their children studied at the Islamic boarding schools. Families do not have to pay
for tuition fees at the government schools, but some pay for POMG (parent and teachers’
association fund) fees in particular schools, which was around IDR 30,000 - 75,000 per child
per month or IDR 60,000 - 150,000 per month for a reference family of 2 school age children.
In addition, farmer households reported that they typically spent between IDR 870,000 -
1,200,000 on notebooks and stationery and between IDR 200,000 - IDR 400,000 per child per
year on photocopies and students’ worksheets (mainly for secondary schools).

A farmer’s family needs to pay for four to five different sets of school uniforms (red/blue/
grey and white, sports, Batik, Moslem, and Scout uniforms) as well as shoes, and a school
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bag. For primary school, a farmer household typically spends for 2 sets of each item for a
6-year school period which costs about IDR 344,444 per child per year or IDR 172,222 per
child per month as they need to purchase 2 sets of each item for a 6-year school period.
Meanwhile for lower secondary and upper secondary, IDR 189,722 and IDR 290,000 per child
per month respectively.

Because free meals are not provided at schools, families also provide pocket money for
children to buy prepared foods and beverages (e.g., snacks and drinks) sold around the
schools, which is typically between IDR 2,000-3,000 per child per day for primary school,
IDR 5,000 per child per day for lower secondary school, and IDR 10,000 per child per day for
upper secondary school. These costs are equal to IDR 120,000 per month per child in school.
Some families provide a lunch box for their children and reduce the pocket money. For sec-
ondary school students, families need at least IDR 10,000 per day which is equal to around
IDR 150,000 per month for transportation (assuming there are around 180 school days per
year) for motorcycle use and fuel. Note that we do not consider here school related costs for
(i) school meals or pocket money for snacks since they are in a sense substituting for home
cooked meals included in our model diet, (ii) school transport costs since they are covered
under transportation costs in NFNH, (iii) school uniforms and shoes since they are covered
under clothes and footwear in NFNH, and (iv) mobile phone credit and internet costs, espe-
cially for secondary school children, as they are covered under communications in NFNH.

Based on the interviews with farmers, we learned that although not obligated, almost all
families send their children below school age to a preschool for 1-2 years, mostly operat-
ed by the village government and or private owners. Families need to budget about IDR
2,000,000 per child per year for this. As calculated in Table 14, our estimate of education
costs for comparison to what is included for education in NFNH for our reference family is IDR
128,056 per month, inclusive of 2 years of pre-school and 12 years of primary and secondary
schools. This amount is very similar to the amount included for education in our preliminary
NFNH estimate of IDR 129,351. Therefore, the amount included for education in the preliminary
NFNH estimate is sufficient, and so we did not add a post check adjustment for education.

Table 17. Estimating costs for education for rural households in Bener Meriah and Aceh Tengah of
Aceh Province (in IDR)

Lower Upper

Registration fee, per year 27,500

School fees, per year 1,920,000 0 0 0
ff:g:'ggp?;;fg building 0 0 76667 233333
Fees for typical extra

activities and materials 0 0 0 0

(e.g. art supplies, physical
education equipment
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Lower Upper

Supplemental

50,000
tutoring, per year
Examination fees, per year 0 0 0 100,000
Learning materials (e.g. 0 0 150000 200000

books), per year

School supplies (e.g.
notebook, pencils), per year

Total of above expenses (1) 2,060,000 196,667 566,667 1,133,333

Number of years in
each level (2)

112,500 196,667 290,000 400,000

2 6 3 3

Total cost x number of year
in each level (3) = (1) x (2)

Average cost per child
per year (4) = (3)18

Average cost for reference
family per month (5) =

(4) x number of children
in reference family/12

4,120,000 1,180,000 1,700,000 3,400,000 10,400,000

2,060,000 196,667 566,667 1,133,333 577,778

343,333 32,778 94,444 188,889 96,296

The post-check suggests a monthly expenditure of IDR 96,296 on education of children. This
is lower than the amount included in the preliminary NFNH costs and therefore, as in the
case of health care, no post check adjustment is required for education either.

6. PROVISION FOR UNEXPECTED EVENTS TO ENSURE SUSTAINABILITY

Since large unforeseen expenses and events can quickly throw farmers and others living at
a decent standard into poverty and debt from which they may not be able to recover, it is
important when estimating a living income to add a small margin to cover contingencies.
There are many unexpected events faced by rural families such as ilinesses, accidents, nat-
ural disasters, etc. The Anker Methodology® recommmends a 5% margin for emergencies and
sustainability and this percentage has been used in many living wage and living income
studies in other countries. This percentage implies IDR 255,372 (USD 16) per month for emer-
gencies and sustainability.

7. FAMILY SIZE NEEDING TO BE SUPPORTED BY LIVING INCOME

Since living income is a family concept, income received should cover basic needs of all
members of the family. It is therefore necessary to determine an appropriate family size for
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Central Aceh and Bener Meriah in estimating a living income. To determine the size of the
reference family, that is, a typical family size for the study area, we took the total fertility rate
(TFR) in Central Aceh of 2.51 and Bener Meriah of 2.58 and adjusted it by the mortality rate
of children under 5 years, which was 20 per 1,000 live births in Central Aceh and Bener Me-
riah as given in the Population Census 2020. The subsequent figure for the adjusted TFR for
Central Aceh and Bener Meriah was calculated to be 2.46 and 2.53, respectively. The mean
of adjusted TFR for both districts is 2.49. With the adjusted TFR and two parents, the average
family size in Central Aceh and Bener Meriah is 4.49 family members.

In the second stage, we estimated the average size of households from the distribution of
households by the number of members for Aceh province, using data from the National
Socio-Economic Survey of 2022. The average size was 4.2 for Aceh province. We calculated
the average household size for households with 2-6 members (i.e,, excluding one person
households that definitely do not include children and households with 6+ members which
might be extended family households with more than 2 earners). The team has not found
data at the district level for 2023 thus calculation at the district level was not performed.
On the other hand, the BPS report “2020 Aceh in Figures” mentioned that the average size
of households in Central Aceh and Bener Meriah in 2019 were 3.98 and 3.87, respectively. In
keeping with the above calculations and inferences, we chose the reference family size for
Central Aceh and Bener Meriah as 4 (four), with 2 adults and 2 children as most appropriate
and a best fit.

8. FAMILY INCOME LADDER

This section indicates how our estimated Living Income compares with other important
comparators such as the Indonesia poverty line, the World Bank poverty for lower-middle
income and upper middle-income countries, and what family income would be if working
family members earn the provincial minimum wage. In 2024, the poverty line for rural Aceh
was IDR 643,398 per person per month. Accordingly, the determined income for a family of
4 persons in rural Aceh was IDR 2,644,908 and for all-Indonesia was IDR 2,331,728.

Indonesia was categorized as an upper-middle income country in 2020 by the World Bank,
but its status was lowered to a lower-middle income country in 2021-2022. In July 2023,
Indonesia was again classified as belonging to the upper-middle income category. Using
the World Bank USD 3.65 PPP poverty line of internationally comparable purchasing power
parity dollars of IDR 20,335 per capita per day for a lower-middle income country, the World
Bank poverty line is IDR 2,070,432 for a family with four members. Using the World Bank 6.85
PPP poverty line for an upper-middle income country such as Indonesia, the World Bank
poverty line for a typical family with four members is 3,885,605. Meanwhile, the minimum
wage in 2024 in Aceh Tengah and Bener Meriah regencies is IDR 3,460,672 which implies a
typical family income of IDR 5,415,952 when 1.565 family members earn the minimum wage
(see Annex A). Family income at the minimum wage for North Sumatra (Aceh’s immediate
neighbor to the south) is much lower at IDR 4,397,517.
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Figure 18. Family income ladder for rural Bener Meriah and Aceh Tengah regencies

6,000,000 -
5,000,000 -
4,000,000 —
3,000,000 —
5,415,952 5,362,819
4,397,517
2,000,000 — 3,885,605
1,000,000 — 2,070,432
0
Family Income, Family Income, Family Income Family Income Family Income Family Income Living Income
National PL Aceh PL at WB PL for at WB PL for at Minimum at Minimum for rural Aceh
lower middle-  upper middle- Wage for Wage for Aceh

income country income country North Sumatra

These associations are captured in Figure 18 that graphically compares our estimated living
income to other family income benchmarks. It shows that our living income is substantial-
ly higher than all of the other comparators, except for family income at Aceh’s minimum
wage. It is more than double family income at the rural national and rural Aceh poverty line,
and it is 38% higher than family income at the World Bank’s USD 6.85 PPP per day poverty line
for an upper-middle income country. These differences are despite the conservative way
in which our living income for rural Aceh has been estimated. The anomaly here is that the
family income at the minimum wage for Bener Meriah and Aceh Tengah is almost the same
as (1% higher) our family living income estimate. This surprising result can be explained in
part by the fact that minimum wage income is a gross income from which payroll deduc-
tions would be taken out and in part by Aceh province having a relatively high minimum
wage. For example, our living income is 22% higher than family income at the minimum
wage for the province of North Sumatra, which is immediately to Aceh’s south even though
Acenh is poorer than North Sumatra.
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CONCLUSION

This report estimated the monthly living income for a typical family of four (two adults and
two children) in Aceh Tengah and Bener Meriah regencies in Aceh Province at IDR 5,362,819.
This estimate, based on conservative assumptions, would enable families, including cof-
fee farmers and their families, in rural Aceh Tengah and Bener Meriah to afford a basic but
decent standard of living. The estimated living income is based on a low-cost nutritious
diet that meets WHO and FAO recommendations, healthy housing adhering to minimum
international and national standards, access to adequate health care, secondary school
education for children, and all other needs for a decent quality life.

Details of the living income estimates for rural Aceh Tengah and Bener Meriah are indicated
in Table 18, while Table 19 presents key assumptions used in the estimation process. These
tables summarize the methodology, with detailed explanations provided in the relevant
sections of the paper. For instance, the cost of the ‘Model Diet’ was estimated by selecting
affordable, nutritious food items, such as medium-quality white rice instead of premium
varieties, and including inexpensive vegetables like chayote, long green beans, cabbage,
eggplant, and mustard greens, and inexpensive fruits like banana, papaya, and avoca-
do. The model diet also took into consideration local food preferences, including com-
monly consumed items such as dried fish. Housing standards were based on international
standards and the Indonesian ministerial regulation (Keputusan Menteri Permukiman dan
Prasarana Wilayah No. 403/KPTS/M/2002), ensuring that dwellings meet a prescribed basic
quality standard.

The estimated living income in this study is 38% higher than the income a family would earn
at the World Bank poverty line for an upper-middle-income country which Indonesia has
recently become and more than twice family income at the World Bank poverty line for a
lower middle-income country as well as the poverty line income for rural Aceh. Surprisingly,
our living income is virtually the same as family income if family members earn Aceh’s min-
imum wage. This surprising result can be explained in part by the fact that minimum wage
income is a gross income from which payroll deductions would be taken out, and in part
by Aceh having set a relatively high minimum wage. For example, North Sumatra, which is
immediately to Aceh'’s south, has a 19% lower minimum wage at IDR 2,809,915 even though
Acenh is poorer than North Sumatra.

Closing the gap to living income for all farmers is not something that can be achieved in a
short period of time but requires a concerted effort from all stakeholders towards progres-
sively realizing this goal. Closing the gap to a living income for coffee farmers will require
collective action from all stakeholders in the value chain, including procurement and retail
sectors, such as the coalition Sustainable Food Labs has convened that also includes the
Ministries of Trade and Agriculture. Though technical support is being provided to farmers
in Aceh, the ministries could consider direct financial support to farming families involved in
coffee production in times of need. Another important intervention could be an enhance-
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ment of social protection that conforms to minimum levels suggested in the ILO’s Social
Protection Floors guidelines that would lower living costs. As an initial step, the government
and others in the global supply chain could support farmers in replanting aging coffee trees
by supplying quality seeds and enhancing their capacity through good agricultural prac-
tices (GAP) training. Efforts in this direction are valuable and contribute to improving agri-
cultural business practices. Such initiatives are essential for enhancing farmers’ well-being

and ensuring a more sustainable future for their families.

Table 18. Summary calculation of Living Income for Aceh Tengah and Bener Meriah District, Aceh

Province, Indonesia, 2024

Food cost per month for family of 4 2,856,125 179
Food cost per person per day 23,475 1.48

Total housing costs per month 509,085 32
User cost value per month for basic healthy housing 324,085 20
Utility costs and minor repairs per month 185,000 12

Non-food non-housing (NFNH) costs per month 1,742,236 109

Preliminary NFNH 1,742,236 109

Post-check adjustment for Health care (in case

health care costs included in statistics are 0 0

insufficient to cover all healthcare expenses)

Post-check adjustment for Education (in case

education costs in statistics are insufficient to 0 0

cover all costs for educating children)

et fonpustainctiy wsa2 16

e e

Note: USD values are only for expositional purposes, because exchange rates are volatile.
Table 19. Key values and assumptions

Study date May-June 2024

Exchange rate of Indonesian Rupiah to USD (USD) 15,913

Number of full-time workers per couple 1.565

Number of hours work in normal week 35

Reference family size 4

NFNH to Food ratio 0.61

Note: Exchange rate is average for January-September 2024.
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LIVING WAGE

To reiterate, living income -being a family concept, is the amount that is needed to allow
a household to secure the basic necessities of life that would allow all family members a
‘decent’ existence. As mentioned in the study, this decent existence is constituted of a mul-
titude of factors ranging from nutritious food, healthy housing, access to proper healthcare,
education for children through secondary school, and other items that would allow a func-
tionality reflecting principles of human rights that should be accorded to all citizens.

The estimate of a living income in rural Bener Meriah and Aceh Tengah regencies of Aceh
province was determined to be IDR 5,362,819 (USD 337) per month for a reference family
size of 4 persons. The reference family size was established through an analysis of data on
fertility rates, child mortality rates and average household size. The main sources of this
information were the 2017 Demographic Health Survey (DHS), the 2022 National Socioeco-
nomic Survey, and the 2020 BPS publication ‘Aceh in Numbers’ (Aceh dalam Angka).

Although it is accepted that most rural households rely on farming pursuits for most of their
livelihoods, it cannot be taken for granted that farming is the only source of income. Social
differentiation in rural areas suggests that farms differ by size and some farms fall below
a size threshold of landholding that would allow them to generate a living income. Under
the circumstances, some have to rely at least partly on wage income, either to supplement
earnings from farm produce or as a principal source of remuneration. The living income es-
timate allows us to determine a living wage. However, to do this, we first have to determine
the number of full-time working members of the household.

Figure Al. Going from cost of a basic but decent life for a family (living income) to net living wage
and then to gross living wage

/\ Living income =

@ Cost of basic but decent life
@ Nutritious diet @
............ @............... @@@ Workers per fqmlly

% .
Healthy housing @

Net Living Wage

®

S © needs
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............ @ Taxes and payroll deductions
Unexpected @
events

Living Wage

Source: Adapted from Anker and Anker (2017).



50| ANKER RESEARCH INSTITUTE

A.1. NUMBER OF FULL-TIME EQUIVALENT WORKERS IN FAMILY PROVIDING
SUPPORT

It is appropriate to expect that more than one adult in a family provides financial support
through work. The number of full-time working adults in our reference family is calculated
using the following formula for prime working age adults:

Probability of full-time equivalent work per person ages 25-59
=(LFPR for ages 25-59) x (1.0-Unemployment rate for ages 25
-59) x (1.0-(Part-Time employment rate/2))

This may be explained as follows. The number of full-time equivalent workers per household
is based on age and sex specific data for rural study areas on: (i) labor force participation
rates (LFPR); (ii) unemployment rates; and (iii) extent of part-time employment. This infor-
mation is gleaned from the Indonesian Bureau of Statistics (BPS) publication Badan Pusat
Statistik (BPS) Aceh, 2023. 2023 Labor force situation of Aceh Province. and provided in the
tables below.” Since these data are for ages 15+, we adjusted these to ages 25-59 years.
Consequently, the labor force participation rate for ages 25-59 years was determined to be
73.7% for rural Aceh, the open unemployment rate for the rural areas of the two study dis-
tricts to be 3.2% and the part-time employment rate (working less than 35 hours per week)
to be 41.6% which was only available at the province level for rural Aceh. Using these rates
and indicated in the table below, we estimated that the proportion of males and females
ages 25-59 years old who have full-time equivalent work to be 0.565. This implies 1.565 full-
time equivalent workers per couple in rural Bener Meriah and Aceh Tengah where one adult
in a family is assumed to be a full-time year-round worker.

Table A1. Determining number of full-time equivalent workers for study area

Labor force participation rate (LFPR) 73.7%
Open unemployment rate 3.2%
Part-time employment rate (% of employed 41.6%
working less than 35 hours per week) e
Estimated percentage of persons working full-time 0.737 x (1- 0.032) x
= LFPR x (I-Unemployment rate/100) x (1- (0.4164/2))
(1- (Part-time employment rate/100/2)) = 0.565
Number of full-time equivalent workers per family 1+0.565=1.565

Source: BPS, “Employment Indicators; Aceh Province”, 2023 and ILOSTAT.

16 These data can be accessed from: https://aceh.bps.go.id/id/publication/2024/04/26/1e2159e666e9cddcfl7f4f6b/
keadaan-angkatan-kerja-provinsi-aceh-agustus-2023.html
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https://aceh.bps.go.id/id/publication/2024/04/26/1e2159e666e9cddcf17f4f6b/keadaan-angkatan-kerja-provinsi-aceh-agustus-2023.html
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Thus, we use 1565 full-time equivalent workers per family to estimate our living wage for
rural areas of Bener Meriah and Aceh Tengah districts. The living wage is then estimated by
dividing the estimated living income by the number of full-time equivalent workers in the
household, i.e, IDR 5,362,819/1.565). Thus, the net living wage per worker in rural areas of
the two study districts is IDR 3,426,721 (USD 215). This is the necessary take-home pay for
a full-time worker

To estimate the gross living wage (aka living wage), it is necessary to add income tax and
other mandatory payroll deductions. There are five elements of mandatory deductions”
which need to be added to the net living wage as indicated below:

I. Income tax, is levied at a progressive rate and it is 5% of gross
wage up to salaried income of IDR 60 million per month;

ii. Pension fund annuity for employees is 1% of gross wage;

ii. ~ Social security contributions are deducted at 2% of gross wage;

iv.  Health insurance is levied at 1% of gross wage; and
V. People’s housing fund is levied at 2.5% of gross wage.

Given that income tax would not be levied on our gross wage as it is below the IDR 60 million
per year threshold and taking into account other mandatory payroll deductions, the gross
living wage is calculated to be IDR 3,664,943 (USD 230). Counterposed to this, the mini-
mum wage for Aceh was IDR 3,460,672 (USD 217) as of March 2024, which reveals our esti-
mated living wage to be only 6% higher than the minimum wage for Aceh. One reason for
this small difference is that the minimum wage for the province of Aceh is set relatively high,
compared to the minimum wage for North Sumatra province (located immediately to its
south), which is much lower at IDR 2,809,915 even though Aceh is poorer than North Sumatra.

17 Payroll in Indonesia https://www.usemultiplier.com/indonesia/payroll. Also see: Payroll and Benefits Guide: Indonesia,
https://www.papayaglobal.com/countrypedia/country/indonesia
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