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This study examines the effect of government subsidies, infrastructure
development, and fiscal decentralization on poverty reduction in rural
Indonesia through a normative juridical analysis. The analysis
highlights the role of legal frameworks in shaping these interventions
and identifies the strengths and weaknesses of existing policies.
Government subsidies, such as the Program Keluarga Harapan (PKH)
and Raskin, have proven beneficial in providing direct financial
support to vulnerable populations, but face challenges related to
targeting, distribution, and corruption. Infrastructure development has
improved access to markets and essential services, yet legal barriers
such as land acquisition disputes and funding limitations hinder its full
potential. ~ Fiscal decentralization, while empowering local
governments, suffers from revenue disparities and weak local
governance structures that undermine its effectiveness. The study
concludes that legal and institutional reforms are necessary to enhance
the efficiency and reach of these poverty reduction measures, ensuring
that resources are effectively allocated to rural areas in need.
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1. INTRODUCTION

Poverty in rural Indonesia is a
persistent issue exacerbated by various socio-
economic factors, despite government
interventions. The complexities of poverty in
these areas stem from inadequate
infrastructure, limited access to education and
healthcare, and high unemployment rates.
Low educational attainment significantly
contributes to poverty, as it limits
employment opportunities and productivity
[1], [2]. Poor health outcomes are linked to
poverty, with inadequate access to healthcare
services exacerbating the situation [1], [3].
Additionally, high unemployment rates in

rural areas hinder economic growth and
perpetuate  poverty [1], [4]. Despite
substantial investments, many government
programs have failed to reduce poverty
effectively, particularly in regions like Central
Kalimantan [5]. To address these challenges,
policies must be adapted to local conditions,
considering both natural resources and socio-
economic contexts to be effective.

The Indonesian government's
strategies to reduce rural poverty encompass
government subsidies, infrastructure

development, and fiscal decentralization, all
supported by legal frameworks, aiming to
alleviate financial burdens, stimulate
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economic growth, and empower local
governance. Direct cash transfers have been
implemented to alleviate immediate financial
pressures on poor households, enhancing
their purchasing power and access to essential
goods [6]. The Village Fund Program,
initiated in 2015, has shown significant impact
in reducing poverty, with funds allocated
based on community needs, thus fostering
activities [71, [8].
Improvements in transportation, energy, and
communication infrastructure are crucial for
connecting rural areas to markets, facilitating
trade, and enhancing economic opportunities
[8]. Additionally, enhanced access to public
services through infrastructure investments
has been linked to reduced poverty levels and
improved living conditions [9]. Fiscal
decentralization allows local governments to

local economic

manage resources effectively, leading to
tailored poverty alleviation strategies that
address specific regional needs [6]. Studies
indicate that regions with stronger fiscal
capacities experience more significant
poverty  reduction, emphasizing the
importance of local governance in
development efforts [6], [9].

However, the effectiveness of these
strategies in reducing poverty is contingent
upon the legal and institutional structures
that govern their implementation. The
interplay between government policies, legal
frameworks, and local capacities in rural
Indonesia presents both opportunities and
challenges for poverty alleviation. The
existing laws and regulations surrounding
government subsidies, infrastructure
development, and fiscal decentralization need
to be evaluated in the context of their actual
impact on poverty reduction in rural
communities.

This study aims to explore the effect
of government subsidies, infrastructure
development, and fiscal decentralization on
poverty reduction in rural Indonesia, through
a normative juridical analysis. The study will
critically examine the legal and policy
frameworks that underpin these interventions
and assess their effectiveness in addressing
poverty in rural areas. By analyzing the

existing laws and policies, this research seeks
to identify the strengths and weaknesses of
the current approaches and provide
recommendations for improving the legal
instruments and governance mechanisms that
contribute to poverty alleviation in rural
Indonesia.

The urgency of addressing poverty in
rural Indonesia cannot be overstated, as rural
poverty remains deeply entrenched despite
decades of government intervention. Recent
reports indicate that rural poverty rates are
consistently higher than those in urban areas,
reflecting persistent structural challenges
such as inadequate access to healthcare,
education, infrastructure, and economic
opportunities [10]. Additionally, the ongoing
impact of climate change, natural disasters,
and global economic shifts further deepens
the wvulnerability of rural populations,
disrupting livelihoods and exacerbating
poverty [5]. Poor management of natural
resources has also contributed to increased
poverty, particularly in regions like Central
Kalimantan [5]. While the Indonesian
government has  introduced  various
measures, including subsidies, infrastructure
projects, and decentralization policies, these
efforts have not always yielded the desired
results. The lack of job opportunities and low
wages in rural areas perpetuate economic
hardship [4]. Moreover, the effectiveness of
government initiatives has been inconsistent,
necessitating a critical review of existing
policies to ensure they are tailored to the
specific ~ challenges faced by  rural
communities [11]. Coordinated efforts among
the government, private sectors, and civil
society are essential for developing grassroots
economies and improving living conditions
[12]. Without a focused and targeted legal
analysis of current policies, the risk of
perpetuating ineffective or misdirected
interventions remains high, hindering real
progress in poverty alleviation.

This research offers a novel approach
by integrating a normative juridical analysis
with an exploration of the practical effects of
government policies on rural poverty
reduction in Indonesia. While much of the

Vol. 3, No. 01, February 2025: pp. 146-154



West Science Journal Economic and Entrepreneurship

O 148

existing literature examines these
interventions from economic or political
perspectives, few studies have specifically
analyzed the legal frameworks that govern
these policies and their implications for
poverty alleviation. By focusing on the legal
aspects of subsidies,
infrastructure  development, and fiscal
decentralization, this study fills a critical gap

in understanding how Indonesia’s laws and

government

regulations shape the implementation and
effectiveness of poverty reduction programs
in rural areas. The novelty lies in the
combined examination of these three crucial
factors through a juridical lens, offering a new
perspective on how law and governance
intersect with development efforts in rural
Indonesia. This study will contribute to the
growing body of knowledge on legal
dimensions of poverty reduction and provide
valuable insights for future policy
improvements.

The primary objective of this study is
to evaluate the effect of government subsidies,
infrastructure  development, and fiscal
decentralization on poverty reduction in rural
Indonesia through a normative juridical
analysis. Specifically, the study aims to:

1) Assess the legal frameworks
governing government subsidies,
infrastructure  development, and
fiscal decentralization in rural
Indonesia, identifying the strengths
and weaknesses of these policies.

2) Examine the effectiveness of these
legal and policy frameworks in
addressing the root causes of poverty
in rural areas, focusing on the legal
tools available to implement poverty
alleviation strategies.

3) Identify the barriers and challenges in
the implementation of these policies,
including gaps in legal enforcement,
regulatory inconsistencies, and local
governance issues that hinder the
success of poverty reduction
programs.

4) Provide
improving the legal and institutional
frameworks to  enhance the

recommendations for

effectiveness of poverty reduction
strategies in rural areas, ensuring that
policies are better aligned with the
needs of rural communities.

2. LITERATURE REVIEW

2.1. Government Subsidies and Poverty
Reduction

Government subsidies, particularly
in rural Indonesia, are pivotal in alleviating
poverty by providing direct financial support
to vulnerable households. Programs like the
Rice for the Poor Program (Raskin) and the
Family Hope Program (PKH) aim to address
immediate needs while fostering long-term
improvements in living standards. Raskin
provides subsidized rice to low-income
families, improving food security, while PKH
offers cash transfers conditional on health and
education, promoting welfare and human
capital development [13]. Additionally, the
Non-Cash Food Assistance (BPNT) program
aims to stimulate local economies by
providing food support [14]. However, the
effectiveness of these subsidies is contingent
upon robust legal and institutional
frameworks that ensure transparency and
equitable  distribution.  Challenges in
implementation include bureaucratic
inefficiencies, as corruption and poor policy
enforcement dilute the impact of subsidies
(Salsabila et al., 2024). Data inaccuracy further
hinders effective distribution, as
misidentification of beneficiaries leads to
ineffective  targeting [13]. = Moreover,
successful
participation and monitoring by local
communities to enhance accountability and
effectiveness [15].
2.2. Infrastructure Development and Poverty
Reduction

Infrastructure development is crucial
for poverty reduction, particularly in rural

programs require  active

areas where deficiencies in basic services
hinder economic growth and access to
essential services. Recognizing this need, the
Indonesian government has committed to
significant infrastructure projects under
national plans. Infrastructure investments,
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such as roads and electricity, enhance market
access and stimulate local economies, leading
to increased agricultural productivity and job
creation [16]. Studies indicate that rural
infrastructure investment (RII) positively
affects income, with production infrastructure
yielding greater benefits than living
infrastructure [17]. Effective infrastructure
planning  requires active = community
participation and transparency to ensure that
projects meet local needs [18]. Engaging
communities in the planning process can
optimize resource use and enhance project
outcomes, fostering a sense of ownership and
Additionally, legal
frameworks governing land acquisition and
environmental protection are essential for the
successful implementation of infrastructure
projects [19]. A well-structured regulatory

accountability.

environment can facilitate public-private
partnerships, ensuring that benefits reach the
intended rural populations.
2.3. Fiscal Decentralization and Poverty
Reduction

Fiscal decentralization in Indonesia,
initiated by Law No. 22/1999, aims to
empower local governments to address
community needs effectively by enabling
them to allocate resources more efficiently
and implement targeted programs. However,
the success of this initiative depends on legal
frameworks, local government capacity, and
political commitment. Effective revenue-
sharing and local tax collection are crucial for
local governments to function autonomously,
while legal provisions must ensure equitable
distribution of resources to prevent
disparities between regions [20]. Local
governments with strong
management and governance performance
are better positioned to enhance regional
capacity-building
initiatives essential to address human
resource gaps and improve service delivery
[20], [21]. Additionally, political commitment

financial

autonomy, making

to prioritize poverty alleviation plays a vital
role in the success of fiscal decentralization
[22]. Engaging with communities to tailor
programs that meet specific local needs

further  strengthens the impact of
decentralization efforts [23].
2.4. Theoretical Framework: Legal and Policy
Dimensions

The normative juridical perspective
emphasizes the critical role of legal
frameworks in shaping effective poverty
reduction strategies, highlighting that the
success of such policies depends on their
design, enforcement, and alignment with
human rights standards. In Indonesia, the
interplay between national and local legal
frameworks significantly influences poverty
alleviation efforts, necessitating a thorough
evaluation of legal dimensions related to
subsidies, infrastructure, and fiscal
decentralization. Legal norms must promote
accountability and protect the rights of
vulnerable populations, as highlighted by
Arimoro's analysis of the role of law in
poverty eradication [24]. Effective poverty
alleviation requires precise legal guidelines to
ensure targeted assistance, as discussed by
[25]. Additionally, the rule of law is essential
for equitable opportunities, with Khanam
emphasizing its role in addressing systemic
inequalities that perpetuate poverty [26].
Legal empowerment and transparency are
crucial for fostering public participation and
accountability = in  poverty  alleviation
programs [26]. However, despite the potential
of legal frameworks, barriers such as
inadequate access to justice can hinder
poverty reduction efforts, as noted by Lukoji
[27]. Moreover, the effectiveness of legal
measures is often undermined by political
and institutional challenges, necessitating a
comprehensive approach to governance and
law enforcement.
2.5. Gaps in the Literature

While numerous studies have
addressed  the  relationship  between
government subsidies,
development, fiscal decentralization, and
poverty reduction, few have focused on a

infrastructure

comprehensive legal analysis of these factors
in the context of rural Indonesia. Existing
literature tends to examine these issues from
economic, political, or developmental
perspectives, often neglecting the role of legal

Vol. 3, No. 01, February 2025: pp. 146-154



West Science Journal Economic and Entrepreneurship

O 150

frameworks in shaping the effectiveness of
poverty reduction programs. This gap in the
literature underscores the need for a
normative juridical analysis that evaluates
how Indonesia’s laws and regulations govern
and influence these interventions, particularly
in rural contexts.

Furthermore, while studies have
acknowledged the potential of fiscal
decentralization and infrastructure
development to reduce poverty, there is
limited research on how legal barriers, such as
land rights and local governance structures,
impact the implementation of these policies.
This research aims to fill this gap by providing
a detailed legal analysis of the frameworks
that underpin government subsidies,
infrastructure  development, and fiscal
decentralization,  offering a  deeper
understanding of their effectiveness in
reducing poverty in rural Indonesia.

3. METHODS

3.1. Research Design

The study follows a qualitative
research design using a normative juridical
approach, which is particularly suitable for
understanding the legal dimensions of
poverty reduction strategies. The focus is on
evaluating how Indonesia’s legal
frameworks, such as laws on government
subsidies, infrastructure development, and
fiscal decentralization, affect the
implementation and effectiveness of poverty
alleviation efforts in rural areas. This design
allows for a comprehensive exploration of the
legal texts, policies, and institutional
mechanisms in place.

The study is also descriptive in
nature, aiming to provide a detailed
understanding of the legal and policy
landscape in Indonesia related to rural
poverty reduction. By identifying gaps,
inconsistencies, and areas for improvement in
the legal structures, the research contributes
to the body of knowledge on the role of law in
poverty alleviation.

3.2. Data Collection

This study utilizes secondary data
from Indonesia's legal and  policy
frameworks, including laws on poverty
reduction (e.g., Law No. 13/2011, PKH, and
Raskin), infrastructure development (e.g.,
Law No. 38/2004 and Law No. 17/2007), and
fiscal decentralization (e.g., Law No. 22/1999
and Law No. 33/2004). Additional sources
include government reports such as RPJMN,
Ministry of Public Works annual reports, BPS
poverty statistics, and Ministry of Finance
documents on fiscal decentralization. Insights
will also be drawn from scholarly articles,
books, and international reports (e.g., World
Bank, ADB, and UNDP). The analysis focuses
on legal texts, institutional practices, and
policy implementations to understand their
impact on rural poverty reduction in
Indonesia.
3.3. Data Analysis

The study uses a normative juridical
methodology, beginning with a textual
analysis of legal provisions on subsidies,
infrastructure, and fiscal decentralization to
assess their alignment with rural poverty
reduction goals. A comparative analysis with
frameworks from countries like India and the
Philippines identifies best practices, while
policy evaluation examines implementation
challenges such as inefficiency, corruption,
and legal inconsistencies. The study
concludes by identifying gaps in existing
frameworks and proposing recommendations
to enhance the effectiveness of legal and
policy measures for rural poverty reduction in
Indonesia.

4. RESULTS AND DISCUSSION

4.1. Government Subsidies and Poverty
Reduction

Government subsidies, particularly
those targeting low-income households in
rural areas, play a crucial role in poverty
alleviation. The study found that the legal
frameworks governing subsidies, such as the
Program Keluarga Harapan (PKH) and the
Raskin (Rice for the Poor) program, have been
pivotal in providing direct financial support
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to disadvantaged families. The regulations
surrounding these subsidies, as outlined in
Law No. 13/2011 on Poverty Reduction and
related provisions, emphasize the importance
of targeting the most vulnerable groups.

However, the study also found
significant gaps in the legal implementation
and enforcement of these subsidy programs.
While the regulations on subsidies are
comprehensive, the mechanisms for ensuring
the efficient distribution of subsidies to rural
populations often face challenges, including:

1) 1Bureaucratic inefficiency:
Administrative delays and
inefficiencies at the local level prevent
timely disbursement of subsidies.
This is particularly problematic in
remote areas where local government
agencies may lack the capacity or
resources to implement poverty
reduction programs effectively.

2) 2Corruption and misallocation: There
have been reports of corruption and
the misallocation of subsidy funds,
especially in rural areas where
oversight is limited. These issues
undermine the intended impact of
subsidies and prevent resources from
reaching the neediest families.

3) Inadequate coverage: While subsidy
programs are well-intended, they
often fail to cover all those in need.
The eligibility criteria for subsidies
are rigid and sometimes exclude
certain vulnerable populations, such
as informal sector workers,
indigenous groups, or people living
in geographically isolated areas.

The study concludes that while
government subsidies have a positive effect
on poverty reduction in rural areas,
improvements in the legal and administrative
frameworks are necessary to ensure better
targeting, distribution, and oversight of these
programs.

4.2. Infrastructure Development and Its Legal
Impact on Poverty Alleviation

Infrastructure development is a key
component of poverty reduction in rural
areas, as it provides essential services such as

access to clean water, roads, electricity, and
communication  networks.  The legal
framework infrastructure
development, including Law No. 38/2004 on
Road and Law No. 17/2007 on the National
Long-Term Development Plan, emphasizes
the need for infrastructure to foster equitable
development across all regions.

The study found that infrastructure
development has been instrumental in

governing

improving the livelihoods of rural
communities by enhancing access to markets,
education, and healthcare. For example:

1) Improved access to markets: Rural
infrastructure development, such as
the construction of rural roads, has
facilitated easier access to markets,
allowing farmers to sell their produce
at higher prices and reduce
transportation costs. This has led to
increased incomes and economic
opportunities for rural households.

2) Better access to education and
healthcare: The development of rural
infrastructure, including roads and
electricity, has improved access to
educational and healthcare services,
thereby increasing human capital
development in rural areas.

Despite these positive outcomes, the
study found several legal and institutional
challenges that hinder the effectiveness of
infrastructure development in rural poverty
reduction:

1) Legal and regulatory barriers:
Although there are laws aimed at
promoting infrastructure
development, issues such as land
acquisition disputes, delays in project
implementation, and inadequate
coordination between national and
local governments often delay
infrastructure projects. Law No.
2/2012 on Land Acquisition for Public
Interest is particularly relevant, as it
outlines the legal framework for land
acquisition for infrastructure projects,
but the process can be lengthy and
contentious, especially in rural areas
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where land ownership is often

informal.
2) 2Funding limitations: Legal
frameworks on infrastructure

funding, including the allocation of
funds through the APBN (National
Budget) and APBD (Regional
Budget), often face constraints.
Inadequate budgetary allocations for
rural infrastructure projects mean
that many essential projects remain
unfunded or incomplete, which
delays the positive impacts of
infrastructure on poverty reduction.
3) Environmental and social concerns:
Legal provisions for environmental
sustainability and social justice in
infrastructure  development are
sometimes insufficiently enforced,
leading to negative environmental
impacts, displacement of local
communities, and the
marginalization  of  indigenous
populations. Law No. 32/2009 on
Environmental  Protection  and
Management requires the
environmental impact assessment
(EIA) for major infrastructure
projects, but implementation remains
weak in rural areas, where
enforcement is often lacking.
In conclusion, infrastructure
development has a significant positive effect
on poverty alleviation in rural Indonesia, but
legal reforms are necessary to address
regulatory  barriers, improve funding
mechanisms, and ensure social and
environmental sustainability.
4.3. Fiscal Decentralization and Its Impact on
Poverty Reduction
Fiscal decentralization refers to the
transfer of fiscal responsibilities and resources
from central to local governments, aiming to
improve the delivery of public services,
including poverty reduction efforts. By
allowing local governments to tailor
interventions to the specific needs of their
communities, decentralization is expected to
enhance efficiency and responsiveness. In
Indonesia, the legal foundation for fiscal

decentralization is established through Law
No. 22/1999 on Regional Autonomy and Law
No. 33/2004 on Fiscal Balance, which regulate
the distribution of fiscal authority and
resources between central and local
governments. However, the impact of fiscal
decentralization on poverty reduction in rural
areas has been mixed, influenced by both its
positive effects and inherent challenges.

On the positive side, fiscal
decentralization has empowered local
governments to design policies that directly
address community needs. Local leaders,
being more familiar with the socioeconomic
challenges of their regions, can allocate
resources more effectively to poverty
reduction initiatives such as education,
healthcare, and infrastructure development
[28]. Additionally, the transfer of fiscal
authority has led to increased local spending
on social programs, enhancing the
effectiveness of poverty alleviation efforts
tailored to local contexts [29]. In some cases,
this has resulted in tangible improvements in
poverty indicators, particularly where local
governments have the capacity and political
commitment to implement well-targeted
interventions.

Despite these benefits, several
challenges hinder the full potential of fiscal
decentralization. Revenue disparities
between regions remain a significant issue, as
wealthier urban areas generate more fiscal
resources, while poorer rural areas struggle
with  limited  revenue, exacerbating
inequalities in service delivery [30].
Furthermore, weak local governance,
characterized by inefficient management,
corruption, and limited administrative
capacity, undermines the effectiveness of
poverty reduction programs [31]. The existing
legal framework, including Law No. 33/2004,
does not fully address issues related to
revenue-sharing and fiscal equalization,
leading to coordination difficulties between
central and local governments. While fiscal
decentralization has contributed to poverty
reduction in some areas, overcoming these
structural and governance-related obstacles is
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essential for ensuring more equitable and
effective poverty alleviation across Indonesia.
4.4. Discussion

The findings indicate that
government subsidies, infrastructure
development, and fiscal decentralization have
positively impacted poverty reduction in
rural Indonesia, but these efforts are hindered
by legal, administrative, and governance
challenges. Strengthening the legal and
institutional framework for subsidies is
critical, with reforms aimed at improving
targeting, disbursement, and oversight
mechanisms.  Enhancing  transparency,
reducing corruption, and ensuring subsidies
reach the most vulnerable populations are
essential steps for increasing their
effectiveness.

Furthermore, legal reforms for
infrastructure development are needed to
streamline land  acquisition, improve
intergovernmental coordination, and bolster
funding mechanisms for rural projects.
Environmental and social safeguards must be
strengthened to mitigate adverse impacts on
local communities. Fiscal decentralization
reforms should prioritize equitable resource
distribution, enhance local governance
capacity, and central-local
government collaboration, particularly in
rural areas with limited revenue-generating
capacity. These measures are vital for

improve
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