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Abstract: This paper explores the accident insurance system in Indonesia in which the fund is 
collected through compulsory contribution from vehicle owners to cover victims of traffic 
accidents. It criticizes the system for being outdated in concept and contains a serious 
common cost phenomenon. The determination of the rate of compensation and hence the 
contribution is arguably low which practically has little effect on the safety consciousness 
among road users. Institutionally, Jasa Raharja, a state owned company, has become a less 
responsive organization for being the only party managing the fund on a monopoly basis. The 
study suggests to reform the above system into a third party-insurance scheme as applied in 
many countries so that a more accountable system can be created. Higher value of 
compensation leading to high premium would suggest the drivers to drive more carefully, and 
more funding can likely be made available. 
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1. INTRODUCTION 
 
Traffic accidents place a serious issue in ASEAN countries. Being the largest country in the 
region, Indonesia still have to work hard to properly manage the road safety problems in the 
rapid motorization period as it is now. In 2007, 16,548 fatalities and 66.060 injuries were 
recorded. Traffic accidents bring a remarkably large impact on social and economic life of the 
society. In Indonesia it is presumed that accidents had resulted in loss amounting about 3% of 
GNP in 2006. They give impacts on: (1) hospital and health care cost; (2) loss of productivity 
of the casualties, and (3) properties, road furniture and infrastructure damages. The 
government of Indonesia protects the public from traffic accident loss through the 
implementation of the Law Number 33 and the Law Number 34 Year 1964 on Road Accident 
Fund, the management of which is conducted by Jasa Raharja, a state owned insurance 
company. 
 
The idea of fund may look like accident insurance system in most developed countries. The 
accident fund is collected through compulsory contribution from vehicle owners to cover 
victims of traffic accidents. The current amount of compensation for traffic accident fatality is 
Rp 25 million (US$26,000), and for other casualties is up to Rp 12.5 million (US$ 13,000). 
The estimate of road accident fund collected in the period 2000 - 2007 is Rp 8.7 trillion 
(US$ 0.9 billion) and the amount of fund distributed for the traffic casualty compensation 
is only Rp 1.57 trillion, i.e. 18 % from the total fund available. The balance of the fund, 
managed by Jasa Raharja, is Rp 7.17 trillion (2000 Ð 2007). At present, Jasa Raharja has not 
allocated any funds for a systematic accident-reduction program, especially for accident 
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prevention program. Considering the great amount of balance mentioned, it is possible to use 
it as one of the funding sources for road transportation safety program. 
 
In the Presidential Instruction No. 6 of 2007, it has been established that in the effort to 
improve the infrastructure maintenance and transportation safety management the Ministry of 
Transportation shall motivate the establishment of the National Transportation Safety Board 
for service and safety quality in transportation sector. In addition, the Ministry of 
Transportation shall design and establish the Road Safety Management Program in order to 
improve the human resource quality related to transportation safety. To be able to perform its 
duty and authority, the Transportation Safety Board needs operational fund for road safety 
management that shall be provided by the government playing role as the road transportation 
developer. Nevertheless, other alternative financial resources, outside the Government budget, 
shall be sought in order to maintain the sustainability of the transportation safety 
management. 
 
Based on the facts as explained above, the topic of road safety program becomes a topic that 
shall be planned deeply. In developing countries, including Indonesia, road safety program is 
considered as a serious matter because of three reasons: (1) the lack of attention to road safety 
problems; (2) the lack of institutional capacity to manage road safety programs; and (3) the 
lack of fund available to run the road safety programs. 
 
This paper explores the accident insurance system in Indonesia in which the fund is collected 
through compulsory contribution from vehicle owners to cover victims of traffic accidents. It 
criticizes the system for being outdated in concept and contains a serious common cost 
phenomenon. 
 
 
2. ROAD SAFETY FINANCING IN INDONESIA 
 
The Government of Indonesia, through Jasa Raharja, has tried to protect the public from 
suffering any loss resulted from traffic accident by establishing Law No. 33 and Law No. 34 
of 1964. The protection to the public from any loss resulted from traffic accident is arranged 
in two mechanisms. First, Enforcement of Compulsory Contribution of Accident Compulsory 
Insurance Fund System as commanded in the Law No. 33 of 1964. The law states that every 
legal passenger of public motor vehicle, train, airplane, national aviation corporation and ship 
of shipping corporation/national shipping, shall pay contribution through the related 
employer/owner in order to cover all financial effects resulted from passenger accident during 
the travel. The compulsory contribution the legal passengers pay shall be considered as 
premium for compensation related to death and permanent disabilities. The amount of the 
compulsory contribution of insurance fund varies from Rp 60.00, for land public 
transportation passenger, to Rp 5,000.00, for air public transportation passenger. The 
compensation given to passenger toward accident happened in public transportation varies 
from Rp 1,000,000.00, for passenger who dies in an accident who has no beneficiary, to Rp 
10,000,000.00, for passenger who dies in an accident who has beneficiary. Second, 
Compulsory Contribution of Road Accident Fund System as commanded in the Law No. 34 
of 1964. The law states that employer/owner of road traffic transportation means shall submit 
compulsory contribution on annual basis that the amount is established through Governmental 
Regulation. The Law No. 34 of 1964 regulates the compulsory contribution charged to the 
owners of corporation o r vehicle. The payment can be made through Vehicle Registration 
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office, i.e. when the vehicle owner renews the motor vehicle license, or through Jasa Raharja, 
paid by the employer by the end of June of the current year. The amount of Compulsory 
Contribution of Road Traffic Accident Fund (SWDKLLJ) is established in the Decree of 
Minister of Finance No. 416 of 2001, varying from Rp 10,000.00, for construction heavy 
vehicle, to Rp 80,000.00, for vehicle with cylinder capacity of more than 2,400cc. The 
amount of compensation is the same as that for Enforcement of Compulsory Contribution of 
Insurance Fund System. 
 
Compared to the price of passenger ticket, the amount of accident insurance contribution 
ranges from 2%-10% of the ticket price, amounting between Rp 25.00 and Rp 5,000.00 per 
passenger. Furthermore, the compensation given to the casualty ranges from Rp 1,000,000.00 
to Rp 50,000,000.00 per casualty. It seems that the contribution collected by and contribution 
paid by Jasa Raharja is relatively small in number. 
 
In accordance to the Governmental Regulation No. 17 of 1965, both compulsory contribution 
of passenger accident compulsory insurance fund paid by the passenger through the public 
transportation employer and compulsory contribution of road traffic accident fund paid by the 
public transportation employer or motor vehicle owner will be completely managed and 
controlled by a state-owned corporation. The fund will be refunded to the community in the 
form of compensation for any loss resulted from accident. The payment of the compensation 
shall be performed in accordance to the procedure established in Article 7 of the 
Governmental Regulation No. 18 of 1965. 
 
 
3. ROAD SAFETY FINANCING IN SELECTED COUNTRIES 
 
There is a large variety of road safety financing in different countries. In developing 
countries most of the funding comes from state budget as safety is well acknowledged as a 
public threat similar to security sector. The low level of public awareness on road safety in 
developing countries put this sector is a low level of priority in the government budget. 
Unless a costing analysis in conducted to proof the benefit of improving road safety, 
developing countries is often suffer economically due to the loss of human resources due to 
road accidents. 
 
3.1 New Zealand 
Since 1953 New Zealand had already a Road Fund and experienced several restructurizations 
of its form until the latest one in 2004 when the scheme is then known as National Land 
Transport Fund (NLTF). The money comes from several sources: fuel tax, weight -distance 
fee imposed on diesel vehicles, road user charges, vehicle registration fee, and GST (Goods 
and Services Taxes) compensation. The accumulated fund is kept in a separate account from 
general revenue. 
 
Before 2004, funds for road safety was obtained from 15% allocation of total revenue (by the 
order of Ministry of Finance) from road sector and administered by Land Transport Safety 
Authority (LTSA) under Ministry of Transport. The fund was used to finance traffic 
education and publicity, strengthening police enforcement and road maintenance. After 2004 
LTSA was replaced by Land Transport New Zealand and the fund was changed into NLTF. 
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3.2 United Kingdom 
Road safety funding in the UK is obtained from several sources: general tax revenue, traffic 
violation fines, fee charged on insurance premium, revenue from road user charges and 
private sector sponsors. Road safety management is carried out by Directorate of 
Environment and Road Safety. The main road safety programs include: coordinating safety 
policies, managing speed, vulnerable road users, training and testing drivers, researches on 
driver behavior, publicity and road safety for children. 
 
3.3 Ghana 
Road transport safety in Ghana is financed by several sources: fuel tax on petrol and diesel, 
vehicle licenses fee, toll and road user charges also for ferry transport, international transit 
fee. The fund is administered by Ministry of Roads and Highways. The utilization of fund is 
audited annually by an external auditor. In 1997, Road Fund Board (RFB) was established 
comprising of five members from public sector and eight members from private and 
representatives from road users. 
 
3.4 Global Road Safety Partnership (GRSP) 
At the global level, an internationally-independent organization called GRSP was founded in 
2000 to respond to the escalating numbers of road accidents especially in developing 
countries in response to the high motorization due to the improving global economy. GRSP 
was promoted by international organization like the World Bank and IMF and supported 
financially by international private company like Daimler-Chrysler, Shell, 3M, BP and many 
other private companies including some airlines. GRSP focuses its program on several target 
countries mostly developing countries. In ASEAN it includes Thailand, Vietnam and Laos. 
 
3.5 Private Sector Participation 
It is evident that there is a trend on road safety financing that formerly large involvements 
from government and public sector were very common, but the emerging role of private 
sector is quite visible in the latter stage and it is still now. This phenomenon is interesting 
especially for developing countries because there are many multi-national companies in the 
world which are interested in participating to finance road safety programs in many different 
parts of the world. 
 
 
4. ASSESSING ROAD SAFETY FUND IN INDONESIA 
 
In developing countries like Indonesia, financing road safety activities or programs is often 
seen as the “cost centre” as if there are no clear benefits arising from it. Hence, road safety 
activities are not popular amongst transport officials. As a result, little funding is commonly 
available in the government budget to finance programs to improve traffic safety. Situations 
get worse as the wave of decentralization spread the country especially since Decentralization 
Act was launched in 1999. Local governments very often feel that road safety is not their 
responsibility. To them it is obvious that there is no direct benefit of improving road safety in 
their region. 
 
It is however true that both the traffic accident casualties and the community in general will 
suffer material loss resulted from the accident. Therefore, the government has the obligation 
to protect the community from suffering loss resulted from traffic accident. 
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4.1 System of Compulsory Insurance Fund for Passenger Accident 
The compulsory compensation system related to government’s duty to give compensation to 
the accident casualty of public transportation is regulated in Law Number 33 of 1964. The law 
states that every legal passenger of public motor vehicle, train, airplane, national airways 
company and ship of shipping company/national shipping company shall pay contribution 
through the related employer/owner in order to cover all financial consequences resulted from 
passenger accident during the travel. 
 
Furthermore, the compulsory compensation submitted by the legal passengers as mentioned 
above shall be considered as the premium to compensate all loss related to death and 
permanent disabilities. The premium is paid in the same time the passengers by the ticket. 
 
Table 1 and 2 present the amount of contribution and compensation as regulated in the Decree 
of Minister of Finance No. 415 of 2001. 
 

Table 1 The compulsory contribution of passenger road accident fund 
No. Public Vehicle Amount (Rp) 

1.  Land public transportation passenger:
a. Public motor vehicle 
b. Train 

 
60.00 

120.00 
2. River/lake public transportation passenger: 

a. Transportation fare up to Rp 250.00 
b. Transportation fare more than Rp 250.00 

 
100.00 
200.00 

3. Ferry/crossing and sea public transportation passenger: 
a. Transportation fare up to Rp 2,500.00 
b. Transportation fare more than Rp 2,500.00 up to Rp 5,000.00 
c. Transportation fare more than Rp 5,000.00 up to Rp 10,000.00 
d. Transportation fare more than Rp 10,000.00 up to 25,000.00 
e. Transportation fare more than Rp 25,000.00 

 
100.00 
200.00 
400.00 
800.00 

2,000.00 
4. Air transportation passenger 5,000.00 

Source: Jasa Raharja 
 

Table 2 Accident compensation for public transportation passenger 
No. Type of Casualty Amount (Rp) 

1.  Land, river/lake, ferry/crossing, and sea public transportation passenger 
a. Beneficiary of passenger who dies in an accident 
b. Passenger who needs care and treatment 

 
25,000,000.00 
10,000,000.00 

2. Air public transportation passenger 
a. Beneficiary of passenger who dies in an accident 
b. Passenger who needs care and treatment 

 
50,000,000.00 
25,000,000.00 

3. Passenger died when he/she is in land, river/lake, ferry/crossing, sea and 
air public transportation and who has no beneficiary (given as funeral 
cost) 

2,000,000.00 

Source: Jasa Raharja 
 

As depicted in Table 2, the passengers suffering permanent disability deserve to get 
compensation that the amount is calculated based on the percentage number, as determined in 
article 3 of paragraph 10 of the Governmental Regulation No. 17 of 1965, from the amount of 
compensation for death. 
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4.2 System of Compulsory Contribution of Road Traffic Accident Fund as Commanded 
in Law No.34 of 1964 

To protect non-public transportation passenger suffering accident, the government has 
established to collect some amount of money through compulsory contribution of road traffic 
accident fund as regulated in Law Number 34 of 1964. The law states that employer/owner of 
road transportation vehicles shall pay the compulsory contribution annually that the amount is 
determined in the Governmental Regulation. The exception of the duty includes motorcycle 
and bumblebee cycle with cylinder capacity up to 55 cc. In addition, employer/owner of 
motor vehicle/bumblebee cycle with cylinder capacity up to 55 cc, ambulance vehicle, fire 
vehicle, corpse vehicle and train are also excluded from the duty. 
 
Table 3 and 4 present the amount of Compulsory Fee of Road Traffic Accident Fund 
(SWDKLLJ) as determined in the Decree of Minister of Finance No. 416 of 2001. 

 
Table 3 Compulsory fee of road traffic accident fund 

No. Vehicle Type Amount (Rp) 
1.  Tractor, bulldozer, forklift, excavator, crane and the like 10,000.00 
2. Motorcycle, bumblebee cycle and scooter with cylinder capacity (cc) of 

more than 50 up to 250 and three-wheel motor vehicles 
19,000.00 

3. Motorcycle and scooter with more than 250 cylinder capacity 40,000.00 
4. Pick up/goods-transporting car with cylinder capacity up to 2,400; sedan 

and non-public transportation passenger car 
70.000,00 

5. Public transportation passenger car with cylinder capacity up to 1,600 40,000.00 
6. Non-public transportation bus and micro-bus 75.000,00 
7. Public transportation bus and micro-bus and other public transportation 

passenger cars with more than 1,600 cylinder capacity 
50,000.00 

8. Truck, tank car, coupled car, good-transporting car with cylinder 
capacity of more than 2,400; container truck and the like 

80.000,00 

Source: Jasa Raharja 
 

Table 4 Compensation for road traffic accident casualty 
No. Casualty Condition Amount (Rp) 

1.  Beneficiary of fatal casualty 25,000,000.00 
2. Casualty who needs care and treatment 10,000,000.00 
3. Fatal casualty who have no beneficiary (given as funeral cost) 2,500,000.00 

Source: Jasa Raharja 
 
4.3 Mechanism of Accident Insurance Fund Claim 
The road traffic accident fund collected from the community is managed by Jasa Raharja that 
subsequently will be returned to the community in the form of road accident casualty 
compensation. The person who deserve to receive the compensation, in accordance to the 
valid regulation, are those who are outside the road traffic transport causing the accident, the 
casualty of the traffic accident. 
 
Meanwhile, the fund is paid based on the following conditions: 
a. If the casualty die within 365 days after the related accident because of the direct impact 

of the accident. 
b. If the casualty suffers permanent disabilities within 365 days after the related accident 

because of the direct impact of the accident. 
c. If there are medical care and treatment costs which is needed for the casualty because of 
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the direct impact of the accident, which is spent from the first day after the accident to 365 
days after the accident at maximum time span. 

d. If the casualty who dies in the accident has no beneficiary, funeral compensation cost 
shall be given to those who organize the funeral. 

 
For the purpose of claim, the claimant shall submit several documents of evidence such as 
document of verbal process from the traffic police, court pronouncement, certificate from 
doctor, and other necessary documents needed for validation of fact of death or injury. 
 
4.4 Surplus-Deficit of Fund Management 
In accordance to the Governmental Regulation No. 17 and Governmental Regulation No. 
18 year 1965, both Compulsory Contribution of Passenger Accident Compulsory Insurance 
Fund paid by the passengers through public transportation operator and Compulsory 
Contribution of Road Traffic Accident Fund paid by public transportation operator or motor 
vehicle owner shall be completely managed by a State-owned Corporation in accordance to 
Law No. 19 of 1960 regarding State -Owned Corporation specifically assigned by Minister. 
The corporation, in this case, is Jasa Raharja. 
 
The estimated number of fund collected from the public through SWDKLLJ can be calculated 
using the following formula: 

 
ΣSWDKLLJ = Σ number of vehicle x SWDKLLJ/vehicle 

 
Based on the formula above, the number of SWDKLLJ fund depends on two variables: 

a. Number of vehicle 
b. SWDKLLJ tariff per vehicle 

 
The number of vehicle from 2002 to 2005, as registered in the Indonesian Police, is presented 
in the following table. 

 
Table 5 National number of motor vehicle in 2000-2005 (unit) 

Vehicle Type 2000 2001 2002 2003 2004 2005 
Passenger car 3,038,913 3,261,807 3,862,579 5,113,746 6,748,762 7,484,175 
Bus 666,280 687,570 731,990 1,270,020 2,013,176 2,413,711 
Truck 1,707,134 1,759,747 2,015,347 3,058,218 4,260,889 4,573,864 
Motor-cycle 13,563,017 15,492,148 18,061,4141 23,312,945 28,963,987 33,193,076 

Source: Indonesian National Police, 2006 
 
Based on the table above, the computation on the average growth rate of vehicle number per 
year and the estimation of vehicle number in the future can be performed as presented in the 
following tables. 
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Table 6 Growth rate of vehicle number 
Year Passenger Car Bus Truck Motorcycle 

2000 (unit) 3,038,913 666,280 1,707,134 13,563,017
2001 (unit) 3,261,807 687,570 1,759,747 15,492,148
% of increase (decrease) 7.33 3.20 3.08 14.22
2002 (unit) 3,862,579 731,990 2,015,347 18,061,414
% of increase (decrease) 18.42 6.46 14.52 16.58
2003 (unit) 5,133,746 1,270,020 3,058,218 23,312,945
% of increase (decrease) 32.91 73.50 51.75 29.08
2004 (unit) 6,748,762 2,013,176 4,260,889 28,963,987
% of increase (decrease) 31.46 58.52 39.33 24.24
2005 (unit) 7,484,175 2,413,711 4,573,864 33,193,076
% of increase (decrease) 10.90 19.90 7.35 14.60
Average % of increase (decrease) 20.20 32.3 1 23.20 19.74

Source: Indonesian National Police, 2006, processed data 
 

Table 7 Estimation of vehicle number until 2010 
Year Passenger Cars Buses Trucks Motorcycles 

2005 7,484,175 2,413,711 4,573,864 33,193,076 
2006 8,996,258 3,193,673 5,635,224 39,747,040 
2007 10,813,838 4,225,671 6,942,871 47,595,084 
2008 12,998,637 5,591,148 8,553,956 56,992,721 
2009 15,624,847 7,397,861 10,538,891 68,245,919 
2010 18,781,649 9,788,393 12,984,428 81,721,059  

 
The estimation of accident fund income collected from SWDKLLJ which is managed by Jasa 
Raharja from 2000 to 2005 can be seen in the following table. 

 
Table 8 The number of accident fund managed by Jasa Raharja in 2000-2005 (million) 
Vehicle Type 2000 2001 2002 2003 2004 2005 

Passenger car 212,723.9 228,326.5 270,380.6 359,362.2 472,413.4 523,892.3
Bus 39,976.8 41,254.2 43,919.4 76,201.2 120,790.6 144,822.7
Truck 136,570.7 140,779.7 161,227.7 244,657.1 340,871.2 365,909.2
Motorcycle 257,697.4 294,350.8 343,166.8 442,945.9 550,315.8 630,668.5
Total 646,968.8 704,711.3 818,694.6 1,123,166.8 1,484,390.8 1,665,292.5
Estimated Com- 
pensation Paid (80%) 

817,575.1 563,769.1 654,955.6 898,533.5 1,187,512.7 1,332,234.0

 
In accordance to the data provided by the Indonesian Police, the number of accident and 
number of road accident casualty can be seen in the following table: 

 
Table 9 The occurrence of road transportation accident 

Description 2000 2001 2002 2003 2004 2005 
Number of occurrence 12,649 12,791 12,267 13,399 17,732 20,623 
Fatal Casualty 9,536 9,522 8,762 9,858 11,204 11,601 
Serious Injury Casualty 7,100 6,656 6,012 6,142 8,983 9,891 
Slight Injury Casualty 9,518 9,181 8,925 8,694 12,084 12,326 
Material Loss (Million 
Rp) 

36,280.9 37,616.4 41,029.9 45,778.2 53,045.6 55,260.0 

Source: Indonesian Police (Polri), 2006 
 
Furthermore, the number of compensation paid from 2000 to 2005, computed based on 
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the data presented in Table 9 and using the valid compensation tariff determined by Jasa 
Raharja, is presented in Table 10. 

 
Table 10 The compensation paid for road transportation accident (Million-Rp) 

Description 2000 2001 2002 2003 2004 2005 
Fatal Casualty 95,360 95,220 87,620 98,580 112,040 116,100 
Serious Injury Casualty 53,250 49,920 45,090 46,065 67,372 74,182 
Slight Injury Casualty 23,795 22,952 22,312 21,735 30,210 30,815 
Total of Compensation 172,405 68,092 115,022 166,380 209,622 221,097  
 
The followings are formulas used to calculate the compensation tariff for serious and light 
injury casualties. 
 
Average tariff = minimum + maximum  

2 
Serious injury = Rp 5,000,000.00 + Rp 10,000,000.00  

    2 
  = Rp 7,500,000.00 
Slight Injury = Rp 0.00 + Rp 5,000,000.00  

  2 
  = Rp 2,500,000.00 
 
Based on the data of the amount of SWDKLLJ and compensation fund as mentioned above, 
the amount of surplus (deficit) of SWDKLLJ fund managed by Jasa Raharja for 2000 – 
2005 can be computed. The result is presented in Table 11. 

 
Table 11 Financial analysis of SWDKLLJ management (2000-2005) 

Description 2000 2001 2002 2003 2004 2005 
Estimated Total 517,575 563,769 654,955 898,533 1,187,512 1,332,233
SWDKLJJ (Million       
Rp)   
Estimated Total of 172,405 168,092 155,022 166,380 209,622 221,097
Compensation (Million       
Rp)   
Surplus (Deficit) 365,170 395,676 499,933 732,153 977,890 1,111,136 
(Million Rp)        
 
 
5. DISCUSSION 
 
5.1 Program Coverage 
In accordance to the study on management system of funds related to road traffic accident, it 
seems that there are patterns that have not supported the efforts to prevent the occurrence of 
traffic accident. The resource potential of community fund, collected through compulsory 
donation and compulsory contribution, can be managed to organize safety programs. After 
it is studied deeply based on the valid mechanism in accordance to the law as mention above, 
several weaknesses can be identified as follows: 
(1) disability to enforce the law as social engineering tool; 
(2) with the existing valid system, the amount of contribution or donation is the same for 
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every person without considering factors that affect the risk. The only factor considered 
in determining the amount of contribution is the public transportation or vehicle type; 

(3) the amount of contribution or donation seems relatively small compared to the loss 
resulted from the accident; 

(4) the compensation for any loss resulted from traffic accident is relatively small in number. 
In fact, the compensation is merely given to casualties with death, serious injury and light 
injury criteria. The compensation is not given to recompense any material loss because of 
vehicle and other infrastructure damage; 

(5) many casualties do not receive any compensation although they comply with the 
conditions. It is possibly caused by several reasons; first, they do not submit any claim 
since they think that the compensation is relatively small in number and it is not 
proportional to the time spent and effort to submit the claim. Second, when the 
communities have submitted claim to Jasa Raharja, they commonly do not finalize the 
claim because it takes long time and the procedure is relatively unpractical. Third, many 
communities do not know that they deserve to get compensation for loss resulted from 
traffic accident after they have paid the Compulsory Contribution (IW) and Compulsory 
Donation (SW). In fact, communities do not realize that they actually have paid the IW 
and/or SW, or even know that they have rights after they meet their duties; 

(6) recently, the existing system has established that the amount of contribution and donation 
is merely based on the vehicle type; it does not contain educational elements useful for all 
road users to be more careful in taking action and to perform better behavior. The system 
applies the same amount of contribution and donation without considering road user 
behaviors and merely differentiates the amount based on the vehicle type. 

 
5.2 Common cost phenomenon 
Referring to the history behind the establishment of the Law 33 and 34 of 1964, it is 
revealed that the political and economic situation at that time was considered unstable. The 
following year there was the communist coup d’état to topple President Sukarno. It was 
stated that this law was a short term measure to respond to the need to cover the victims 
resulting from road accident in the form of a sum of fee chargeable to a vehicle owner to 
accumulate fund to compensate them. The fee is uniform for each vehicle class. 
 
Nowadays, it becomes clear that the above system inherit a serious common cost 
phenomenon. Here, a vehicle owner will pay the same fee as every others of the same vehicle 
type. This system does not promote a driver to drive safely because even when a driver does 
drive safely - does not hit anyone in one year - he or she still has to pay the same amount of 
fee. One may say that there is a cross subsidy from safe driver to the reckless driver. This 
phenomenon is quite seriously wrong in the effort to create safety awareness in the general 
public. 
 
5.3 Value of life 
The fund is mainly used to cover the compensation of road accident casualties. The 
compensation rate is extremely low to the current standard of living. The compensation for 
fatality is just Rp 10 million (US$ 1,100). The government does not set a standard value of 
live for road accident fatality or injury. For comparison, it is interesting to observe the value 
of life in the neighboring country i.e. Malaysia approximately US$ 320,000 and Singapore 
US$ 400,000. This large differing value creates a barrier for the ASEAN harmonization in 
land transport system. 
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The low compensation rate reflects the low level of fee charged to the vehicle owner. This in 
turn will be regarded as being cheap to own or operate a vehicle. For the developing country 
like Indonesia the response is reflected in the very high growth of motorcycle ownership. In 
turn, this type of vehicle is the most unsafe way to drive in the street. The more proportion of 
this type in the street the more unsafe the road system. The worse is that owners of this type 
are commonly people of lower income. It is feared that this group actually suffers more from 
road accidents and hence creates more poverty as indicated by Sutomo (2004). 
 
Looking different angle, it may be useful to try to increase the value of life reflecting in the 
compensation rate closer to the countries in the region. That means resulting in a fee of over 
250 times that the current rate. Should this option be adopted vehicle owner will surely feel 
very expensive to operate a vehicle and this may in some degree reduce the high rate of 
vehicle ownership especially motorcycles. 
 
5.4 Compensation of Claims 
Each victim of a road accident is entitled of compensation after fulfilling some administrative 
requirements. One important requirement is the police report of the accident. Table 11 shows 
the financial situation of Jasa Raharja in terms of revenue and payment for compensation. It 
is very surprising that the amount of payment to the accident victims is very low compared to 
the accumulated fund in the same year. This fact is in line with the analysis of Sutaya (2004) 
stating that only about 25% or the public aware the existence of RAF even when they know 
that the pay the RAF fee annually. Further, Febriana (1999) indicated a very low accident 
reporting by the National Police. She found that police report on total casualties is only about 
3 percent of casualties treated in the hospital. Under -reporting is a very serious matter in 
Indonesia. 
 
5.5 Inappropriate role of Jasa Raharja 
All these years, Jasa Raharja simply functions as a road safety fund cashier. It determines 
the fee based on the need for paying out the compensation, collects the fee and pays out the 
compensation to the victims when victims submit the claims. Practically, no systematic 
preventive action has been put in place. Being under the responsibility of Ministry of 
Finance, Jasa Raharja does not seem to strengthen their human resources with adequate 
knowledge on road safety. It is clear that an institutional reform is required so that the 
function of Jasa Raharja is not just responding to the claims i.e. curative actions but more 
towards investing in preventive actions so that in the long run reductions in severity of even 
reductions in the accidents can be achieved. 
 
5.6 Need for reforms 
Gradually, road safety has been attracting government attention. A series of plane crashes in 
the late 2006 and in 2007 has given a strong pressure to the government on the transport 
safety in general. This has brought some improvements at least in the recognition of the 
seriousness of the problem. Consequently, the government issued the Presidential Instruction 
No.6 of 2007 among others stating that transportation safety is a priority and it is promoted to 
establish a systematic road safety management supported by the establishment of a National 
Road Transport Safety Council (NRTSC). 
 
Learning the above fact, it is clear that a significant change on the picture of road safety in 
Indonesia is envisaged. As indicated by ADB (2005), road safety co-ordination is the weakest 
part of safety management in Indonesia. It is assumed that the establishment of NRTSC could 
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better co-ordinate safety programs and manage the resources. It is very likely that more 
government funds will be allocated to support this action. 
 
The Government can start enforcing the insurance system to all road users. The system can be 
managed in collaboration with the private party. With the insurance system proposed to 
complement the system currently enforced, the following components shall be taken into 
account: (1) the system shall be able to cover all victims, both passengers of public 
transportation vehicle and passengers of private vehicle, experiencing single accident; (2) it is 
possible to recompense the vehicle drivers involved in accident that is not caused by their 
faults. The accident might be caused by other driver fault or bad condition of the 
environment, e.g. the lack of street lighting, bad road condition; (3) the system allows to 
cover all material loss; (4) in determining the amount of premium, educational elements shall 
be involved. Consequently, reckless drivers should pay more premium than drivers who 
comply with the traffic regulations; (5) the system shall cover the public transportation crews 
other than the driver, e.g. driver assistant, conductor on public transportation. 
 
 
6. CONCLUDING REMARKS 
 
It is obvious that the Indonesia road accident fund can be considered as primitive system 
based on a very old law having circumstances much different than the current situation of 
road safety management system as in many other countries. The serious drawback of the fund 
among others are: 
(1) It covers a very low compensation rate (US$ 1,100 for fatality) for the accident victim. 

This makes the system very often ignored my motorists; 
(2) The compulsory fee is flat for each vehicle type making the system unfair because 

reckless drivers will pay the same amount of annual fee as with the safe driver; 
(3) Jasa Raharja functions only as a collecting agency of annual fee and paying out the 

compensation. Little of not no systematic preventive actions to reduce the severity or the 
number of accident are in place; 

(4) Urgent need for reforming the accident fund system as well as the Jasa Raharja as a 
safety related institution in order to improve road safety in Indonesia. 
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