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SOME BACKGROUND ON

INDONESIAN LABOUR MARKET



Indonesian Labor Market

A Dualistic Economy.
C Formal Vs Informal.
Formal 30 %, Informal 70 %

C Productive and non Productive Jobs
A Unskilled Labor.
C 55% of the labor force are graduated from primary

school or lower

A Labor Surplus Country.



Unemployment from Another Perspective

A Urban Phenomena:
Urban 12,39% (Open Unemployment Rate), 5,6 million (56%).
Rural 6,80% (Open Unemployment Rate), 4,4 million (44%).
C Unlike Poverty Phenomena
Urban 13,56 million (12,52%).
Rural 23,61 million (20,37%).

A Youth Unemployment is higher:
15-19 36,7%
20-24 23,1%
C Solution is not only creating new employment but also increases
access to higher education or training

A Unemployment problem is not always identical to poverty problem
1. High school graduates and higher is 55,55%
C Can afford to wait for a better job
2. Junior high school and lower is 44,45%
C Can not afford to be unemployed
3. 75% found job in less than 12 months, 25 % more than 12 months.
C employed but in an unproductive job and still poor



Proportion of Experienced Worker Among the Unemployed

1998 -2004 (%)

1998 | 1999 | 2000 | 2000 | 2002 | 2003 | 2004
National | 3809 3400 2889 LIS 3712 3106 3430
Utban 050 Y40 39 B0 N Bl 3847
Rural 36 2835 199 2760 LS 21000 279

Source: SAKERNAS BPS.

C They prefer to be unemployed until get a better job
C Miss match of skill

CCan not keep up with new fAenvironi



Number of Business Establishments and Workers

Category Establishments % Workers %
Micro Enterprise 18,928,220 " 83.25% 31,047,663 62.51%
Permanent Location 10,336,514 g 45.46% 21,447,768 43.18%
Not Permanent 8,591,706' 37.79% 9,599,895 19.33%
Small Enterprise 3,587,574 T 15.78% 10,608,535 21.36%
Permanent Location 2,400,168 g 10.56% 8,942,571 18.00%
Non Permanent 1,187,406' 5.22% 1,665,964 3.35%
Medium Enterprise 164,839' 0.72% 3,050,067 6.14%
Permanen 160,205 g 0.70% 3,038,318 6.12%
Tidak Permanen 4,634  0.02% 11,749 0.02%
Large Enterprise 44,0487  0.19% 4,761,776 9.59%
Permanent Location 43,459 i 0.19% 4,760,083 9.58%
Non Permanen 589 i 0.00% 1,693 0.00%
Unclassified 12,107°  0.05% 202,126 0.41%
Permanent Location 12,107 g 0.05% 202,126 0.41%
Non Permanent 0/  0.00% 0 0.00%
Total 22,736,788 100.00% 49,670,167 100.00%

Source: Ekonomic Census 2006 (BPS)



Number of Establishments and Workers
By Permanent Location and Legal Entity

Category Establishments % Workers %
Permanent Location 12.952.453 50,97% 38.390.866 11,29%
Legal Entity 1.327.801 584%  14.069.780 28,33%
Non Legal Entity 11.624.652 51,13%  24.321.086 48,97%
Non Permanent Location 9.784.335 43,03% 11.279.301 22,11%
Mobile Vendor 4.131.781 18,17% 4.535.498 9,13%
Street Vendor 3.092.983 13,60% 3.883.097 7,82%
Motorcycle Tax 1.263.511 5056% 1263511 2,54%
Market Stall/ corridors 1.296.060 5,70% 1.597.195 3,22%
Total 22.736.788  100,00%  49.670.167 100,00%

Source: Economic Census 2006 (BPS)



CHALLENGES

A Create Modern/Formal Job.

A Facilitate Workers-Movement-From Léss
Productive dob'to a'More Productive Job:

A Improve or Preserve welfare for-Workers' \Who
Stilll'Work:In The Less Productive Job.

- Decent:Work

i Rich and Pro: <-naar -Economic
Growith Tarougls Investment

- Labor Intensive Industries.

- Flexible Labor Market Policies, including
more decentralized industrial relations

- Better Human Resource

- Well designed worker training and
certification process




