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EMPLOYMENT AND INCOME DISTRIBUTION IN INDONESIA

SUMMARY AND CONCLUSIONS

Introduction

The purpose of this report is (i) to examine demographic, employ-
ment, wage and income trends in relation to past developments; (ii) to analyze
the structure and functioning of rural and urban labor markets in order to
assess their effectiveness in allocating and reallocating labor and the con-
sequent implications for the level of labor utilization, the structure of
relative wages, and the distribution of labor incomes; and (iii) to provide
a tentative formulation of the employment and income policy issues of impor-
tance in addressing the more comprehensive questions of Indonesia's longer
term development strategy.

The report provides no more than a preliminary reconnaissance of
the employment and distributive aspects of Indonesian developments. The
complexity of the issues, the regional diversity of the Indonesian economy
and the scarcity of reliable data in crucial aceas make definitive analyses
impossible. Moreover, important sources of information were available only
in prel4minary and incomplete form at the time of writing the initial drafts.
More thorough analyses than it has been possible to provide in this report
of the final tabulations of these data may require significant revisions in
some of the statistical estimates presented.

In order to present as comprehensive a treatment as possible, the
report draws upon a wide variety of empirical studies and inquiries, differ-
ing in scope, methodology, and reliability. Moreover, all too frequently
the results of these studies appear to support inferences in direct conflict
with one another. While judgments have been made about the weight of the
evidence with respect to particular issues, the report does not seek to re-
solve every question; a major objective has been the identification of issues
requiring further investigation and analysis before definitive conclusions
can be reached.

Trends in Population, Labor Force and Employment: Growth and Composition

The acceleration in the growth of population observed during the
60's appears to have ended with an estimated annual rate of increase of 2.0%
during the first half of the 70's which is slightly less than the 2.1% re-
corded during the preceding decade. On Java the rate of population growth
appears to have slowed significantly, despite signs of reduced net migration
to other islands. The pace of urbanization also has slowed in recent years.

There are indications- that net migration from Java to Outside
Java is relatively low and may have declined since the latter half of the
60's. Net rural/urban migration also seems to be moderate. A very crude



calculation of rural/urban migration, based on the observed rates of rural
and urban growth and assuming similar natural rates of growth in the two
areas, suggests an annual net migration rate of rural households on the order
of only one or two per thousand. But such a figure probably underestimates
the volume of rural/urban movement.

However, a variety of evidence would seem to indicate a substantial
amount of geographic mobility on the part of the Indonesian population and
work force. These movements are quite varied in character and difficult to
quantify. Circular and temporary migration of various sorts ranging from
daily or weekly commuting to considerably longer cycles appear to be common.

The higher rates of population increase of the earlier years have
resulted in a higher proportion of the population in the working age groups.
Combined with an upward movement in labor force participation rates among
females, this has led to an expansion of the labor force in the range of 3
to 5% a year between 1971 and 1976. Since during the same period employment
expanded at almost the same rate, the overall rate of measured unemployment
has remained essentially unchanged at slightly over 2%. But the figures
available show that, even under a very restrictive definition of the un-
employed, unemployment in urban areas is at significantly higher levels (over
6% in 1976). By and large open unemployment continues to be concentrated
among the younger age groups in urban areas.

The large seasonal movements in and out of the labor force associ-
ated with seasonal fluctuations in employment opportunities reveal a high
degree of responsiveness of the labor supply to short-period changes in the
demand for labor. Most of this seasonal movement, however, seems to be con-
tributed by younger workers and women. Despite the continuing increases in
the number of employed in agriculture, employment in non-agricultural
activities grew some 5-7% a year (7-9% a year in rural areas). By 1976 the
percentage of total employed in agriculture had dropped to about 62% while
non-agricultural sectors in rural areas accounted for roughly half of the
total increment in employment between 1971 and 1976.

The observed increases in labor force participation rates and in
non-agricultural activities in rural areas do not, in themselves, necessarily
imply any general and widespread improvement in the employment situation.
The possibility exists that these changes may have resulted from efforts by
rural households, faced with deteriorating economic opportunities, to maintain
their incomes through increased participation by household members in a broader
spectrum of low-paying activities. Such an unfavorable interpretation, how-
ever, even though it may have some validity for some groups in some areas, is
inconsistent with existing evidence showing substantial increases in real per
capita consumption levels and no discernible decline in the trend of real wages
for unskilled labor. On balance, therefore, the growth in overall employment
levels must be interpreted as evidence of the widespread and substantial im-
pact on the labor market of the rapid increases in output and investment in
the first half of the decade. Similarly, the rise in labor force participation



rates is most reasonably interpreted as a response to the expansion of employ-
ment opportunities and a mechanism through which the work force has been able
to participate in the rising levels of nationial income. Despite this gen-
erally favorable interpretation of employment developments over the period
1971-1976, certain features of those developments appear to be unique to
that period and point to much more severe problems in the future.

Rural Employment and Labor Mlarkets

Since 1961, there seems to have been a steady increase in the ab-
solute number of people employed at least part of the time in agriculture.
Census results for 1961 and 1971, and the results of the Intercensal and
National Labor Force Surveys in 1976 provide the main basis for these
judgments, but extreme care is needed in interpreting the figures be-
cause of differing dafinitions of employment.

From the census data, it is difficult to discern any systematic
differences between the employment trends in Java and Outside Java. While
the rate of population growth in Java has been considerably less than in the
other islands, the rates of labor force and employment growth in each have
differed only marginally. The patterns of seasonal variations in employment
appear to be similar in each area, though the variation is less prollounced
outside Java, and the sources of additional seasonal labor are by and large
similar.

Conflicting evidence exists regarding the seasonal supply of labor
to meet the needs of the peak agricultural season. The census data suggest
that much of the seasonal change is met by drawing unpaid family labor into
the labor force, largely women. On the other hand there is a range of evi-
dence indicating that the hiring of labor is extensive during the busy months,
and that most seasonal needs are met by casual wage laborers.

Too little is known about the migratory patterns of the labor force
but the indications are that substantial number of laborers move back and
forth between city and countryside according to the season, seeking whatever
work is available.

Within the agricultural sector, a number of important changes have
been occurring in recent years which would be expected to affect the level
and pattern of demand for labor. More land has been brought under cultiva-
tion, especially Outside Java, and more land has been brought under irriga-
tion both inside and outside Java; new varieties of rice have been developed
suitable for double cropping; and more intensive cultivation practices have
been introduced involving the use of fertilizers and pesticides. All of
these factors would be expected to increase the demand for labor. But they
have been offset to some extent by greater use of labor-saving techniques
in certain activities, such as harvesting, weeding, rice pounding, and more
recently, land preparation and by institutional changes within the agricul-
tural sector, particularly in harvesting practices and land ownership, which
have tended to displace labor.
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The process of institutional and technical change within agricul-
ture has also affected the composition of the agricultural work force. There
has been a discernible increase in the number of landless or almost landless
laborers, and a growing dependence of rural households on participation in
non-agricultural activities or labor markets to provide additional sources
of income. Some 45% of rural households derive at least part of their in-
come from activities outside of agriculture with over 25% wholly dependent
on non-agricultural incomes.

From the distribution of primary sector of employment, non-
agricultural workers appear to be heavily concentrated in the trade and ser-
vice sectors which together account for almost two-thirds of rural employment
outside agriculture. But manufacturing contributes a substantial fraction,
over one quarter, much of which must be in extremely small enterprises, the
products and characteristics of which are largely unknown.

The developments in the agricultural sector clearly point to a
relative decline in -demand for agricultural labor over time, even though an
increasing number of people are participating in the sector. The sketchy
information on wage levels in rural areas does not however indicate a de-
clining trend in real wages. The general impression conveyed by the frag-
ments of information on wage levels and trends is one -of the diverse and
freely functiow"ing labor markets in which wages are respcnsive to under-
lying changes ia the demand and supply of labor. It appears that despite
the relative decline in demand for labor in agriculture and the displace-
ments associated with structural changes in agri.L:ultural technology and in-
stitutions, the demand for labor in non-agricultural activities expanded
sufficiently to maintain a fairly stable level of real wages. Nevertheless,
certain groups less well placed to adapt to the shifting demands for labor
may have experienced absolute declines in labor income and economic welfare.

Employment and Wages in Urban Labor Markets

Urban employment app;-ars to have grown at a rate slightly under
that of rural employment betweeal 1971 and 1976. Despite this fairly rapid
rate of employment growth--substantially above the 2.6% growth rate of the
urban population during that period--it was somewhat slower than the esti-
mated growth in the labor force so that measured open unemployment in urban
areas increased from about 5 to almost 6.5%. The decline or stagnation in
the share of manufacturing in urban employment during a priod when the pro-
portion of employed in manufacturing in rural areas was increasing may re-
flect a "spillover" of manufacturing activities into areas immediately adja-
cent to the cities.

So far as can be determined from the available figures, there has
been little change in the sectoral pattern of urban employment since 1961,
even though the number of employed in urban areas has grown by about two-
thirds. The seasonal differences in the sectoral distribution of employment
between March and September 1976 suggesL that the trade and mau:dfacturing
sectors are the principal net sources of seasonal workers to agriculture.



Despite the importance of own account workers and unpaid family members in
urban exr,loyment, employees working for wages or salaries clearly predomi-
nate in urban labor markets with over 60% of those employed in non-
agricultural sectors in March 1976 classified as employees.

The absence of comprehensive and reliable data on urban wages make
judgments about the structure and trends especially hazardous. Scattered
information, however, seems to be consistent with the following observations.
Average levels of urban wages of unskilled or less skilled workers are low.
Although there is considerable dispersion of observed wages, average differ-
entials in unskilled wage levels between sectors and between the larger scale
enterprises and the extremely small firms of the informal sector do not appear
extremely wide. There is little evidence that institutional differentiation
between wage levels of these sectors has been created by wage laws, trade
union activity or labor practL .es of government and government-controlled
enterprises. Average wage rates of unskilled and less skilled workers seem
to be only slightly higher in urban areas than in rural areas of the same
region. Inter-regional wage differentials for unskilled and less skilled
workers appear to be larger than intra-regional wage differentials. Finally,
there seems to be little evidence of any pronounced upward movement in real
wages in recent years and much of the limited data available suggest a stag-
nating trend in real wages.

Consumption Levels, Poverty and Income Distribution

Between 1970 and 1976 consumption expenditure per capita went up
in real terms in both urban and rural areas of Java and Outside Java.
The growth rates were somewhat higher in urban and rural Java than in the
corresponding areas of Outside Java, but the urban/rural differential
widened in both Java and Outside Java as a result of a considerably faster
growth in the urban areas. There are great variations in the incidence or
proportion of poor people across provinces. Because of its high incidence
of poor people and its large share of the total population, Java contains
the overwhelming majority, around 70%, of the poor population of Indonesia.

The growth in average per capita consumption expend'ture appears
to have been accompanied by a reduction in both the proportien and absolute
numbers of the population at extremely low levels of per capita consumption.
This observed rise in consumption levels and the decline in poverty, substan-
tial as it has been, still leaves an immense pioblem of poverty in Indonesia.
From the data on the distribution of households by levels of per capita con-
sumption, it is estimated that in 1976 almost 40% of the total population of
Indonesia were subsisting on less than Rp 3,000 per month. Moreover, many
observers have drawn attention to the plight of different subgroups of the
population who appear not only to have been left out of the growth process
altogether, but also to have been forced into a less favorable position rela-
tive to those who have made economic gains.
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While the evidence from aggregative data, showing that in absolute
terms the benefits of growth have been shared by even the lowest income
groups of the population, is an encouraging aspect o recent Indonesian
economic development, it hardly constitutes a comple - picture of the
poverty problems confronting the country. Other aspects are not so
encouraging.

Even without direct statistical evidence on trends in income
distribution, there are strong indications of a marked increase in relative
income inequality. The differential in per capita consumption between
the urban and rural populations has been widening in both Java and Outside
Java. Since the rural population started from an already inferior position
relative to the urban population, such a deterioration is a cause for
concern. The per capita consumption data also point to a large increase in
the degree of inequality within urban areas and a decrease within rural
areas. Taking into account also the widening urban-rural disparity, this
suggests a significant increase in overall consumption inequality in Indo-
nesia between 1970 and 1976 that very likely reflects an even larger increase
in income inequality.

In addition, other evidence is suggestive of growing inequality
in the distribution of income. From the absence of any discernible upward
movement in real wage levels during a period of rapid growth in average
productivity and production, it may be inferred that profits and property
incomes were growing at an even faster rate, to the benefit of those
generally concentrated at the upper ranges of the income distribution.
There is also a variety of studies showing that the benefits of economic
change, at least in the first instance, tend to be concentrated on those
groups already in a relatively superior economic position and iherefore
better placed to take advantage of new opportunities. Because the poor
operate at the margin of subsistence, it is not surprising to find that
they place high priority on current compared to future income and have
a high aversion to risk; they are reluctant to take action which subjects
them to the risk of becoming worse off than they are to begin with.

It would not be difficult to multiply examples of the vul-
nerability of the poor to adverse consequences from economic change. For
millions of the poor living on the margin of subsistence, any disruption,
even if slight and temporary, in their means of securing a livelihood can
have disastrous consequences for those involved. And the process of economic
growth inevitably entails such disruptions which many will find difficult or
impossible to weather without severe cost and suffering. These personal
costs and sacrifices suffered by particular low-income groups cannot be
captured in aggregative or average measures of increases in consumption or
living standards. If the benefits of economic growth are to be shared more
equitably, policies must be designed to address the particular situations
confronting specific groups in order to offset some of the deleterious
effects of changing economic circumstances, and to ease the burdens of
adjustment to new and more remunerative activities.
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Employment Policy Issues in Indonesian Development

The complexity and diversity of Indonesian labor markets, the
conflicting interpretations that can be placed on developments during the
past 5-10 years and the unavailability of reliable statistical data in
crucial areas make it certain that no simple or definitive answers can
be expected to questions about the specfic directions employment policy
should take and what policy instruments are available or might be fash-
ioned to meet the challenges posed by employment and poverty problems in
Indonesia. Moreover, employment policy in the broad sense cannot be
separated from other aspects of economic development policy; the levels
and patterns of employment and incomes are bound to be heavily influenced
by policy actions in other areas.

(i) Prospects for Growth in Aggregate Labor Supply and Demand

Despite the evidence of deceleration in the rate of population
growth, it will be some years before a corresponding decline can be expected
in the growth of the labor force. Unless there is a sharp reversal in the
recent trend toward higher labor force participation rates, the labor force
can be expected to increase by 1.5-1.7 million annually over the next 20
years. Frcm these estimates, the problem Indonesia faces of providing pro-
ductive employment for growing numbers of workers will be roughly of the
same order of magnitude in absolute terms over the next 10-20 years as in
the last decade and the most acute problems of growing labor supply pressure
on densely populated Java will be eased only slightly by the relatively slower
growth in the Javanese population and labor force.

While the experience of the last few years is encouraging evidence
of the capacity of the Indonesian economy to absorb increases in labor supply
of this order of magnitude, that experience cannot be simply extrapolated to
a sanguine view of the future. The substantial increases in employment, the
rise in real consumption levels, and the apparent decline in the number of
households at extremely low levels of per capita consumption that have taken
place since 1971 are, it seems clear, almost entirely the result of the re-
sponsive adaptations of the work force to rising employment opportunities
associated with accelerated growth in investment, output and incomes. It is
not so clear that either the pace or pattern of development that produced
these relatively favorable aggregative results can be maintained or that con-
tinuation of the past patterns of development will not lead to difficulties
in reaching higher levels of employment and worker incomes.

(ii) Employment Aspects of Agricultural Development Policy

The rapid rise in agricultural output and incomes during the years
1971-1976 was a singularly important influence on the employment situation
in that period. The possibly accelerating decline in the relative importance
of agriculture as a source of additional demand for labor, the prospects for
a higher rate of labor displacement in agricultural operations, and shifts
in the locational pattern of the demand for agricultural labor all point to
even heavier burdens of adjustment on low income rural workers in the future
than they have been faced with in tCe immediate past.
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The demand for labor generated by the increased incomes earned in
agriculture have enabled an increasing proportion of rural workers to find
sources of income and employment in non-agricultural activities. While
the rapid expansion of extremely small-scale, local activities observed in
manufacturing and service sectors of rural areas may have prevented any de-
clining trend in rural wage levels it has not been sufficient to produce a
rate of rural income growth equal to that in urban areas. The pressure of
labor supply at the unskilled levels appear to have kept urban unskilled
wages from rising as well. The resulting increases in disparities between
rural and urban income levels and, within urban areas, between the income of
lesser skilled workers and those of other urban groups will gain in impor>
tance and, perhaps, accelerate as agriculture becomes relatively less im-
portant in the economy and the future sources of employment and incolne growth
become more concentrated in non-agricultural sectors in and around urban
centers.

All this underscores the need for agricultural development policies
designed to broaden the participation of rural groups in the process of
achieving higher levels of output and income with careful attention to the
impact of agricultural growth on the structure of lanidholdings and tenure
conditions and the avoidance of undesirable increases in the concentration
of wealth and income in the agricultural sector. And it becomes increasingly
important to avoid measures that directly or indirectly distort incentives
toward too rapid an introduction of labor displacing techniques. In some
cases, positive disincentives through tax or tariff policies may be justi-
fied to moderate the pace if not the directions of movement toward less
labor demanding techniques.

Finally recognition of the growing importance of non-agricultural
employment alternatives to the rural population (even though they may renain
dependent on agriculture as a principal source of employment and income)
strengthens the conclusions that agricultural development policies cannot
be formulated in isolation from policies concerned with the growth of labor
demand in non-agricultural sectors--that is the whole range of industrializa-
tion and regional development policies which lie at the center of the prob-
lem of Indonesian development strategy.

(iii) Industrialization, Regional Development and Employment

It is an obvious but nonetheless important fact that most employ-
ment in Indonesia has been and will presumably continue to be provided by
private sector enterprises. It follows that it is those government actions
directly and indirectly influencing the level and pattern of labor utiliza-
tion by private employers that will be of greatest importance in determining
future employment and earnings prospects. Employment considerations alone
cannot, of course, dictate fundamental policy decisions affecting the div-
ision of investment between public and private sectors, the regional loca-
tion of publicly financed infrastructure, the sectoral allocation of invest-
ment, or the balance between small and large enterprise. But the employ-
ment implications of such decisions are important elements that should shape
those decisions.
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For example, a distinctive feature of recent employment experience
emphasized in the report is the apparent proliferation of extremely small
enterprises in the manufacturing and service sectors particularly in rural
areas. Employment growth in large- and medium-scale enterprises, has so far
as can be determined, been low even though they have probably accounted for
the major share of the increment in non-agricultural output in recent years.
From the point of view of employment, an industrialization strategy which
gave greater emphasis to more labor intensive light manufacturing industries
would offer greater opportunities for avoiding the inefficiencies and in-
equities likely to result from a continuing trend toward a highly concen-
trated or "dualistic" industrial structure. In addition insofar as a less
concentrated process of industrial development was conducive to greater dis-
persion in the location of industry it would reduce the direct and indirect
costs of shifting labor to a few primary centers of economic growth.

Similarly, basic employment issues need to be confronted in major
policy actions regarding regional development and the location of investment.
Given the concentration of population and labor force on Java and a continu-
ing or even accelerating relative decline in the demand for labor in Java-
nese agriculture the pace and patterns of the demand for labor in industry
and other non-agricultural activities on Java will remain decisive determi-
nants of future earnings and employment opportunities for the bulk of the
Indonesian work force. Even if outmigration from Java rises substantially
beyond historically observed levels, the core employment issues will continue
to be dependent on the rate and structure of Javanese industrialization. And
it is the whole range of government policies affecting this industrialization
process--investment, trade, infrastructure, fiscal, monetary, wage and price
policies--that will be crucial determinants of future levels of labor incomes
and employment. However, the indications of slowing rates of population and
labor force growth on Java suggest that, over the longer term, labor supply
pressures may become relatively more acute Outside Java.

The changes imposed by the process of industrialization and parti-
cularly the growth and modernization of small- and medium-scale establishments
a shift toward a less concentrated, more widely dispersed and less capital
intensive path of industrial development would entail might well increase
the vulnerability of many of the extremely small, more traditinally organized
enterprisesE The displacements of labor which are bound to result from the
competition of more productive and more modern enterprises make it all the
more important that the mechanisms for adjustment in both product and factor
markets are able to operate effectively without distorted incentive structures
or obstacles to the efficient use and reallocation of labor.

(iv) Labor Market Regulation and Wage Policies

If there is a general lesson for future economic policy to be
derived from the resilience and effectiveness of relatively unconstrained
labor markets in Indonesia have demonstrated in recent years, it is perhaps
the importance in. an economy like that of Indonesia of avoiding policy mea-
sures that introduce undesirable constraints into labor markets and limit
workers' access to new employment opportunities or discourage employers from
maximizing the economically efficient expansion of those opportunities. This



does not imply any renunciation of active employment policies in favor of
exclusive reliance on completely unregulated market mechanisms. The judgment
that Indonesian labor markets have functioned fairly effectively is not to
say that they are perfectly competitive. Under conditions where labor supply
pressures are high, where the lack of resources makes large numbers of the
work force vulnerable to the adverse effects of economic change and unable
to pursue new employment alternatives, there are bound to be numerous situa-
tions in which employers can exploit positions of economic power to the detri-
ment to the workers. But measures directed to the protection of workers'
interests through improvements in the structure and cperation of labor markets
are inherently difficult to formulate and implement effectively and these
difficulties are compounded by the scarcity of information about the structure
and operation of specific labor markets in Indonesia.

The Indonesian government has been justifiably cautious in its
approach to national minimum wage legislation preferring to move in the direc-
tion of differentiated wage standards administered through regional wage coun-
cils and provincial governments. It is difficult for such a differentiated
system to avoid introducing arbitrary elements into the structure of wage-
employment relationships without much more extensive knowledge about the
operation of labor markets than is now available. Under the circumstancezs,
it would seem preferable to concentrate, in the first instance, on improiving
the factual foundation and administrative resources for government action and
to limit that action to those specific situations where it can be firmly es-
tablished that regulatory measures will in fact have desired beneficial
effects on the employment and incomes of low income workers.

Underlying this approach to wage and labor market regulation is
recognition of the administrative impossibility in prevailing circumstances
of establishing any comprehensive and effective direct governmental control
over the level and structure of wages. Wage policy in Indonesia necessarily
must have a partial and indirect character and government policies that in-
fluence the general level and structure of labor supply and demand should be
recognized as being of more decisive importance for waae and employment de-
velopments than direct labor market regulation.

(v) Public Investment Programs to Provide Employment

The principal public investment efforts in Indonesia in which the
expansion of employment opportunities hAs been a major objective are the
various more or less decentralized social and economic infrastructure programs
grouped under the general label of INPRES programs and the program of trans-
migration of settlers from Java to newly developed areas in the other islands.

The INPRES programs have been by far the most important in their
influence on the employment situation. It is impossible to quantify the eco-
nomic impact of the myriad small projects which have been undertaken but there
is no doubt that they have been an important factor in the rising demand for
labor observed during the 70's especially in rural areas. Employment provided
by the INPRES programs in construction activities and in the local production
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of materials has been roughly estimated as reaching a level in 1976/77 of some
165 million man-days or about 6 days of employment per male member of the
rural labor force. While the short-term employment offered under these pro-
grams has eased the problems involved in shifts from agricultural to non-
agricultural activities which has been such a pronounced feature of recent em-
ployment developments, the improvements in the economic base and the exten-
sion of markets and transport must also have contributed to an increase in
the quantity and range of additional longer-term employment opportunities
available to the rural work force. The undoubted value of the INPRES programs
as instruments for attaining a more decentralized and more widely dispersed
development leaves open the question of their future role. Both the increased
size of the programs and the difficulties of maintaining efficient use of the
funds as the programs are extended add to the importance of evaluating their
future role more in terms of the assets created than of the increased short-
term employment they provide.

Urlike the INPRES programs, transmigration programs have had only
minimal significance for the general employment siLuatiorz so far. And in view
of the organizational and institutional difficulties which are involved in
increasing the number of families transmigrated each year tco a level that
would constitute a significant fraction of the annual increment in the labor
force, it is apparent that employment expectations based on the transmigration
program should be cautions for a number of years. Yet it is equally apparent
that a well conceived program of transmigration could be a cost effective
element of any long-term employment oriented development strategy. Perhaps
the most important employment aspects of transmigration are not so much
connected with the overall size of the programs for the time being, as with
the selection of settlers and the impact of that selection on improving
conditions in specific, localized areas in Java.

(vi) Training and Education

While little attention could be devoted in this report to problems
concerned with the improvement in the levels of education and skills embodied
in the work force, one implication that emerges from the analysis is the cru-
cial importance of workers' education and training to future employment and
growth prospects and therefore as an area for positive policy interventions
by the government. The role of basic education in increasing workers' capa-
bilities for adapting to changing circumstances for learning new techniques
on and off the job justifies continuing emphasis on primary education. More
complex and difficult problems arise, however, in fashioning policies for the
development of specific skills. With the present structure of Indonesian
manufacturing and service industries where most employment is in extremely
small enterprises, it is probable that too little attention is given to im-
proving the skills and productivity of workers on the job. For these rea-
sons, and because of the critical importance of skill acquisition to the pace
and efficiency of the industrializing process in Indonesia, the possibilities
for government initiatives to provide additional incentives or resources for
on-the-job training deserve serious and sustained consideration.
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Concluding Remarks

There is too little information and too much uncertainty about un-
derlying influences on labor supply and demand and the operation of labor
markets to permit more than speculative conclusions about the future evolu-
tion of the structure of employment and labor incomes. Nevertheless, some
tentative generalizations about prospective developments may be ventured.
First of all, it is difficult to see for the near term future a pattern of
development in the supply and demand for labor to justify any expectations
of substantial and sustaixied increases in real wages for the unskilled. *The
growth in the working age population together with a perhaps accelerating
decline in the relative demand for agricultural labor can be expected to
maintain the substantial pressure of labor supply in markets for unskilled
labor. Moreover, it is unlikely that increases in labor force participation
rates of the magnitude that appear to have taken place in the early 70's
will continue to serve as a major means for augmentation of household in-
comes. Therefore the extent to which lower income workers can look forward
to sharing in the benefits of future economic growth will be very much de-
pendent on the expansion in the demand for labor in somewhat more skilled
occupations and the ability of workers to shift to these more productive
activities. In other words, earnings prospects for the poorer groups in
the population particularly outside agriculture are likely to be mainly de-
termined by increases in the quality of employment opportunities to which
they can aspire rather than by increases in the demand for completely un-
skilled labor and consequent increase in unskilled wage rates.

The experience of the past years has demonstrated the resource-
fulness and initiative of the Indonesian workforce in responding positively
to the opportunities for economic advancement in new and different lines
of activity. That experience provides reasonable grounds for optimism that
even with a fairly constant level of real wage rates substantial improvements
in the incomes and earnings of a large proportion of the workforce can take
place through development policies which emphasize the growth of better iobs
rather than just more jobs at the lowest levels of productivity and pay. In
the absence of detailed information on the occupational wage structure and
the differential returns to skill and education, it is impossible to quantify
the contribution such compositional shifts and upgrading of the labor force
can be expected to make to the growth of incomes of lower income households.
But it can be expected to be substantial if an overall economic growth rate
of 6-7% a year can be maintained along with a growth in non-agricultural
sectors at a substantially higher rates..

For rates of output growth of these magnitudes to be translated
into increased earnings opportunities for workers in the lower skill cate-
gories, careful attention will need to be paid to the patterns of capital
and labor use in the industrializing process. The more economic growth can
be based upon the efficient development of less capital intensive and less
skill intensive production and techniques the greater will be the spread of
income increases to the working population .in the form of enhanced earnings
opportunities.



- xiii -

Precisely because modernization and productivity growth is likely
to entail the introduction of technologies that are less labor intensive
than traditional techniques and whose direct or indirect effects may be
labor displacing, particular care is needed to avoid excessive capital in-
tensity. This involves appropriate factor pricing policies (e.g. positive
real interest rates, strictly enforced repayment of credit) and tariff poli-
cies that do not unduly favor capital good. It also implies that direct
and indirect effects on employment merit explicit consideration in major
policy decisions both to ensure the efficient utilization of capital and
labor resources and to minimize the costs imposed on workers by labor dis-
placement.

These employment questions are relevant to decisions across the
whole range of government policy actions--to public investment decisions
(Is it possible to reduce the concentration on capital intensive projects
in favor of more labor intensive investments?); to regulations affecting
private sector activities (Is banning becaks, for example, truly necessary
for proper urban transport? Are there no intermediate alternative policies?);
to the definition of required public facilities and standards (can minor
differences in the design of public buildings and roads lead to greater and
more efficient use of labor?). But it is also apparent that employment
considerations will only rarely be exclusive factors determining particular
policy decisions or the formulation of general policies. The variety of
interrelationships involved requires a careful examination and balancing of
employment aspects along with other objectives. What iis needed are improved
mechanisms whereby all government actions come under scrutiny in order to
bring employment considerations to bear on all of them.



EMPLOYMENT AND INCOME DISTRIBUTION IN INDONESIA

INTRODUCTION

1. Over the past decade the Indonesian economy has maintained a fairly
rapid rate of growth in aggregative terms. The annual increase in gross dom-
estic product has averaged between 7 and 8% or about 5% per capita. The share
of gross domestic product devoted to capital formation has more than doubled--
from less than 10% in the late 60's to over 20% in recent years. Gratifying
as this performance may be, there remain questions about how the costs and
benefits of Indonesia growth have been distributed, about the accompanying
changes in the magnitude and structure of employment opportunities, and about
the challenges these aspects of the development process pose for the future
pattern of economic growth.

2. The purpose of this report is (i) to exam:lie demographic, employ-
ment, wage and income trends in relation to past developments; (ii) to analyze
the structure and functioning of rural and urban labor markets in order to
assess their effectiveness in allocating and reallocating labor and the con-
sequent implications for the level of labor utilization, the structure of
relative wages, and the distribution of labor incomes; and (iii) to provide
a tentative formulation of the employment and income policy issues of impor-
tance in addressing the more comprehensive questions of Indonesia's longer
term development strategy. The report is organized into five parts. In
Part I, the more aggregate data on population, labor force, employment, and
unemployment is analyzed to provide an overall perspective on recent de-
velopments and near future prospects. This is followed in Parts II and III
with more intensive analysis of employment and income determinants in the
rural and urban sectors respectively using the results of more micro studies
into the changing technological and institutional structures and their im-
plications for the supply and demand for labor. Part IV then shifts to an
examination of the available evidence on changes in the distribution of con-
sumption expenditures, in the level and incidence of poverty and in the
characteristics of the lowest income groups. Finally, in Part V an attempt
is made to explore both existing policy initiatives designed to reduce the
burdens of poverty on particular groups through a more equitable distribu-
tion of earnings opportunities and to provide a tentative formulation of
some of the employment and income policy alternatives that need to be con-
sidered in the framing of future development policy.

3. It is important to emphasize that this report can aspire to no
more than a preliminary reconnaissance of the employment and distributive
aspects of Indonesian development. The complexity of the issues, the re-
gional diversity of the Indonesian economy and the scarcity of reliable data
in crucial areas makes definitive analyses impossible. Moreover, there has
not been sufficient time to analyze fully important recent sources of in-
formation--notably from the 1976 Intercensal Population Survey (SUPAS) and
the National Labor Force Survey (SAKERNAS). Complete analyses of these
data may require significant revisions in some of the statist'cal conclu-
sions in the report. But, it is believed that the broad 6"utline of labor
force, employment consumption and income trends will not require substantial
alteration.
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4. In order to present as comprehensive a treatment as possible, the
report draws upon a wide variety of empirical studies and inquiries, dif-
fering in scope, methodology, and reliability. Moreover, all too frequently
the results of these studies appear to support inferences in direct conflict
with one another. While we. have not refrained from recording judgments
about the weight of the evidence with respect to particular issues, we have
not attempted to resolve every question. Indeed, a major objective has
been the identification of issues requiring further investigation and analy-
sis before definitive conclusion can be reached.
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I. TRENDS IN POPULATION, LABOR FORCE AND EMPLOYMENT:
GROWTH AND COMPOSITION

Population Growth

The most recent estimate of Indonesia's population--from the March
1976 Intercensal Population Survey--put the total population at 130 million
of which 82 million, or about 63%, were living on Java (including Madura).
While the population density of about 70 per square kilometer for the coun-
try as a whole is less than the average for Asia, the concentration of popu-
lation is reflected in a population density on Java of over 600 persons per
square kilometer--almost double that of the Netherlands or Belgium and signi-
ficantly above the population density of Bangladesh. This fact alone is
sufficient to make the employment situation on Java a crucial consideration
in Indonesian development.

During the intercensal decade 1961-1971 the annual rate of popula-
tion growth had accelerated to about 2.1% compared to a prewa-r figure of
around 1.5%. Results from the 1976 Intercensal Survey indicate that con-
trary to earlier projections, there has been no further acceleration in the
rate of population increase, rather a slight decline to 2.0%. On the basis
of a preliminary analysis (details of which are provided in Annex 1) the
moderation in the rate of population growth is associated with significant
declines in fertility, especially on Java, between the late 60's and mid
70's. Over 60% of this fertility decline appears to be attributable to
changes in marital fertility and the remainder to changes in the proportion
of female population currently married. The decline in fertility was offset
to a considerable extent by continuing declining trends in mortality. In
the period 1965-70 to 1970-75 the observed decline in mortality rates in-
creased the expected life span at birth by about five years for both sexes,
to around 47.5 years for females and 43.0 years for males. However, this
unusually rapid decline in mortality may be a short-run phenomenon reflect-
ing a recovery from the possible deterioration in health conditions during
the early 60's. In any case, much of the evidence on demographic changes
is consistent with typical patterns of countries entering the early stages
of a transition to lower fertility and mortality rates.

Urbanization

The level of urbanization in Indonesia as revealed in the census
and survey figures is quite low. Slightly under 18% of the population re-
sided in areas designated as urban in 1976. Even more striking is the
apparent low rate of urbanization over the past 15 years (Table 1.1). Urban
growth has averaged less than 3.5% annually' but has been significantly lower
in Java (less than 3%) than in the other islands (over 4%). Moreover, the
figures from the Intercensal Survey show a marked decline in the rate of
urbanization, particularly on Java, between 1971 and 1976. There are reasons
to believe, however, that these figures may underestimate the actual
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Table 1.1: POPULATION DISTRIBUTION AND GROWTH: URBAN, RURAL, TOTAL IN JAVA

AND OUTSIDE JAVA, 1961-1976

Population Distribution Average Annual Rate

Census Census Survey of Growth

Se-Dr 1961 Sept. 1971 Mar. 1976 1961/71 1971/76 1961/76
------------------ percent- - - - - ---- percent- - - - - -

JAVA 64.9 63.8 ,63.0 1.9 1.7 1.8

Urban (15.6) (18.0) (18.1) 3.4 1.8 2.9
Rural (84.4) (82.0) (81.9) 1.6 1.7 1.6

OUTSIDE JAVA 35.1 36.2 37.0 2.4 2.5 2.4

Urban (13.4) (16.3) (17.5) 4.5 4.1 4.4
Rural (86.6) (83.7) (82.5) 2.0 2.1 2.1

TOTAL 100.0 100.0 100.0 2.1 2.0 2.1

Urban (14.8) (17.4) (17.9) 3.8 2.6 3.4
Rural (85.2) (82.6) (82.1) 1.8 1.8 1.8

Source: Calculated from Appendix Tables A-4 and A-5.
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rate of "urbanization." First, the figures for 1976 derive from the Inter-
censal Survey conducted in March in the busy agricultural season. Seasonal
movements of labor force and employment in and out of agriculture are large
and pervasive in Indonesia. It is possible that this seasonality may affect
the March 1976 survey results, raising the proportion of persons counted in
rural areas compared to the earlier September censuses. Secondly, in the
1976 Intercensal Survey, urban areas were defined to be the same as those
identified as urban in the 1971 Census. Consequently the 1976 figures do
not reflect the appearance of new urban areas or any expansion in the boun-
daries of existing cities and towns. Finally, and perhaps most important.-',
statistics based on mutually exclusive rural and urban categories may fail to
reveal the full extent of the "urbanizing" process in such a densely populated
area as Java. From the evidence on pattern of employment (to be considered
in greater detail below) it would seem that improvements in transport, the
growth of non-agricultural and manufacturing activities outside of but adja-
cent to urban centers as well as the increases in daily or short-term
commuting may be making increasingly inappropriate for much of Java any
sharply drawn distinction between rural and urban sectors.

From 1961 to 1971 smaller towns seem to have grown faster on the
whole than the larger cities. Cities and towns with the formal status of
"municipalities", most of which have over 50,000 population, grew at an aver-
age rate of only 3.1% per year and cities of over 100,000 in 1961 at only
3.2% per year. The growth of the smaller non-municipal urban areas, on the
other hand, was at an annual rate of 5.3%. These averages conceal the con-
siderable diversity in growth among cities and regions (Table 1.2). The
two largest cities of Indonesia (both in Java)--Jakarta and Surabaya--grew
relatively most rapidly, at 4.4% per year or over 50% during 1961-71. With
populations of 4.6 million and 1.6 million respectively, these two cities
contained nearly 30% of the total urban population. The growth rates of
the next four large cities, Bandung and Semarang in Java and Medan and Palem-
bang in Sumatra (each with over 1/2 million population) ranged between 2 and
3% per year during 1961-71. A few cities (each with a population of over
100,000) grew at over 3% per year during 1961-71, and all of these are in
Sumatra and Kalimantan. Most other cities with population 100,000 and over
grew at much less than 2% per year. Among these sluggishly growing cities
are Jogjakarta (0.9% per year) and Surakarta (1.2% per year) in the central
areas of Java.

In the outer islands, Medang and Palembang in Sumatra, Menado and
Ujung Pandang in Sulawesi, and Pontianak and Banjarmasin in Kalimantan are
multi-purpose urban centers for regions at opposite ends of their respective
islands. While data are not available on the growth of individual cities
since the 1971 census, it is signifi-~ant that the average rate of urban growth
during the succeeding five years has been substantially higher on the islands
other than Java.
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Table1,2: GROWTH OF CITIES
(Waving 100,O00 or More Population in 1961)

Annual Rate
Population in Thousands of Growth

Province City 1961 1971 1961-71
(Percent)

Jakarta Jakarta 2,973 4,576 4.41
E. Java Surabaya 1,008 1,556 4.44

W. Java Bandung 973 1,200 2.12
C. Java Semarang 503 647 2.55
N. Sumatra Medan 479 634 2.84
S. Sumatra Palembang 475 583 2.07

S. Sulawesi Ujung Pandang 384 425 1.02
C. Java Surakarta 368 414 1.18
E. Java Malang 341 422 2.15
Jogjakarta Jogjakarta 313 342 0.89

S. Kalimantan Bandjarmasin 214 282 2.79
E. Java Kediri 159 179 1.19
W. Java Cirebon 158 179 1.26
W. Java Bogor 154 195 2.39
W. Kalimantan Pontianak 150 218 3.81

W. Sumatra Padang 144 196 3.13
Lampung Telukbetung 133 199 4.11
N. Sulawesi Menado 130 170 2.72
W. Java Tasikanalaya 126 136 0.77
E. Java Madiun 123 136 1.01
N. Sumatra Pewatangsiantar 115 129 1.16
Jambi Jambi 113 158 3.41
C. Java Pekalongan 102 111 0.85

Total 9,638 13,087 3.11

Source: Population Census, 1961 and 1971.
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Internal Migration

A variety of evidence would seem to indicate a substantial amount
of geographic movement on the part of the Indonesian population and work
force. But these movement are quite varied in character and difficult to
quantify. Circular and temporary migration of various sorts ranging from
daily or weekly commuting to considerably longer cycles appears to be
common. 1/ The large seasonal fluctuations in labor force and employment
(documented in the following sectors) undoubtedly Involve short-term shifts
in place of employment if not in residence for many workers. These sorts
of short-term movements generally cannot be captured in census and survey
data on place of residence or employment.

Some general impressions of the magnitude and direction of re-
cent migratory flows, however, can be derived from the results on reported
residence in the 1976 Intercensal Survey. These show about 3.0 million
persons aged 5 years or above reporting their residence in a Kabupaten
different from the one they were living in five years before. Almost three
fifths of these moves were between Kabupaten in the same province. So far as
can be determined from these gross measures the fraction of the population
changing residences within the five-year period does not differ appreciably
between Java and Outside Java.

There are some indications that migration between Java and Outside
Java has declined since the latter half of the 60's. Estimates of flows to
and from Java (Table 1.3) show a sizeable decrease in gross movements and a
drop in net migration out of Java from about 300,000 persons in the five year
period 1961-66 to under 75,000 during 1971-1976. These figures may under-
estimate the full extent of gross movements 2/ but the small magnitude of the
net flows relative to the size of the populations involved means that migra-
tion cannot have been a significant factor affecting the distribution of
population between Java and Outside Java over the past decade and a half.

Unfortunately, consistent estimates on the extent and character
of internal migration are not yet available. A very crude calculation based
on the observed rates of rural and urban growth and assuming similar natural
rates of growth in the two areas yields an annual net migration rate of
rural households on the order of only one or two per thousand. But such a
figure probably underestimates the volume of rural-urban movement. The
much larger gross flows are, in any case, more significant measures of the
links between rural and urban labor markets. A more complete picture of
migration patterns, migrant characteristics and the determinants of migration
must await analysis of the 1976 Intercensal a%d Labor Force Survey data.

1/ See Graeme Hugo, "Circular Migration" in Bulletin of Indonesian Economic
Studies, Vol. XIII, No. 3, Nov. 1977.

2/ The fact that the 1976 data are derived from a randomly selected num-
ber of sample areas makes estimates of migration movements particularly
uncertain.
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Table 1.3: GROSS AND NET MIGRATION FLOWS
FROM AND TO JAVA 1961-1966, 1966-71 AND 1971-76

Migrants Migrants Net Migration
from Java . to.Java .. .. from.Java

- - - - --- - - - - - --000's 8 - -----------

1961 - 1966 554 255 299

1966 - 1971 424 323 101

1971 - 1976 /1 253. 179 74

/1 The two periods overlap since 1976 data refer to 5 years prior to
March-April 76, and the 1971 data refer to 5 years prior to
September.

Source: 1971 Population Census,Series E,,Table 25 for years 1961-1966
and 1966-1971; 1976 Intercensal Population Survey, No. 3,
Table 13 for years 1971-76.
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Labor Force: Growth and Participation

In recent years, the Central Bureau of Statistics (BPS) has ener-
getically developed its census and survey programs to provide comprehensive,
detailed, and timely information on the Indonesian labor force and employ-
ment. In addition to the 1961 and 1971 censuses, the Intercensal Survey
(SUPAS) in March 1976 generated a substantial amount of data on labor force
and employment. This was followed by the National Labor Survey (SAKERNAS)
crried out in September-December 1976 as the initial stage of a continuing
quarterly survey of labor market conditions. These programs have been de-
veloped with a high degree of professional skill and conscientious attention
to conceptual clarity and to the maintenance of reasonable comparability be-
tween sources. Together they provide an invaluable source of information
about the social and economic situation of the population and the only com-
prehensive data on the employment and labor force developments for Indonesia
as a whole and the major islands.

However, like all such statistics, particularly those that must be
designed to serve multiple purposes, they necessarily incorporate distinctive
conceptual and other characteristics which constrains their use for certain
analytic purposes. Perhaps the most fundamental difficulties surround the
applicability of aggregate labor force, employment and unemployment concepts
in an c'crnomy like that of Indonesia where the prevalence of self-employment,
household enterprises (farm and non-farm), family labor, and unorganized or
"informal" labor markets limits the meaningfulness of a precise division of
the population into mutually exclusive categories of employed, unemployed and
outside the labor force. Under these circumstances and in a situation where
widespread poverty makes it extremely unlikely that most workers are in a
position to finance extended periods of search for regular position in wage
or salaried employment the usual concept of open unemployment has limited
usefulness as a summary measure of the employment situation and current
changes in labor supply and demand.

In recognition of these circumstances, beginning with the census
of 1971 the BPS has incorporated into its system of labor statistics a narrow
definition of unemployment and a correspondingly inclusive defintion of em-
ployment and the labor force. In contrast to the 1961 census where only
those who had worked for two months during the preceding six months were
counted as employed, in the 1971 Census (Series C) all those who had worked
at least one hour in two days during the preceding week were classified as
employed. This definition was modified slightly for the 1976 Intercensal
and Labor Force Surveys to include as employed anyone who had worked at least
one hour during the preceding week. While these definitional changes reduce
the comparability between labor force and employment figures of the 1961 Cen-
sus and those of the 1971 Census and the 1976 surveys they do not, in them-
selves, substantially affect the conceptual comparability of the figures
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for the latter two years. 1/ What is most important, however, is that the
definitions underlying the 1971 and 1976 statistics reflect the greater
importance in Indonesian circumstances of changes in labor force participa-
tion and employment compared to changes in measured unemployment levels as
indicators of labor market developments. For this reason in the analysis
that follows attention is focused in the first instance on the former mea-
sures.

The interpretation of changes in labor force and employment under
the inclusive definitions applied in Indonesia is complicated by the extent
and variety of labor attachments and economic activities captured in these
measures. Not only are these sensitive to short-run, temporary, or seasonal
labor market influences, but their observed variations do not permit simple
and conclusive inferences about improvements or deterioration in the employ-
ment conditions faced by the work force. In particular, the possibility
exists that a response by worker households to offset declines in real in-
comes might be recorded as an increase in labor force participation and em-
ployment rates. This is one major reason why the analysis of employment
changes has to include careful attention to con-comitant developments in
wage rates, labor incomes and household living standards.

Simple comparisons between the 1961 and 1971 censuses and the 1976
population and labor force surveys make it impossible to establish reliable
and precise estimates of labor force growth over the past 15 years. These
sources indicate remarkably rapid increases in the labor force between 1971
and 1976, averaging about 4.7% annually compared to only 1.5% during the pre-
ceding decade (Table 1.4). This rate of labor force growth is very unusual
despite the changes in the age structure of the population that led to an in-
crease in the annual rate if growth of the population aged 10 and above in-
creased from about 2.-3 during the 60's to 2.7% between 1971 and 1976. A
similar acceleration--f,om 1.7% to 2.7%--occurred in the age groups 15-64.

The most important factor affecting the apparent fluctuations in
rates of labor force growth, however, are variations in labor force partici-
pation rates (Table 1.5). The 1971 census recorded substantial declines in
labor force participation both over-all and for individual age groupst (the
principal exception being the participation rate of females aged 20-54). In
1976 the overall participation rate had reached the level recordad in the
1961 census using a more inclusive definition of labor force. A substantial
increase is observable in the proportion of working women in the prime working
ages and declines in the participation rates of the youngest and oldest age
groups of both sexes over the past 15 years.

1/ An adjustment carried out by BPS to put the 1976 survey figures on com-
parable basis with the 1971 Census (Series C) definitions reduced the es-
timated size of the 1976 labor force by less than 0.6%. Because this
probably lies within the margin of error produced by other causes, this
report uses the 1971 and 1976 estimates without adjustment for the change
in definition.



Table 1.4; LABOR FORCE; URBAN, RURAL AND TOTAL, 1961-76

Sept. 61 Sept. 71 a March 76 Oct 76/2
- - --- - - - - - - - thousands. - - - - - - -

Urban 4,699 6,091 (6,574) 7,642 7,475

Rural 30,134 34,278 (37,545) 48,739 43,539

Total 34,834 40,369 (44,119) 56,381 51,014

Population
Age 10 and over 64,414 80,947 91,776 92,870

Average Annual Rates of Growth

Sept. 61-Sept.71L- Sept. 71L/ - Oct. 76 Sept.61-Oct.76
- - - - - - - - - - percent - - - - - - - - - - - - - - - -

Urban 2.6 (3.4) 4.1 (2.6) 3.1

Rural 1.3 (2.2) 4.8 (3.0) 2.5

Total 1.5 (2.4) 4.7 (2.9) 2.6

Population
Age 10 and over 2.3 2.7 2.5

/1 Lower labor force estimates are derived directly from the 1971 Population Census
(Series C).Alternative labor force figures in parentheses have been estimated
by applying overall labor force participation rates for males and females
obtained from a linear interpolation of those observed in Sept. 1961 (census)
and Sept.-Dec. 1976 (SAKERNAS). See Appendix p. 3. As a result, high and low
growth rates reflect these adjustments.

/2 Estimated by projecting March 1976 population and applying labor force ratios
from Sept.-Dec. 1976 labor force survey. See Appendix p. 3.

Source: Appendix Table A-4.
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Table 1.5: LABOR FORCE PARTICIPATION RATES, 1961-76

Sept.-
Sept. 61 Sept. 71 March 76 Dec. 76

Males

10-19 43.4 31.6 44.2 35.5

20-54 94.1 89.4 96.0 95.6

55+ 83.2 72.9 82.5 75.9

Total 79.8 68.7-75.9/l 77.1 73.8

Females

10-19 23.1 20.9 32.5 21.8

20-54 30.1 38.0 55.1 45.1

55+ 34.6 30.8 43.1 32.0

Total 29.4 32.1-34.31= 46.5 36.8

Both sexes

Total 10+ 54.1 49.9-54.5--- 61.4 54.9

/1 These higher participation rates are estimated from a linear in-
terpolation of overall labor force participation rates in Sept.
1961 and Sept.-Dec. 1976.

Sources: 1961 Population Census, Series SP II, Tables 2.2, 2.4, 4.2,
4.4. See also Appendix Table A-6.
1971 Population Census, Series C, Tables 2 and 6. See
also Appendix Table A-7.
1976 Intercensal Population Survey, No. 2, Tables 1 and 24.
See also Appendix Table A-8.
Sept.-Dec. 1976 Labor Force Survey, Tables 1.1-1.9. See
also Appendix Table A-8.
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The magnitude and pattern of change in labor force participation
rates raise difficult questions about the reliability and interpretation of
the recorded fluctuations. While the inclusive definition of employment and
labor force used in the 1971 and 1976 census and surveys tends to increase
the sensitivity of the measures to movements in and out of the labor force,
the low participation rates recorded for 1971 still may be subject to ques-
tion. This is particularly so because a major factor is the unusually low
rate observed in that year for males in the prime labor force age group 20-54.
In order to take explicit account of the possibility that the 1971 figures
underestimate the 1971 labor force and employment, alternative estimates
have been made by applying higher labor participation rates derived from a
linear interpolation of the 1961 and 1976 observations. This crude adjust-
ment (reflected in the figures given in parentheses in Tables 1.4, 1.6 and
1.8) provides what may be considered an upper and lower bound to the rates
of increase in labor force and employment between 1971 and 1976.

A high degree of responsiveness of the labor force to labor market
conditions in the short term is indicated by the substantial seasonal move-
ments in labor forcu participation apparent from the March and September-
December surveys carried out in 1976. Between the low and peak seasons, the
Indonesian labor force swells by something on the order of 5 million workers--
some 10% of the slack season labor force. Most of this seasonal variation
is accounted for by movements in and out of the labor force by females and
by males under 20 and over 55. As might be expected the seasonal movements
are most important in the rural area with the largest component of unpaid
family workers who are employed in agriculture during the busy season. 1/

Overall Levels of Employment and Unemployment

From the evidence at hand it appears reasonably certain that the
movement to higher levels of investment and a more rapid pace of economic
growth in the period 1971-1976 was accompanied by correspondingly high rates
of increase in employment. From September 1971 to October 1976 employment
rose by 7 to 10 million workers; an average annual rate of increase over five
years of about 3 to 5%. 2/ Despite the vigorous growth in employment, there

1/ Surveys on Java conducted in December 1975 and April 1976 show an in-
crease from 28% to 45% in female participation rates in rural areas and
virtually no change in labor force participation by rural males, and
urban females. (Han Redmana, Hazel Moir and Daliyo, Labor Force and
Labor Utilization in Selected Areas in Java: Results of an Experimental
Survey, National Institute of Economic and Social Research, August 1977.)

2/ It is particularly important to keep in mind that employment estimates
from census and labor force surveys provide a count of persons at a
particular time classified according to their primary area of activity.
Without information on hours of work the changes observed between two
survey dates can, at best, provide only an imperfect indicator of changes
in the level of labor utilization in any particular sector or in the
aggregate. However, the observed level of labor force participation and
other evidence to be considered in more detail below on stable or rising
levels of wages and incomes give support to the conclusion that a rapid
growth in employment has occurred since 1971.



Table 1.6: EMPLOYMENT AND UNEMPLOYMENT, SEPTEMBER 1971-OC1OBER 1976

Average Annual Rates of Growth
Sept. March Oct./2 - -
1971-/1 1976 1976 Sapt. 71-'-- March 76 Sept. 71~-'- Oct. 16
- - - - - - --thousands-- - - - - ---------------------- percent-

URBAN*
Employment 5,796 (6,256) 7,218 7,-000 ,0. (342) 3.8 (2.2)
Unemployment 295 (318) 424 475 8.4 (6.6) 9.8 (6,2)
Labor Force 6,091 (6,574). 7,642 7,475 5.2 (3.4) 4.1 (2.6)
Measured Unemploymeat (Z) 4.8 (4.8) 5.5 6.4

Employment 33,678 (36,888) 48,091 42,842 8.2 (6.1) 4.8 (3.0)
Unemployment 600 (657). 648 697 1.7 (-.3) 3.0 (1.2)
Labor Force 34,278 (37,545) 48,739 43,53'3 8.1 (6.0) 4.8 (3.0)
Measured Unemployment (Z) 1.8 (1.8) 1.3 1.6

TOTAL
Employment 39,474 (43,144) 55,309 49,842 7.8 (5.7) 4.7 (i.9)
Unemployment 895 (975) 1,072 1,172 4.1 (2.1) 5.4 (3.6)
Labor Force 40,369 (44,119) 56,381 51,014 7.7 (5.6) 4.7 (2.9)
Measured Unemployment (Z) 2.2 (2.2) 1.9 2.3

/1 Lower labor force and employment estimates are derived directly from the 1971 Population Cenaus (Series C), Alternative
labor force figures in parentheses have been estimated as explained in footnote L1 of Table 1.4. Employment ratios from
September 1971 census were applied to the higher labor force figuzea resulting in higher employment estimates. See -
Appendix p. 3. High and low growth rates reflect these adjustment.

j3 Estimated by projectlng March 1976 population and applying labor force and employment ratios from Sept.-Dec. 1976 labor
Corce survey. See Appendix p. 3.

Source: Blaed on Appendix Table A-4.
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has not been any reduction in open unemployment. Indeed both the absolute
numbers of unemployed and the rate of unemployment may have risen. While
there was only a negligible rise in the recorded overall rate of unemploy-
ment from 2.2% to 2.3% between September 1971 and September-December 1976,
the rate of urban unemployment rose from 4.8 to 6.4% and the number of es-
timated unemployed urban workers increased by 160-180,000 (Table 1.6).

These relatively small increa.ses in open unemployment, however,
may be less important than the observation that they may be heavily influ-
enced by short period changes in labor force participation rates. As noted
earlier the distinction between openly unemployed workers and workers who
may be temporarily classified as out of the labor force is a difficult one
to make in Indonesia. Under these circumstances, open unemployment is un-
likely to serve as an adequate indicator of the current labor supply and
general employment situation. Movements in and out of the labor force be-
come as important as movements in and out of unemployment.

In fact, the Intercensal Survey of March 1976 shows that there
were over 5.3 million workers (almost 10% of the number included in the labor
force) who were classified as out of the labor force but who nevertheless
expressed a "desire" for work, although for one reason or another they were
not "actively seeking" employment. It is impossible to determine how strong
this desire might be or under what circumstances this group would be attracted
into the labor force. Over half were in the age group 10-19 and almost three
quarters were females, so that it is a fair presumption that for many, if not
most, employment was an alternative only to the extent it could be combined
with educational or household activities or would be sufficiently remunera-
tive to offset the costs of giving up those activities in whole or in part.

None of this is to deny the importance of open unemployment as
a problem since it tends to be concentrated on particular groups of workers.
The incidence of open unemployment is most severe in urban areas where un-
employment rates generally are several times higher than those observed in
rural areas. However, sight should not be lost of the fact that rural workers
recorded as unemployed constitute over 60% of the total unem;ployed. The
average duration of urban unemployment also appears to be substantially
longer--about 9 months compared to about 6 months in rural areas. 1/ In
both rural and urban areas, unemployment is concentrated among the younger
workers. Data from the 1971 census and 1976 surveys show unemployment rates
for urban workers in age groups under 25 consistently at levels of 10% or
higher. While in rural areas the rate of unemployment is substantially lower
(approximately 4% or less), one-half to three quarters of the total unemployed
in both areas is accounted for by unemployed workers under 25. This pattern
would indicate that the bulk of open unemployment is connected with job seek-
ing by new entrants to the labor market.

1/ See 1976 Intercensal Population Survey, number 2, Table 23.
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There seem to be no great differences between males and females with
respect to the incidence and composition of unemployment. Although rates for
women are slightly below those for men, this may reflect a greater tendency
for women to leave the labor force when unsuccessful in the search for em-
ployment.

Sectoral Patterns of Employment Change

The most important feature of the employment developments in In-
donesia during recent years is the relative shift from agricultural to non-
agricultural activities. In the fifteen years from 1961 to 1976 the propor-
tion employed in agriculture declined from over 73% to under 62% (Table 1.7).
The increase in the proportion of employed in the manufacturing and trade
sectors together accounted for 90% of the relative decline in agricultural
employment; the share of employed in manufacturing rose by about 45% and
that of trade more than doubled over the period. Nevertheless, the low level
of industrialization in Indonesia is apparent in the fact that in 1976 manu-
facturing employment still amounted to less than 10% of the total.

While it is impossible to establish precise magnitudes of sectoral
employment changes over the past 15 years because of the problems of compara-
bility between the 1961 census and later figures. Even when comparisons are
limited to the five years between 1971 and 1976, estimates are subject to
considerable uncertainty. However, certain trends stand out sufficiently to
sustain the judgment that they do not simply reflect statistical vagaries.

Principal among these is the fact that even though somewhere between
2 to 5 million more workers found employment in agriculture in the 1976 slack
season than five years earlier; of the total increase in employment roughly
one half to two thirds was in non-agricultural activities. Even more
striking, perhaps, is the fact that non-agricultural sectors in rural areas
accounted for around half of the total increment in employment.

While estimates of employment growth rates at the individual se'-
tor level are exceptionally hazardous, it is worthy of note that average rates
of increase in rural employment exceeded those of urban areas in' each of the
principal non-agricultural sectors (Table 1.8). The rapid growth in employ-
ment in trade and transport, 10-13% per year, may in large measure be related
to the substantial increases in agricultural production (and presumably in-
comes) for the years 1971-1976. Rural manufacturing employment apparently
grew at rate somewhat higher than in urban areas overall and Outside Java
though not on Java itself. In absolute terms, however, as best as can be
estimated with the data at hand, the 750,000 to 1 million increase in those
employed in rural manufacturing was over 4.7 times the increase in urban manu-
facturing employment.

Conclusion

From this brief survey of the major trends in population, labor
force and employment, a few general features of recent developments stand
out. The acceleration in the growth of population observed during the 60's
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Table 1.7: SECTORAL DISTRIBUTION OF EMPLOYMENT, 1961, 1971 AND 1976
(percent)

Sept.-
Sept. 61 Sept. 71 Dec. 76

Agriculture, Forestry, Fishing 73.4 65.9 61.8

Mining and Quarrying 0.3 0.2 0.2

Manufacturing 5.8 7.8 8.4

Construction 1.8 2.0 1.7

Electricity, Gas, Water 0.2 0.1 0.1

Trade, Financing, Insurance 6.8 11.2 14.5

Transport, Storage, Communication 2.1 2.4 2.7

Services 9.6 10.4 10.6

Total/l 100.0 100.0 100.0

/1 Excluding those counted as employed but whose sector of employ-
ment is unknown.

Sources: 1961 - Appendix Table A-9.
1971 - Appendix Table A-10.
1976 - Appendix Table A-14.
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Table 1.8: CHANGES IN AGRICULTURAL AND NON-AGRICULTURAL EMPLOYMENT,
RURAL AND URBAN AREA';, SEPTEMBER 1971 - OCTOBER 1976

/1

Average Annual Rate of Increase (%)
Urban Rural Total

L2DONESIA

Agriculture 3.5 (1.7) 3.4 (1.6) 3.4 (1.6)

Non-Agriculture 3.8 (2.3) 3.8 (6.9) 7.0 (5.2)

Of which:
Manufacturing 5.0 (3.5) 6.5 (4.6) 6.2 (4.4)
Construction 1.6 (0.1) 2.0 (0.2) 1.9 (0.1)
Transport, Communication 2.3 (0.8) 11.4 (9.5) 6.7 (5.0)
Trade, Financing, Insurance 5.4 (3.9) 12.6 (10.6) 10.2 (8.4)
Services 3.1 (1.6) 6.5 (4.6) 4.9 (3.2)

Total* 3.8 (2.2) 4.8 (3.0) 4.7 (2.9)

JAVA

Agriculture .<4.4 (.5.6) 3.9 (2.0) 3.8 (1.9)

Non-Agriculture 3.1 (1.3) 7.6 (5.6) 6.0 (4.3)

Of which:
Manufacturing 5.2 (3.8) 4.7 (2.8) 4.8 (3.0)
Construction 2.2 (0.8) 4.8 (2.8) 3.8 (2.0)

Transport, Communication 2.0 (0.8) 12.0 (10.1) 6.8 (5.2)
Trade, Financing, Insurance 4.0 (2.7) 10.2 (8.2) 8.3 (6.5)

Services 2.0 (0.8) 6.1 (4.1) 4.2 (2.6)

Total* 2.7 (1.4) 5.1 (3.1) 4.7 (2.9)

OUTSIDE JAVA

Agriculture 7.7 (5.4) 2.5 (0.8) 2.7 (1.0)

Non-Agriculture 5.6 (3.5) 12.3 (10.5) 9.7 (7.8)

Total* 6.0 (3.9) 4.4 (2.7) 4.6 (2.9)

* Employed workers whose sector of employment is unknown have been allocated in
proportion to-the distrtbution of other emplnyed workers.

/1 See footnotes Table 1.6.

Source: Appendix Tables A-10, A-l1, A-12, A-14.
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appears to have ended with an estimated annual rate of increase of 2.0%
during the first half of the 70's, or slightly less than the 2.1% of the
preceding decade. In Java the rate of population growth appears to have
slowed significantly despite some signs of reduced net migration to other
islands. The pace of urbanization also has slowed in recent years, if in-
dications from the 1976 Intercensal Survey can be relied upon. Here there
is more striking difference between java, where the observed rate of urban
growth appears to have fallen almost as low as that of the rural population,
and the Outside Java, where urbanizatioh has proceeded at a rate about double
that of rural population growth. But these estimates almost certainly under-
state the pace of urbanization on Java because they do not take into account
shifts in areas from rural to urban or the growth in rural areas near or
adjacent to urban centers.

The higher rates of population increase of the earlier years have
resulted in a higher proportion of the population in the working age groups.
With an upward movement in labor force participation rates among females
the labor force expanded at the high rate of 2.9 to 4.7% a year between 1971
and 1976. Since during the same period employment expanded at almost the
same high rate, the overall rate of measured unemployment appears to have
risen only modernately. The figures available indicate that unemployment
levels in urban areas may have risen significantly. But, by and large, open
unemployment continues to be concentrated among the younger age groups in
urban areas and is only a very imperfect indicator of the state of the labor
markets relevant for the bulk of the work force. The large seasonal move-
ments in and out of the labor force associated with seasonal fluctuations
in employment opportunities reveal a high degree of responsiveness of the
labor supply to short period change in the demand for labor.

Finally, despite the continuing increases in the number of rural
workers employed in agriculture, employment in non-agricultural activities
in rural areas appears to have grown 2 or 3 times more rapidly. By 1976
the percentage of total employed in agriculture had dropped to 62% while
non-agricultura. sectors in rural areas accounted for 45-55% of the total
increment in employment between 1971 and 1976.

What emerges from these aggregate patterns of labor force growth
and employment changes is a general picture of an evolving employment situ-
ation which does not lend itself to simple or easy characterization. On the
one hand observed high rates of growth in overall employment levels may
reasonably be interpreted as evidence of widespread and substantial impact
on the labor market of the rapid increases in output and investment in the
first half of this decade. A similarly favorable interpretation can be given
to the rise in labor force participation rates as a response to the expansion
of employment opportunities and a mechanism through which the work force has
been able to participate in the rising levels of national incomes. While the
existing evidence provides considerable support for such a favorable view of
recent employment developments, it also leaves room for less favorable inter-
pretations. Moreover, certain features point to more severe problems in the
future.
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In particular the aggregative employment trends so far examined
provide only limited insight into the employment problems faced by particular
groups of workers and households who may be adversely affected by developmen-
tal changes. The increase in labor force participation and the rapid growth
of non-agricultural employment in rural areas might be interpreted to re-
flect less of a response to expanding earnings opportunities and more of an
effort by rural households to maintain their income levels in the face of
a relatively declining demand for agricultural labor. The fact that much of
the increase in non-agricultural activity has occurred in rural areas and
the rate of urbanization on Java appears to have declined substantially can
be interpreted as lending some credence to the latter view. Certainly much
of the. rural manufacturing and service employment must be expected to con-
sist of relatively small scale and low productivity operations with corres-
pondingly low returns to labor. The indication of possibly rising rates
of urban unemployment during a period of fast employment growth may also be
cited as cause for leg.ttimate concern.

To even begin to resolve these questions requires probing more
deeply into what evidence can be.gathered on recent employment experience
in rural and urban labor markets and particularly into the course of real
wage and income levels. This is the task taken up in the following sections.
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II. RURAL EMPLOYMENT AND LABOR MARKETS

Employment in Agriculture

In 1976 about two-thirds of Indonesian households in rural areas and
about one-tenth of urban households relied on the agricultural sector as the
major source of income. Since 1961, there seems to have been a steady in-
crease in the absolute number of people employed at least part of the time in
agriculture. Census results for 1961 and 1971, and the results of the Inter-
censal and National Labor Force Surveys in 1976 provide the main basis for
these judgments, but extreme care is needed in interpreting the figures
because of differing definitions of employment. In 1961, respondents were
considered employed in agriculture if they had worked for at least two months
out of the last six in any sector and considered agriculture to be their main
sector of employment. Al.hough the census count was made in October, a
period of low agricultural activity, the six-month time frame ensured that
those who were drawn into agriculture during the harvest months, March through
May, were registered as agricultural sector workers.

In 1971, different definitions were applied. Respondents were
classified as working in agriculture if they had worked in that sector two
days (at least one hour each day) during the previous week. As the census was
conducted during September, the resulting figure probably represents close to
the minimum employed in agriculture, making no allowance for the larger
numbers that would be employed during the harvest season. However, the 1971
census did include a question asking respondents if they worked in agriculture
during the last cropping season. As this specified neither a minimum length
of work, nor a distinct time period, the response to this question is not
strictly comparable to that asked in the previous census. The response can,
however, be considered a high estimate of the level of employment in agricul-
ture. As the high and low figures for 1971 differ by over 8 million, it is
clear that no single figure can give a satisfactory indication of the extent
of agricultural employment.

In 1976, two surveys were undertaken which provide seasonal figures
for levels of agricultural employment. The Intercensal Population Survey,
conducted in March, defined employed to mean working at least one hour during
the previous week, and also asked the hours of work of the respondent. These
questions would be expected to give close to a maximum figure for agricul-
tural employment, as the reference week was during the busy season for agri-
culture. In fact, 35.8 million people stated that they were working in
agriculture during the one week reference period, out of a measured working
population of 54.5 million.

In September-December 1976, the National Labor Force Survey asked
similar questions of respondents. Around 29.1 million people attributed their
employment to the agricultural sector on the basis of these questions. As
the reference week was one of low agricultural activity, this figure can
probably be considered close to the minimum number employed in agriculture.
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Both the 1976 Surveys covered only 23 of Indonesia's provinces fully, thus
omitting a small fraction of the total population. 1/ As well as summarizing
the various measurements of agricultural employment since 1961, Table 2.1
also shows adjusted 1976 data to allow for the provinces not covered. On this
basis, the maximum and minimum levels of agricultural employment would be 37.2
million and 30.8 million respectively.

From the census data, it is difficult to discern any systematic
differences between the employment trends in Java and Outside Java. The rate
of population growth in Java has been considerably lower than in. the other
islands, 2/ but the rate of growth of thte labor force in each has been only
marginally different. Equally there is only a small difference betweerL the
respective rates of growth of employment. Similar patterns of seasonal
employment are observed in each area (though the variation is less pronounced
outside Java), and the sources of that additional labor are by and large
similar.

The principal difference that is apparent between Java and Outside
Java considered collectively is the relative importance of agriculture.
In Java the proportiont of the labor force employed in agriculture during the
slack season is around 57%, rising to 63% during the busy season. Outside
Java, the proportion of agricultural employment in the labor force is as high
as 66% during the slack season, rising to around 72% during the busy months.
The reason for this difference is probably the lesser degree of economic
diversification outside agriculture in the other islands as compared with
Java, as well as a more prominent estates sector.

Seasonal Changes in A&ricultural Employment

As noted earlier a most important characteristic of agricultural
employment is its extremely large seasonal variation. From the 1971 figures
the labor force in agriculture would appear to have declined by 25% at the
end of the cropping season; in 1976, the decline was about 17% between March
and October.

Conflicting evidence exists regarding the seasonal supply of labor
to meet the needs of the peak agricultural season. The census data suggest
that much of the seasonal change is met by drawing unpaid family labor into
the labor force, largely women. Moreover, it is known that women play a
major role in harvesting and, until recently, pounding and hulling rice.
On the other hand there i.s a wide range of evidence indicating that the hir-
ing of labor is extensive during the busy months, and that most seasonal
needs are met by casual wage laborers.

1/ Part OL East Nusa Tenggara, Maluku and Irian Jaya provinces were ex-
cluded.

2/ In fact most of the population growth in Outside Java took place in the
urban areas. The growth rate of the rural population of Outside Java
from 1971 to 1976 was almost the same as that in Java.
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Table 2.1: CENSUS AND SUtVEY ESTIMATES OF PCvRdS I7JULOD
IN AGRICULTURE, 1961-76

(in thousands)

Unadjusted
Agricultural mploy-

Agricultural Total mnt as Percentage Agrteiulturl
Employont /2 Labor Force of Labor Force *mlymit a

INDONESIA

1961 23,982 36,57S 69.4 24,183

1971
"Cropping Season" 33,159
September 25,821 40,100 64.4 26,020

1976
March 35,330 i4,490 65.8 37,236
October 29,133 48,431 60.2 30,814 A

JAVA

1961 14,660 22,727 65.4 24,860

1971
''rapping Seaon" 21,579
Septeaber 15,714 26,362 59.6 15,714

1976
7 23,240 36,949 G2.9
October 18,602 32,529 57.2 19,013 a

OSmIDE JAVA

1961 9,122 11,851 77.0 9,323

1971
Cropping Seaon l,.581
September 10,107 13,736 73.6 10,306

1976
March 12,590 17,541 71.8
October 10,531 15,902 64.2 11,7"991

/1 Adjusted for geographical coverage. See Appendiz, p. 2.

/2 Employed persons whoee sector of eploymant is u-imma have bow a*located to uhe ieuwltal seet
in proportion to the distribution of other employed workers.

/3 Estimted agricultural employment. See Appendix Table A-14.

Sources: Unadjusted data: 1961 Population Census SP I, Tables 4, 4.1, A.
1971 Population Census Series C, Tables 7, 7.1. 11.
1976 March Intercensal Population Surwey, Series 2, TabeS 2 , and

unpublished data supplie by US8.
1976 Sept.-Dec. National Labor Force Survey, Tables 11.9 14.9.

Adjusted data: A-9, A-10, A-ll, A-12, A-13, A-14.
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Data from the 1971 census indicate that the seasonal change in
agrictiltural employment is not evenly distributed either between the sexes,
or between workers of different status. Over two thirds of the incremen-
tal workers drawn into agriculture during the cropping season are women,
despite the fact that women make up only a little over 30% of the labor force
during the slack season.

Table 2.2: AGRICULTURAL EMPLOYMENT BY SEX, 1971 AND 1976 1/
(in percent)

Male Female Total

1971

"cropping season" 58.9 41.1 100.0
September 68.1 31.9 100.0
seasonal change 31.6 68.4 100.0

1976

March 60.6 39.4 100.0
October 66.6 33.4 100.0
seasonal change 31.9 68.1 100.0

1/ Employed persons whose sector of employment is unknown have been
excluded.

Sources: Population Census 1971, Series C, Tables 7 and 11.
Intercensal Population Survey 1976, Series 2, Table 6.
National Labor Force Survey 1976, Tables 3.7 and 3.8

From the 1971 census figures showing the status of workers in agriculture it
would appear that around 70 - 75% of the increment in the labor force for
the cropping season are unpaid family workers--relatively small changes being
observed among other types of workers. About 30% of those employed in agri-
culture during the slack season are recorded as unpaid family workers.

There is, however, other information regarding the extent of family
labor use to meet seasonal labor demand which is not wholly consistent with
that contained in the census. A research study 1/ undertaken during the 1974
wet season in five villages in Central Java shows that not more than 15% of

1/ Lembaga Penelitian Ilmu-Ilmu Sosial, Universitas/IKIP Kristen Satya Wa-
cana, Salatiga "Penelitian Sosio-Agro-Ekonomi Daerah Tuntang-Serang
di Wilayah Kabupaten Demak-Grobogan dan Lima Desa Sampel", p. 90.
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the labor input, measured in mandays, is provided by family labor, even on
the smallest farms of less than 0.5 hectares, while for the larger farms,
the proportion is lower. An earlier study 1/ during the 1969/70 wet season
in sample villages in all areas of Java aloo observed that about 15% of labor
use was provided by family labor. Moreover, in both these studies family
worker was defined to include the farmer owner or head of the household,
whereas in the census data own account workers and employers--presumably a
fairly comparable group--are excluded. The two village studies each find
that the remaining 85% of labor input is provided by hired labor.

In view of the large number of family workers who can apparently
be drawn into the labor force, the proportion of hired labor is surprisingly
high. An explanation offered by both researchers is that the need for speed
in finishing many agricultural operations once they are begun dictates the
use of outside labor. Traditional practices in agriculture also have an in-
portant bearing on the use of family labor in some operations: for example,
it was customary in the past to undertake harvesting and some other jobs on
a tolong-menolong mutual help basis with farmers working in each others
fields. When recorded statistically, this situation would appear as a very
low proportion of family labor input.

As well as seasonal differences in the size and composition of the
labor force, there are also marked differences in labor utilization, (taking
agricultural employment alone). For 1976, the results for the Intercensal
Population Survey and the National Labor Force Survey provide data on the
hours worked during the respective reference weeks, (in March and October),
which suggest that most of the net seasonal recruits to agriculture work a
full week, defined as between 35 and 59 hours. The number working in agri-
culture more than 10, but for less than 34 hours a week, is fairly con-
stant between seasons, showing less than 14% change though there is a marked
increase in the number of people working less than 10 hours per week.

The interpretation of these data is problematic. It can be ar-
gued that underutilized family labor during the off-season becomes fully
utilized during the cultivation season, and shortages of labor are met by
hiring labor for short periods. Alternatively, the data could be construed
as indicating that family labor is used with about the same degree of utiliza-
tion year round, and that seasonal shortfalls are met by hiring full-time
labor. Obviously neither of these extreme interpretations is completely sat-
isfactory, though an interpretation closer to the latter is more likely. Too
little is known about the migratory patterns of the labor force but the in-
dications are that substantial numbers of laborers move back and forth be-
tween city and countryside according to the season, seeking whatever work is
available. As the 1976 Intercensal Population Survey records 76.3% of all
workers and 80.4% of male workers, in the urban areas working 35 or more hours
during the reference week, it is unlikely that migrants would be attracted

1/ William L. Collier and Sajogyo, "Employment Opportunities Created by
the High Yielding Rice Varieties in Several Areas on Java", Research
Note No. 8, Agro Economic Survey, Bogor, June 1972 p. 4.
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back to the countryside for part-time work, unless for substantially higher
wages than could be earned in the cities. Such a gap is not apparent--in
fact scattered wage figures indicate higher earnings in the cities--and it
would therefore be expected that most workers return to agriculture because
they are reasonably sure of obtaining work for a substantial part of the
week.

Table 2.3: NUMBERS EMPLOYED IN AGRICULTURE BY SEASON AND HOURS WORKED/i
(in thousands)

Weekly hours March October Seasonal
worked 1976 1976 change

0-9 2,141 5,084 +2,943
10-24 7,875 6,767 -1,108
25-34 6,025 5,294 - 731
35-59 18,905 12,270 -6,635
60 or more 2,290 1,399 - 891

Total 37,236 30,814 -6,422>

Adjusted for geographical coverage, see Appendix Page 2; employed per-
sons whose sector of employment is unknown have been allocated to the
agricultural sector in proportion to the distribution of other employed
workers. The percent distribution of agricultural employment by hours
worked from SUPAS and SAKERNAS was applied to the total to obtain the
above distribution for March and October respectively.

Sources: Intercensal Population Survey, 1976 (SUPAS), Table 16.
National Labor Force Survey, 1976 (SAKERNAS), Table 5.9.
Appendix Tables A-13 and A-14.

This interpretation would confirm the impo)rtance of unskilled lab-
orers in meeting the needs of the agricultural seascon, since it is they who
in fact supply most of the additional manhours, even though numerically much
fewer than the additional number of family workers. It also draws attention
to the role of multiple occupations for a large section of the population as
a means of livelihood even though this involves the inconvenience of short-
term migration.

Some Structural Factors in the Demand for Agricultural Labor

Within the agricultural sector, a number of important changes have
been occurring in recent years which would be expected to affect the level
and pattern of demand for labor. More land has been brought under cultiva-
tion, especially Outside Java, and more land has been brought under irriga-
tion both inside and Outside Java; new varieties of rice have been developed
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suitable for double cropping; and more intensive cultivation practices have
been introduced involving the use of fertilizers and pesticides. All of
these factors would, ceteris paribus, be expected to shift the demand curve
for labor outwards. Yet these developments have also been accompanied by
greater use of labor-saving, techniques in certain activities, such as har-
vesting, weeding, rice pounding, and more recently, land preparation. There
have also been institutional changes within the agricultural sector, parti-
cularly in harvesting practices and land ownership, which have tended to dis-
place labor.

(i) Increases in cultivated area

Between 1963 and 1973, the cultivated area in Indonesia expanded
from 14.5 million hectares to 16.4 million hectares, an increase of 13.3%.
Comparable figures are not available for harvested area, which could have
increased more rapidly if there were more widespread double-cropping. The
likelihood and geographical spread of increased double-cropping is discussed
in the following section on irrigation. While the immediate hypothesis must
be that the opening up of new land has raised the demand for labor, the
geographical distribution of the increase in cultivated area suggests that
even if the total'demand for labor grew, little or none of the increase took
place inside Java; the total cultivated area in Java was more or less constant.
Almost the entire additional area, and therefore potential employment impact,
was Outside Java. 1/

There has been a slight change in the pattern of cultivated area in
Java, with implications not only for overall labor demand, but also for income
distribution. While the area cultivated by Javanese smallholders declined by
2.5% in ten years, their number increased from 7.94 million to 8.27 million
over the same period, an increase of 4.2%. Even if no other changes had
occurred (though they did) this of itself would have resulted in a greater
dilution of smallholders' earnings. On the other hand, the 29.4% increase in
the cultivated area -f estimates on Java may have resulted in more employment,
but for fewer people and at higher levels of productivity than were displaced
by this switching of land.

/ Certain smallholdings of less than 0.1 hectares were included in the
Census coverage in 1)73, but were excluded in 1963. If allowance is
made for this, the trends indicated are even more pronounced.
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Table 2.4: CULTIVATED AREA, 1963-73
(in thousand hectares)

Absolute x
1963 1973 Change Change

Smallholder farms 12,884 14,168 +1,284 10.0

Java 5,647 5,505 - 142 -2.5
Outside Java 7,237 8,663 +1,426 19.7

Estates 1,591 2,226 + 635 39.9

Java 524 678 + 154 29.4
Outside Java 1,066 1,548 + 482 45.2

Total 14,475 16,394 +1,919 13.3

Java 6,171 6,183 12 0.2
Outside Java 8,303 10,211 +1,908 23.0

Source: Sensus Pertanian 1963 and 1973. Figures may not add because of
rounding.

Outside Java the availability of still uncultivated land enabled
an important increase to occur both in the area cultivated by smallholders
and that by estates, though reportedly this involved the use of progres-
sively less productive land. The area planted by estates increased by 45%
from 1963 to 1973, and has continued to increase since then. Smallholders
area increased by 20 over the ten year period. Since 1973, the continued
expansion of estates and the transmigration settlement programs have pro-
bably continued to bring further land under cultivation and generate addi-
tional employment in the relevant areas. For estates, data provided by the
Directorate of Estates in North Sumatra, the province most dependent on
estates agriculture, indicate that the continued expansion. of the estates is
resulting in increased employment in that area, mainly in the use of seasonaL
and contractual labor.
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Table 205: WORKERS ON GOVERNMENT ESTATES, NORTH SUMATRA
(in thousands)

1973 1974 1975 1976

Permanent Workers 110.2 107.0 104.9 103.6

Seasonal/Contractor Workers 13.8 21.6 37.7 43.1

Total 124.0 128.6 142.6 146.7

Source: Data provided by Directorate of Estates, North Sumatra.

(ii) Irrigation

The change in cultivated area is, as noted, however, an imperfect
and possibly misleading indicator of trends in the demand for agricultural
labor, as there has been an important and continuing investment in irrigation,
offering the possibility of greater cropping intensity, along with a greater
input of manpower. Statistics from the Agricultural Censuses indicate that
investment in irrigation resulted in an 18% increase in the total irrigated
area in Indonesia between 1963 and 1973, but the distribution of the increase
between islands was extremely uneven. The amount of newly irrigated land
increased only negligibly in Java, by less than 4% in ten years, while the
major part of the increase was shared by Sumatra, Kalimantan and Sulawesi.

The employment impact of irrigation investments cannot, of course,
be accurately measured by such simple indicators as the increase in total
irrigated area, because the employment potential of irrigated land depends
to a considerable extent on the type and efficiency of the irrigation system.
Rainfed sawah has a much lower employment potential than technical irrigation
because of the greater cropping intensity that can be achieved with the
latter. A typical crop rotation on rainfed land might be a crop of rice
planted around November and harvested in March/April, followed by another
food crop such as corn or beans planted in May with the harvest date depend-
ing on the particular crop. With technically irrigated sawah, it is possible
to cultivate two crops of rice, or even a third crop if a small area is re-
served for starting seedlings before the previous crop is harvested. The
average number of mandays actually used in cultivating a hectare of irrigated
sawah in Java year round has been examined in a number of studies. For
example, two studies by the University of Satya Wacana 1/ measured the labor
input up to the point of harvesting in different groups of villages, and found
figures ranging from around 100 mandays per hectare per year to over 250 man-

1/ Lembaga Penelitian Ilmu-Ilmu Sosial Universitas/IKIP Kristen Satya
Wacana, Salatiga "Penelitian Sosio-Agro-Ekonomi Daerah Tuntang-Serang
di Wilayah Kabupaten Demak-Grobogan dan Lima Desa Sampel."
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days, depending on the type of irrigation. The figure for dry land observed
in one of the two studies is also 100. Various project appraisal reports
and other studies have estimated "optimal" labor input figures, and these
too vary widely for the same reasons. To a large extent, therefore, the
employment impact of a given increase in irrigated area depends on the type
of irrigation being created. It is therefore difficult to draw any conclu-
sion as to what gain in employment could have been achieved by irrigation
investments in Java in recent years, especially as much of the investment has
been for upgrading or rehabilitating irrigation systems.

Table 2.6: WET LAND AREA BY ISLAND /1
(in thousands of hectares)

Absolute
1963 1973 Change % Change

Java 2,528 2,618 90 3.6
Sumatra 779 1,037 258 33.1
Kalimantan 278 434 156 56.1
Sulawesi 247 445 198 80.2
Bali 73 81 8 11.0
Nusa Tenggara 170 210 40 23.5

Indonesia/ 40754 750 18.4

/1 Farms of less than 0.1 hectare are excluded. By wet land is meant
sawah, whether technically irrigated, rainfed or inundated.

/2 Maluku and Irian Jaya are excluded.

Source: Sensus Pertanian, 1963 and 1973.

Some indication of the significance of the extension and rehabili-
tation of irrigation systems for agricultural employment, however, can be
derived from available figures on increases in total harvested area. On
Java, where it is likely that the total area cultivated is decreasing, the
irrigated and wet land (sawah) area harvested increased at the rate of 1.6%

per year from 1968 to 1976 (Table 2.7). The increase appears to have been
fairly steady up until 1974 with a decline of about 5% in the following two
years. To some extent this decline in area harvested was the result of
untimely rainfall and damage by pests and disease. Outside Java over the same
period the increase in harvested sawah acreage has averaged 2.0% a year with

no signs of any break in the upward trend. Although the figures suggest a
significant increase in the intensity of land use on Java, the consequent
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Table 2,7: IRRIGATED AND WET LAND--hRV E R
IN PADDY RICE, 1968-1977

Out-
Java side Java Total

- - - - - - - million ha. - - - - - - - -

1968 3.86 2.51 6.36

1969 3.95 2.60 6.54

1970 3.96 2.72 6.68

1971 4.05 2.84 6.89

1972 4.01 2.60 6.61

1973 4.24 2.83 7.06

1974 4.45 2.89 7.34

1975 4.39 2.95 7.33

1976 4.22 3.01 7.23

1977-L 4.15 3.06 7.21

Average Annual Growth Rate/3

1968-1977 1.2 2.0 1.5

/1 Refers to irrigated and rainfed sawah.

/2 Preliminary estimate.

/3 Computed by fitting semi-log regression line.

Source: Central Bureau of Statistics.
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employment impact is unlikely to have added more than 1% per year to the
demand for agricultural labor. In many cases the effectiveness of the re-
habilitation and construction of new irrigation systems has been inhibited by
the absence of tertiary canals to bring irrigation water to fields lying away
from the main canals. But this judgment possibly understates the importance
of irrigation investments for agricultural employment. Improvements in
irrigation have been only part of the process of change in agricultural
technology that has increased the productivity of farmers and maintained
the opportunities for productive returns to the additional labor in agricul-
ture.

(iii) Improved rice technology

During the early years of experimentation with new varieties of
rice in Indonesia, expectations were high on the part of many commentators
that these varieties would not only help meet Indonesia's food needs, but
would employ additional labor in the process. New high yielding varieties
were launched initially through a pilot BIMAS project as early as 1959/60,
but were only propagated on a wider basis towards the end of the 60's.
The present day program provides credit and inputs, such as seeds, fertilizer,
insecticides, pesticides, and sprayers, and has been largely unchanged in
scope since 1972/73. The area planted to the new varieties of rice expanded
rapidly from 2.5% of the country's total rice land in 1968/69 to over 40%
since 1974/75, 1/ though it has slowed markedly since then (Table 2.8).

During the 1969/70 season, a study was conducted by Collier and
Sajogyo of the labor used up to the point of harvesting in cultivating dif-
ferent varieties of rice. 2/ The village studies were in all areas of Java,
and covered about 400 farms. The conclusion of this study was that the use
of IRRI improved varieties of rice as used in conjunction with improved
cultivation practices had increased labor use in the sample villages on
average by 25% as compared with local varieties or 20% as compared with
national improved varieties. The study concl'uded that "if the improved
varieties were adopted on the majority of farms in Java, the employment of
labor and especially hired labor would definitely increase, maybe even
attracting people who had migrated to the cities."

However, the same researchers, and others, have subsequently re-
viewed recent experience in a broader context and no longer see the adoption
of high yielding varieties as adding substantially to the demand for agri-
cultural labor. The interaction of agronomic, economic, social and institu-
tional factors has convinced many researchers that for a variety of reasons
the intensity of labor use in agricultural and particularly in rice produc-
tion is now declining. If this is indeed the case, it raises the possibility
that the expansion of the numbers employed in agriculture may be accompanied
by a decline in average hours worked. Many of the social and institutional

1/ Adelita Palacpa, World Rice Statistics.

2/ Collier, Wm., and Sajogyo; Employment Opportunities Created by the High
Yielding Rice Varieties in Several Areas of Java, Agro-Economic Survey,
Research Note No. 8, June 1972.
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Table 2.8: AREA CULTIVATED UNDER OFFICIAL PROGJAMS
(in thousands of hectares)

BDMAS INMAS TOTAL

1968 763 834 1,597

1969 1,309 821 2,130

1970 1,248 845 2,093

1971 1,396 1,393 2,798

1972 1,203 1,966 3,169

1973 1,832 2,156 3,988

1974 2,676 1,048 3,724

1975 2,683 954 3,673

1976 2,424 1,189 3,613

1977 2,056 2,173 4,229

Source: Annex to Address of State (Pidato Kenegaraan), August 16, 1974
and August 16, 1978.
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arrangements at the village level that provided mechanisms for sharing of em-

ployment and earnings opportunities are beginning to break down. The intro-

duction of new agricultural techniques to improve productivity and modernize

methods has tended to erode traditional village institutions and practices.
Since the introduction of new technology makes some of the traditional in-
stitutions undesirable, while the growing population pressure increases the

need for food and hence higher productivity, the prospect is that the strains

on the social and economic structure of rural Java are likely to be strength-

ened in future. The following paragraphs indicate some of the changes that

are occurring, and their impact on the extent and pattern of labor use.

(iv) Changing harvest systems

The traditional harvest arrangement for rice is the so-called bawon

or open harvest system. The field is open to all-comers, who traditionally

work with a small knife, the ani-ani, cutting each stalk individually. The

rice is then tied into bundles and taken back to the owner's house, where it

is divided into shares. Typically the harvester receives one-eleventh of the

rice he or she has harvested. The use of the ani-ani is, of course, tremen-

dously labor intensive and permits a large number of people to participate
in the harvest.

More recently tebasan or contract harvesting has gained in popu-

larity, replacing the bawon harvest. Under this system, the crop is sold

just before the harvest to a middleman, the penebas, who then assumes re-

sponsibility for harvest operations. Typically, tebasan is less bound by

the social conventions that govern a bawon harvest, and instead of permitt-

ing free entry, the pene1Las will often employ a team of harvesters of his

own, who move to another field after the harvesting is finished. Under, the

tebasan system, the more efficient sickle is used rather than the ani-ani.

The tebasan system offers certain output benefits. For example,

with no open harvest system, the larger number of people working in the

fields can cause considerable damage to the crop, while transport and other
losses between the field and the house of the farmer can also be costly. 1/

However, apart from this small gain, the farmer, more importantly, stands to

retain a greater share of his crop by selling to the penebas bcause of the
penebas' lower cost of harvesting. The penebas generally pays his team a wage

rather than a harvest share, and as they use sickles, they are able to harvest

at a lower cost than with the ani-ani under the bawon system. This means a

smaller proportion of the crop is required for harvesting costs and a larger

share of the harvest remains to be divided between the farmer and the penebas.

On the other hand, the share of the harvest laborers is reduced.

The switch from bawon to tebasan clearly has important distribu-

tional implications as the tebasan harvest involves fewer people than the

See Utami and Ihalau "Some Consequences of Small Farm Size," Bulletin
of Indonesian Economic Studies, July 1973.
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bawon system. Collier 1/, for example, reports on two harvests., a bawon
harvest which involved 425 people per hectare and a tebasan harvest which
involved only 194 people per hectare. Utami and Ihalau cite an example
implying an even greater reduction. Thus many laborers who previously
derived income from harvesting are now unable to do so, while the farmer
and the penebas are both gaining from the changing system.

In view of its advantages to the farmer, it is surprising that
the tebasan system which has been practiced in a small way in Indonesia for
a considerable time, did not come to greater prominence sooner. It appears,
however, that only in the 1970's has the system become more widespread,
especially in parts of central and East Java. In a number of Javanese
villages Collier / observes that between 1968/69 and 1972/73 the proportion
of farmers selling to a penebas increased from none or almost none to between
35 and 75%. The reason for this sudden shift is attributed to an interaction
between institutional and technical factors. The introduction of high yield-
ing varieties was concurrent with the decline of bawon, and may to some extent
have been a causal factor. The short stalks of the HYVs makes them more
difficult to harvest with the ani-ani. The yigher yielding varieties are
naturally more attractive to penebas since the wage cost of harvesting a given
area is more or less the same regardless of the rice yield of that area.
Moreover, the penebas reportedly prefer HYV rice because they can estimate the
yield with greater certainty than for unimproved varieties, thus reducing
their risk in buying before the harvest. It might also be added that the
shift to HYV by a farmer is also indicative of a more commercial approach to
agriculture, and this would in :urn be compatible with a shift to contract
harvesting.

An impcrtant element in understanding the working of the rural
labor markets is the so-called patron-client relationships between employer
and employee, or farmer and laborer. Such relationships serve as a means
of ensuring a regular source of labor for the employer and a regular source
of income for the employee. The strength of the relationship depended na-
turally on the extent and duration of any periods of possible employment but
many other factors such as village relationships are also important.

One advantage of the penebas is his better position in forming
patron-client relationships, which can be directly related to the use of
high yielding varieties of rice. Traditional varieties tend to be planted
at around the same time and hence to come to maturity at the same time.
The demand for bawon harvest labor would, be very seasonal. With the high
yielding -varieties on the other hand it is possible to plant at quite dif-
ferent times so that the hlarvest season is more extended and the demand
for harvest labor less seasonal. Moreover, to the extent that the adoption of
HYVs is accompanied by improved irrigation, there may be scope for double
cropping, and hence an additional demand for harvest labor. These factors are
a major advantage to the penebas, especially when combined with the technical

1/ Collier, "Agricultural Evolution in Java" (draft), December 1976.

2/ Ibid., p. 81.
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advantage of the sickle because he can recruit and keep together a stable work
force of harvesters for a longer period. The penebas therefore has a much
stronger patronage because of his ability to offer a longer period of employ-
ment, while those laborers whom he employs will gain relaxtively greater
incomes, increasing their dependence on the patron. On the other hand,
employment opportunities for others are lost in the process.

(v) Mechanical pounding and hulliq-

One of the most widely reported structural changes of recent years
has been the rapid shift from hand pounding of rice to mechanical miUling.
As recently as 1971, according to Timmer, 1/ about 80% of Java's rice crop
was hand pounded either for subsistence consumption or for local sales. By
1973 "certainly less than 50% of the crop and "maybe as little as 10x" was
Timmer's estimate of the extent of hand pounding. This estimate was based
on the imports of mechanical hullers as well as the obvious visual observa-
tion that such a large change would facilitate.

Many reasons are given for this rapid shift but the most convinc-
ing is perhaps the reduced costs that a small mechanical unit offers as com-
pared with hand pounding under almost any economic conditions or set of
relative wages/prices. Even if the labor of the pounder, usually women, is
assigned no value, mechanical milling is preferable because of the signifi-
cantly higher extraction rate and the better quality of rice produced by
mechanical units. It is therefore not surprising that their spread has been
rapid.

The impact of the new methods of milling on the pattern of labor
use has undoubtedly been substantial. Under the simplest technique of hand
pounding about 150 kg. of stalk rice can be pounded by a person a day, pro-
ducing 95 kg. of rice. For a crop of the order of 20 million tons which
has been the norm since 1973, about 133 million mandays would be required,
or around 450,000 manyears equivalent (though in fact very few women would
work year round as full-time pounders). A comparable crop milled entirely
by the small rice mills that now abound in Java would on the other hand re-
quire much less labor, perhaps only a little over half the labor needed us-
ing hand pounding.

But it is questionable whether the decrease in employment as a re-
sult of changes in milling technique have been as dramatic as the above fi-
gures suggest is theoretically possible. Some portion of the crop--but
probably less than 20%--has been milled mechanically for a considerable time,
for example, in large mills serving Jakarta or special government needs.
These earlier mills tended to be larger and owned by urban traders. With the
advent of small mechanical mills, throughout the countryside, some business
may even have been taken away from the millers in the city, thus adding
slightly to employment opportunities in the rural areas. Of these a some-
what greater proportion would probably be made up by full-time workers. It
is also likely that a large number of those employed in mills would be men,
whereas the hand pounders are mostly women.

1/ C. Peter Timmer, "Choice of Technique in Rice Milling in Java", Bulletin
of Indonesian Economic Studies, Vol. IX, No. 2, July 1973.
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In any case, however, the reduction in labor input into rice mill-
ing cannot be taken to imply a corresponding decline in the economic welfare
of those households previously supplying hand pounding labor. Many, if notmost of those households, have the option to continue with hand pounding of
part or all of their rice crop at least for their own use if it pays themto do so. (Even now the transition to mechanical milling is not yet complete
and hand pounding can still be seen in many parts of Java as well as the
other islands.) Insofar as the movement to mechanical methods reflects sucha choice of alternatives it represents a welcome change in which productivity
gains are captured by the household in the form of higher rice output, the
release of household labor for other productive purposes or simply relief
from the drudgery of daily hand pounding to meet the family's rice needs.

(vi) Hand tractors

Mechanized land preparation has recently gained a modest popularity
in Indonesia, although there is no reliable estimate of the extent of their
use. Potentially hand tractors offer cost reductions as compared with hand
preparation of the soil, and this is hastening their spread. They also
reduce dramatically the labor input required to cultivate a given area, or
alternatively put, allow a given field to be completed much more quickly
than would be the case if preparation were by hand. This is an important
factor in some areas in West Java where the soil needs to be prepared quicklyif a second crop is to be planted. The increase in mechanical power naturally
depresses the demand for labor in th!s activity.

Apparently tractors have been in use for at least ten years in some
areas, 1/ but their use has so far taken only a modest hold. Given the wide
range of technical and economic conditions in Indonesia, or even within Java,
the feasibility or profitability of tractor use varies considerably. Outside
Java, in areas where labor supply may become a constraint at certain critical
parts of the season, the use of tractors permits an increased area to becultivated, while in Java, where land availability is more or less fixed, the
use of tractors becomes feasible only in such circumstances as, for example,
where a second crop can be fitted in by using tractors, where labor is parti-cularly expensive, or where a farmer has access to sufficient land that he canmake reasonably full use of the tractor. The relative cost of tractors is de-
pendent to a large extent on the foreign exchange cost relative to domestic
prices. As inflation in Indonesia has been more rapid than in the industrial
countries which supply the tractors and their components, the fixed exchange
rate has tended to improve the relative profitability of tractors until the
recent devaluation. 2/

In the present context, the reason for the spread of tractors isof secondary importance to the fact that they are becoming more widely used

1/ Collier observed Padi-tractors in Krawang as long ago as 1968.

2/ See R.S. Sinaga, "Implications of Agricultural Mechanization for Em-ployment and Income Distribution: A case Study from Indramayu, West
Java," Agro Economic Survey, Rural Dynamics Series No. 2, April 1978.
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and are in the process of displacing a certain number of laborers, and
having some impact on the distribution of job opportunities and incomes.
In an extensive examination of the operation of tractors, R.A. Morris 1/
demonstrates that the reduction of labor input will be very large, ranging up
to almost 90% with the largest tractors presently available, though probably
around 78% for the smallest and commonest tractor, equivalent to a reduction
from, around 55 mandays per hectare to 12 mandays. Tractors have not yet be-
come widespread except in certai;a areas, such as Krawang and Subang Kabu-
patens in West Java, but should their use become more widespread, the impli-
cations for labor demand will be important. It has been noted earlier that
90% of the rice crop is now mechanically hulled as compared with almost com-
pletely hand-pounding a decade ago. If the use of trAct)rs were to spread to
90% of the land in Java, the resulting loss of jobs would be equivalent to
well over a million full-time manyears.

While such extrapolations are less than satisfactory, since such
a major adjustment could not be achieved except with adjustments in other
areas of the rual economy, the illustrative figure does imply that the adop-
tion of tractors is an important new development with a major potential im-
pact on employment. The distributional implications are also profound. To
date it has been found that those farmers most able to take advantage of
tractors are those with larger farms. As a minimum, Collier found in Subang
Kabupaten 2/ that a farmer needed to own three hectares of land-and have con-
trol over a further eight hectares before a profitable level of utilization
could be achieved. Moreover, it has been observed that access to credit to
purchase a tractor is rarely, if ever, available to the small farmer or land-
less laborer, even though they might with careful contracting be able to work
on enough land to justify ownership. Just as ownership of mechanical hullers
was restricted to the group of larger land owners or rice traders with a...cess
to credit, so the'ownership of tractors is likely to be equally concentrated.
The small ntiber of farmers owning more than three hectares would apparently
impede the spread of tractors, but it should be noted that in the past, con-
tractual arrangements for plowing between land owners and kerbau (water-
buffalo) owners have been prevalent. There is therefore an established frame-
work for contractual plowing which could hasten any trend.

(vii) Land holding and the new technology

In the Indonesian contAxt, access to capital, whether in the form
of land or some other asset, is a major determinant of the productivity of
an individual's labor. In agriculture this is no less true than in other
sectors, with land being the most critical. Documentation of land owner-
ship patterns is relatively scarce, and of land transfers almost nonexistent.

1/ R.A. Morris, The Potential Impact of Mechanical Land Preparation in the
Indonesian Small-Holder Rice Production Sector, 1975.

2/ William L. Collier, Jusuf Colter, and Chaerul Saleh, Observations on
Recent Rice Problems at the Farm Level in Subang Kabupaten, Research
Note No. 12, December 1972, IPB.
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The written literature contains almost no aggregate quantitative information,
though there have now been two agricul:ural censuses in 1963 and 1973 which
provide some information on land holdiLg. These indic#te almost no change in
the relative distribution of land holding over that period, though population
pressure reduced the average farm size slightly. Most land is owned by small
farmers having less than one hectare of land, but even though land ownership
is widely spread, the number of farm owners in 1973 was only equal to about
50% of the agricultural labor force during the slack season, indicating a high
proportion of landless laborers.

In view of the importance of land ownership or at least control
over land for income distribution, recent reported developments regarding
changes in land ownership take on considerable significance. Recent obser-
vations at the village level report a high rate of land sales, often to people
outside the village, with a consequent loss of control over the land. This is
furthermore reported to be associated with a greater commercialization of
agriculture and the increase-d profitability resulting from shifts to tech-
niques that may be labor displacing such as the shift to tebasan, the use of
sickles, and mechanical land preparation which are each less costly than
alternative methods.

Reports from villages also suggest that land transfers may be
linked with the structure of risks involved in the modernization of agricul-
ture. In using the traditional varieties of rice, farmers incur relatively
less risk than in adopting the high yield varieties. The input investment
at the beginning of the season is considerably less with the traditional
varieties. The returns at the end of the season are of course higher, Ca.
average, from the high yielding varieties, but are by nature uncertain. In
the event of a crop failure, many small farmers who are already living
barely at the margin of subsistence may be unable to meet their debt obli-
gations other than through the drastic alternatives of leasing, mortgaging
or even selling land--an almost irreversible step, which relegates the the
farmer to the ranks of the landless, and may deprive him of the use of his
most important asset. The effect of this risk is not evenly distributed
between land owners of different sizes. A larger farmer may, because of his
greater wealth and possibly his greater access to credit, be able to avoid
the alternative of selling hio land. Subdividing or share-cropping land may
be feasible as a means of reimSursing debts while the farmer still retains
ownership and control over most of his fields.

Another aspect of risk involved in the high yielding varieties has
become apparent in recent years,'namely the wereng pest which destroyed a
considerable part of the rice harvest in West Java and is difficult to con-
trol. Although this is a specific instance, it provides a good example of the
risks a farmer takes in using new technology on his land. The high yielding
varieties proved most susceptible to the wereng, which has long been known in
Indonesia but was rarely a source of major crop damage on a wide scale while
the traditional varieties were being cultivated. The new varieties tend to
mature at different times, which permits the wereng to move from field to
field. When most fields in an area are cut at roughly the same time as with
the traditional varieties, the wereng's chance of survival is much reduced.



- 40 -

There is insufficient evidence to conclude that crop damage from
the wereng is causing widespread bankruptcy and land sales, though it has
surely contributed to such trends in the areas where it has struck. The
example does serve to indicate that the structure of risks accompanying the
process of agricultural development will have redistributive effects and
can be expected to result in significant changes in the structure of agri-
cultural employment and incomes.

Non-Agricultural Employment in Rural Areas

The picture that emerges from the many structural changes occurr-
ing within the agricultural sector is that there are many pressures tend-
ing to displace agricultural workers and to reduce the demand for agricul-
tural labor. Outside Java, the increasing cultivated area may be sufficient
to offset any internal structural changes that reduce employment, but in Java
the lack of new land and the limits to increases in the intensity of culti-
vation make it almost inevitable that the growth of the agricultural sector
will be accompanied by slower rates of labor absorption.

The process of modernization, and institutional and technical
changes within agriculture have had an effect not only on the growth of the
agricultural work force, but also on its composition. There is a discern-
ible increase in the number of landless or almost landless laborers, who
must rely to an increasing extent on the market for unskilled labor as the
main determinant of their incomes. This is illustrated by the trends ap-
parent in the various population and agricultural censuses. The numbcr of
households in the rural areas increased from 16.6 million in 1961 to 21.7
million in 1976, an average rate of increase of 1.8% annually or 330,000 new
households. On the other hand, the number of farms 1/ increased from 12.3
million in 1963 to 13.9 million in 1973, an average rate of increase of
only 1.2% annually. At a conservative estimate, therefore, the number of
rural households without access to land, either ownership or tenancy, is
increasing at an annual rate of over 3%. If this trend has continued, in
1976 there would have been almost 7 million rural households without signi-
ficant landholdings as either owners or tenants.

A less conservative estimate of the growth of "landlessmess" can
be derived from figures in the Intercensal Population survey on the area
cultivated by agricultural households defined as those with at least some
income from agricultural activities. These data show that over half of
agricultural households in rural areas cultivate less than 0.3 hectares, and
almost 60% less than 0.5 hectares of land. On this basis it would seem that
there are 10-12 million rural agricultural households who might be classified
as landless in the sense that they do not have access to cultivated areas of
sufficient size to provide even the potential for minimal employment and
income needs. In fact only 12 million rural households report agriculture as
their sole source of income and only 9 million of these report per capita
consumption expenditures over Rp 2,000 per month.

1/ Greater than 0.1 hectare.
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All this underscores the heavy and growing dependence of rural
households on participation in labor markets to provide additional sources
of income, especially in the non-agricultural sectors. Although two-thirds
of rural households report that they depend primarily on agriculture for
their incomes, almost 17% of these supplement their incomes from non-
agricultural sources. In all some 45X of rural households derive at least
part of their income from activities outside of agriculture with over 25%
wholly dependent on non-agricultural incomes. While separate figures for
Java are not available, the corresponding percentage there would undoubtedly
be substantially higher.

The large and growing importance of non-agricultural employment
in rural areas makes the lack of detailed information about the specific
types of activities involved particularly troublesome. From the distribu-
tion of the primary sector of employment of rural workers they appear to
be heavily concentrated in the trade and service sectors which together
account for almost two thirds of rural employment outside agriculture (Table
2.9). But manufacturing contributes a substantial fraction, over one quarter,
much of which must be in extremely small enterprises, the products and char-
acteristics of which are largely unknown.

Table 2.9: COMPOSITION OF NON-AGRICULTURAL EMPLOYMENT
IN RURAL AREAS, MARCH 1976

Male Female Total

Mining and Manufacturing 21.8 31.5 25.8

Construction and Utilities 9.4 0.5 5.8

Trade and Finance 31.9 49.2 39.0

Transport and Communications 8.1 0.2 4.8

Services 28.8 18.6 24.6

Total Non-Agriculture /1 100.0 100.0 100.0

/1 Excludes rural employed whose sector of employment is not
known.

Source: Appendix Table A-13.

The search for alternative employment by the rural population is
not, of course, restricted to the rural areas; migration between urban and
rural areas, permanent, temporary and seasonal, adds to the complexity of
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the Indonesian labr- market interrelationships, especiaily on Java where the
availability of t- isport and the proximity of urbanized areas make it fea-
sible for rural workers to look to urban labor markets for employment oppor-
tunities.

With increasing numbers of rural households dependent for their
livelihood on the sale of labor services, the course of wages obviously be-
comes an increasingly important determinant of rural incomes and standards
of living.

Wages and Earnings in the Rural Areas

The developments in the agricultural sector clearly point to a
relative decline in demand for agricultural labor over time, even though an
increasing number of people are participating in the sector. The sketchy
information on wage levels in rural areas does not, however, indicate a de-
cline in real wages. Some of the available indexes even suggest a modest
increase in laborers-' wages as well as in the earnings of farmers.

No general wage index for rural areas is prepared by the Govern-
ment of Indonesia, so all indicators are subject to limitations of cover-
age, definition, consistency, etc. but only fragments of information are
available. The broadest coverage refers to agricultural estates where in-
formation has been gathered for a considerable period regarding levels of
employment and wages paid. For permanent workers, the information may be
quite reliable though unfortunately for temporary workers who appear to be
gaining in numbers more rapidly, information is collected only on earnings
and numbers but not on mandays worked, thus making it impossible to estimate
average daily earnings for this critical group. However, the cost to the
employer of wages in kind are included in the earnings figures.

The trend in real earnings on estates differs between the two areas
ii which most of the estates are concentrated, namely Java and North Sumatra,
and also between earlier and later time periods. It is apparent that from
the late 1960s until the early 1970s, real wages of estate workers in all
areas grew appreciably, though on Java the growth was apparently more rapid.
Since then the upward movement has slowed: the real earnings of tea estate
workers in Java increased by 4.5% between 1971 and 1975, while those of their
counterparts in rubber stagnated. Rubber workers' real earnings in North
Sumatra fluctuated around a declining trend while real earnings in North
Sumatra tea estates rose by 20% (Table 2.10).

For workers off estates, wage data are almost nonexistent. Village
level observations on Java collected by the Agro Economic Survey 1/ suggest
a modest increase in real wages over the last ten years, but that experience
in different villages varies considerably. Although the overall trend of
these data is slightly upwards there are individual villages where the real
wage appears to have declined over the 1967-1977 period.

1/ An Intar-Ministrial Research Organization for Policy Analysis on the
Agricultural Economy of Indonesia.
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Table 2.10: INDMS OF REAL WAGES OF PERPANENT P.iJODUCTIOI
WOREERS ON RUBBER AND TEA ESTATES,
JAVA AND NORTH SUMATRA, 1966-1975

Javw- North Sumtr /2

Rubber

1966 78.8 94.5

1967 85.8 74.6

1968 75.1 86.0

1969 100.4 88.7

1970 99.9 124.2

1971 100.0 100.0

1972 101.0 116.9

1973 92.9 105.2

1974 89.0 90.6

1975 100.0 106.3

Tea

1966 66.2 97.0

1967 74.9 781;8

1968 40.7 77.6

1969 57.i 85.7

1970 92.4 97.4

1971 100.0 100.0

1972 100.6 116.5

1973 77.9 106.6

1974 86.4 110.3

1975 104.5 120.2

/L Index of average earnings deflated by price indes of
12 food articles in rural markets, Java and Madura.

12 Index of average earnings deflated by cost of living
index in Medan.

Source: Earnings calculated from BPS, Wages Paid on
Estatest 1966-1975.
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It is also difficult to judge how systematic any change in wages
may have been over time as there have been marked increases and decreases
from year to year within the period. The observed real wages are deflated
by the retail price of rice in the village, and the use of a single commo-
dity for deflation may contribute to the irregularity of the series, which
in any case suffers from a relatively small number of observationr. The
choice of the price of rice as the deflator may also overstate even the mo-
dest increase in wages that actually occurred, as Government policy efforts
to stabilize rice prices resulted in a slower rate of increase than for most
other food prices in the rural markets of Java. It is clearly impossible to
draw any general and firm conclusion from the data presented, though it may
be safe to say that real wages in the rural areas of Java did not decline,
but that any increase has been very small.

Table 2.11: INDICATORS OF CHANGES IN REAL AGRICULTURAL
WAGES IN JAVA

Relwae1/ 2ees/

Real wages- (Kg rice equivalent) in: Indexes-/of wages for:

Spading Weeding Hoeing Weeding

1967 - 99 100
1968 1.0 - 87 98
1969 1.0 0.6 89 99
1970 1.0 0.7 85 102
1971. 1.0 0.6 100 100
1972 0.7 0.6 97 96
1973 - 0.4 104 107
1974 - - 118 122
1975 - - 125 118
1976 - - 123 121
1977 - - 111 109

1/ Unweighted average of money (excluding meals) wages in 15 Javanese
villages deflated by the retail price of rice.

2/ Unweighted average of money wages (excluding meals) in 6 West Java
villages deflated by retail price of milled rice.

Source: Makali and Sri Hartoyo, "Perkembangan Tingkat Upah don Kesempatan
Kerja Buruh Tani di Pedesaah Jawa," Agro-Economic Survey, Rural
Dynamics Series No. 4, June 1978, and Benjamin White, "Political
Aspects of Poverty, Income Distribution and its Measurement: Some
Examples from Rural Java", (Draft) prepared for the Asia Society
Seminar on "New Measures for New Development Goals in South and
Southeast Asia" Bogor: November 1977, Table A-1.
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The only major source of information on non-agricultural rural
wages is the series on wage rates of construction labor collected in
connection with the Kabupaten public works program (Table 2.12). This
series does not, however, provide systematically collected data on wages
actually paid, but consist of estimates by local officials of the wage
levels prevailing in their areas for particular types of labor employed on
Kabupaten public works projects. The estimates are used in budgeting
expenditures on public work projects; the actual hiring and payment of the
labor employed is done by the construction contractors. In spite of the
statistical short-comings and uncertainties surrounding these wage series
they can be expected to reflect, if only imprecisely, general movements in
local wage levels and rural-urban wage rate differentials for construction
labor.

The pattern revealed in these series suggests rising real wages in
the rural areas of Java, the northern provinces of Sumatra and the southern
provinces of Sulawesi. Real wages appear to have declined in North Sulawesi,
Kalimantan and the central and southern provinces of Sumatra. In contrast
the figures for wages in urban areas suggest declining real wages Outside Java
but stable or rising levels on Java with the notable exception of Jakarta.
Despite the weaknesses of the data it is significant that the series reveal no
tendency for decreased real wage levels in rural Java. Moreover, from these
figures there seems to be little evidence of sizeable positive differences
between wages for unskilled construction labor in urban and rural labor
markets. This will be taken up further in the following section. Finally,
the figures confirm the existence of substantial money wage differentials
between provinces but suggest that these have been declining in recent years.

The general impression conveyed by the fragments of information
on wage levels and trends is one of diverse and freely functioning labor
markets in which wages are responsive to underlying changes in the demand and
supply of labor. To the extent that this is so, it adds significance to the
fact that the rapid increases in employment of recent years have been accom-
plished with no discernible downward trend in real wage levels, even in the
densely populated areas of rural Java. From the evidence at hand, despite the
relative decline in demand for labor in Javanese agriculture and the dis-
placements associated with structural changes in agricultural technology and
institutions, the demand for labor in non-agricultural activities appears to
have expanded sufficiently to avoid any general and substantial decline in
real wages on Java.

The observation that the general level of real wages in the rural
areas of Java has been maintained cannot, however, be translated into a
judgement that there has been no deterioration in the standards of living
of some rural workers. In the first place, as remarked upon earlier, for
some households the increase in labor force participation may represent
additional efforts by members of rural households to maintain incomes in
the face of declining demand. More important is the likelihood that cer-
tain groups less well placed to adapt to the shifting demands for labor have
experienced absolute decline in labor income and economic welfare despite



Table 2.12: NUS AND REAL WAGES IN RURAL AND URBAN AREAS FOR UNSKILLED CONSTRUCTION IBR
(INPRES KABUPATEN PWDGRA), 1971-1978

Rural Urban Rural Urban
Nominal Da iv Wnes Ninal Daily V Real YageaLr Reel UgeOLA

1971/72 1977/78 1971/72 1977/73 1977/78 1971/72 - 1977/76 1977/76 1971/72 - 1977/7
-- - - UP - --- - - - - - -raP ---- - (1971 prLceC) - - (1 chane) - - (1971 prLcee) - - (1 chaage)- -

Aceb 160 501 175 425 169 18.1 151 -13.9
N. Seatra 293 514 256 483 .. .. 161 -37.8
V. Smatra 182 482 183 356 220 20.9 121 -33.7
RLau 320 43n 250 450 273 -14.7 164 -26.5
JoabL 350 560 250 500 253 -27.7 209 -16.3
S. Siatra 262 419 250 425 149 -43.1 140 .43,9
LipunP 163 400 200 500 149 -1. 172 -13.8
Iengkulu 250 467 250 500 169 -32.4

Jakarta D.*. U.S. 260 400 U.S. U.S. 131 -49.7
V. Java 155 476 1SO 531 165 6.5 1U 25.1
C. Java 95 319 94 333 111 16.6 130 37.8
Jogyakarta 86 256 65 250 69 3.5 64 - 1.3
E. Java 117 41 111 400 145 23.9 148 33.5

Bali 123 328 1.C. s.a. 115 - 6.5 s.a. s.-.
". INsa, TeOggara 130 350 s.c. s.a. 124 - 4.6 s.a. M.c.
2. NIsa !-anUara 94 307 O.C. O.C. 120 27.7 O.a. n.a.

W. Kal eantOn 325 717 30 00 .. .. 275 - 6.5
C. Kalluantas 370 601 350 600 .. .. 272 -22.4
S. Kalimantan 194 422 250 SOO .. .. 175 -29.6
B. Kalimantan 375 375 .. ..

N. SUlavesi 297 505 250 525 216 -27.3 182 -27.1
C. SulaVeal 136 475 s.a. s.a. 213 60.2 U.S. O.-.
S. SulaweaL 133 349 112 350 147 10.; 140 25.0
S.3. Sulawesi 100 336 ma. s.a. 127 27.A .a. s.a.
aluku .. 500 .. 5OO .. .. 179 S

V. Irian .. 533 s.a. O.C. .. .. D.C. S.C.

l NMoaml wages deflated by price IsOeZe fOr rural mackets (9 eeetial comditiea).

L2 Eamidal wages deflated by coat of living iLie=e for Selected citlie in the variom proswlmca.

source: Datt a 1ied t- lMIPURM INRBB 6AT1 II.
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stable or slightly rising average levels of real wages. All this is merely
to emphasize that any characterization of Indonesia's employment proble-ns
that gives attention only to the aggregates and averages would be incomplete
and misleading in its neglect of the actual experiences of particular groups
of workers and their families.
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III. EMPLOYMENT AND WAGES IN URBAN LABOR MARKETS

Growth and Pattern of Urban Employment

As should be evident from Table 1.6, it is not possible to give a
precise estimate of urban employment growth. It seems, however, that urban
employment has grown at a rate slightly under that of rural employment between
1971 and 1976, 3.8% compared to 4.8% per year. 1/ Despite this fairly rapid
rate of employment growth--substantially above the 2.6% growth rate of the
urban population during that period--is somewhat slower than the estimated
growth of the labor force, implying as noted earlier that open unemployment in
urban areas may have increased to perhaps as much as 5.5 or 6.0% in 1976
compared to 4.8% in 1971.

So far as can be determined from the available figures, there has
been remarkably litLle change in the sectoral pattern of urban employment
since 1961 even though the number of employed in urban areas has grown by
about two-thirds, as shown in Table 3.1. The apparent decline from 1961 in
the percentage of manufacturing employment is uncertain because of the dif-
ferent definitions of employment used in tha 1961 census. But in any case
it is clear that the trade, transport and service sectors have consistently
accounted for 65-70% of total urban employment.

The decline or stagnation in the share of manufacturing in urban
employment during a period when the proportion of emiployed in manufacturing
in rural areas was increasing may reflect the "spillover" of manufacturing
activities into areas immediately adjacent to the cities. 2/ The 1971 Survey
of Large and Medium Manufacturing Establishments indicates a pronounced con-
centration in and around urban centers--66% of the large scale and 60% of
the medium scale firms. Small scale enterprises, on the other hand, are
much more widely dispersed; the 1972 Survey of Small Scale and Home Indus-
tries found that less than 20% of total employment in these enterprises
was in and around urban areas.

The seasonal differences in the sectoral distribution of employ-
ment between March and October 1976 suggest that the trade and manufacturing
sectors are the principal .net sources of seasonal workers to agriculture.
While it may be somewhat suirprising at first to find urban manufacturing
workers playing this seasonal role, it is less so when it is recognized that
much manufacturing employment is in extremely small enterprises many of which
may be operated on a casual or intermittent basis.

1/ Alternative estimates of employment in 1971 yield annual growth rates
of 2.2% for urban areas as compared to 3.0% for rural. For details,
see Table 1.6.

2/ This urban spillover explanation was first given by R. M. Sundrum,
"Manufacturing Employment 1961-71," Bulletin of Indonesian Economic
Studies, March 1975.
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Table 3.1: INDONESIA: PERCENT DISTRIBUTION
OF EMPLOYED PERSONS IN URBAN AREAS

Sept. Sept. March Oct.
1961 1971 1976 1976

Agriculture, Forestry, Fishing 11.9 10.8 13.0 10.7

Mining and Quarrying 0.5 0.8 0.3 0.3

Manufacturing 16.2 12.0 9.8 12.7

Construction 6.0 5.2 6.6 4.7

Utilities 0.9 0.5 0.3 0.3

Trade, Financing, Insurance 20.9 27.8 27.8 30.2

Transport, Storage & Communication 9.9 9.3 8.1 8.6

Services 33.7 33.6 34.1 32.5

100.0 100.0 100.0 100.0

Total* (4,297,860) (5,796,476) (7,217,682) (7,000OOO)'0

(6,256,000)/2

*Total includes unknowns.

/1 Total employed result from projecting March 1976 Population Estimates and applying labor
force and employment ratios from Sept.-Dec. 1976 Labor Force Survey. See Appendix p. 3.

/2 See footnote Table 1.6.

Sources: 1961 Population Census, Series SP II, Table 8.
1971 Population Census, Series C, Table 7.
1976 Intercensal Population Survey, No. 2, Table 9.
1976 National Labor Force Survey, Table 14.3.
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The 1977 Bank Report on the Industrial Sector 1/ estimated total
employment in manufacturing firms with 5 or more employees at about 1.25
million. Even if as much as 35% of this total was in urban areas (a lesser
proportion is suggested in the 1972 industrial survey), this would mean that
about 215,000 manufacturing workers, or roughly one third of the estimated
650,000 total employment in urban manufacturing were employed in enterprises
with fewer than 5 employees. There is some evidence that the relatively
slower growth in urban compared to rural manufacturing employment reflects
the slower rate of employment increases in the larger scale enterprises. Al-
though the data from the 1971 and 1975 surveys of manufacturing are not wholly
comparable they suggest that the growth in employment in enterprises with more
than 5 employees between those years amounted to about 5.5% per year. Esti-
mates from the 1971 Census and 1976 Intercensal Survey indicate an annual rate
of growth in total employment in manufacturing of almost 8% (8.5% in rural
areas). The statistical evidence is too slight to warrant definitive con-
clusions but it nevertheless suggests a disproportionate growth in extremely
small and very likely marginal manufacturing enterprises which may serve a
valuable function in providing primary or supplemental incomes to large num-
bers of workers but probably cannot be considered a solid foundation for the
future expansion and development of a modern manufacturing industry in Indo-
nesia.

Some confirmation of th'e rapid growth in recent years, of extremely
small enterprises can perhaps be read into the apparent increase in -the
proportion of non-wage employment--own account workers, family workers and
employers in the urban areas (Table 3.2). But a similar increase in this
proportion is not observable in rural areas where it seems to have remained
virtually unchanged. In any case, a pronounced decrease in the ratio of
employees to employers seem to be the result of counting many own-account
workers as employers in 1976. Inferences regarding changes in the structure
of industry can hardly be based on such movements given the nature of the
data.

Despite the importance of own account workers and unpaid family
members in urban employment, employees working for wages or salaries clearly
predominate in urban labor markets with nearly 60% of those employed in urban
areas in 1976 classified as employees. Excluding the trade sector (where
wage employment amounted to less than one sixth of total employment)
this proportion rises to almost 83% of urban non-agricultural employment.
With this degree of dependence on wage employment, it is obvious that the
prime determinant of the economic well being of urban workers is the trend
and structure of urban wage rates.

Urban Wage Levels and Differentials

The great diversity in the composition of wages and the practice
of relating a significant proportion of wages especially those in kind, to
the family status and family size of the employee add to the difficulties
of quantifying wage levels and differentials. It is a fairly widespread,

1/ World Bank, "Problems and Prospects for Industrial Development in
Indonesia" Report No. 1647-IND, Volume I, August 25, 1977.
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Table 3.2: INDONESIA: DISTRIBUTION OF EMPLOYED PERSONS IN
URBAN AND RURAL AREAS BY EMPLOYMENT STATUS, 1971 AND 1976

September 1971
Urban Rural Urban Rural

Own Account Worker 26.5 41.5 23.8 22.3

Employer 3.9 3.8 8.4 20.0

Unpaid Family Worker 8.0 26.2 9.5 28.6

Employee 61.6 28.5 58.3 29.1
/1

Total 100.0 100.0 100.0 100.0

/1 Total does not include those employed as social workers in Sept.-Dec.
1976.

Sources: Calculated from 1971 Population Census, Series C, Tables 9.1-
9.9; and 1976 Labor Force Survey, Sept.-Dec. 1976, Tables 12.3
and 12.6.
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but by no means universal practice, especially among large enterprises, 1/
to combine cash wages with certain cash and in kind allowances. A small
proportion of large enterprises provide family, housing, transportatiLon,
cost of living allowances, etc., while very few small enterprises pay such
allowances.

Government civil servants and employees of government comraercial
enterprises receive both family allowances and payments in kind called the
rice allowance, in addition to the basic salary of the employees. In govern-
ment departments the rice allowance since April 1, 1977 has been given .only
to the employees of the lowest four grades, but the family allowance at 5%
of the salary for wife and 2% for each child with a maximum of 3 children,
is provided to all employees of all categories. While the basic salaries,
rice and family allowances have recently been made virtually uniform in the
various government departments, there is considerable diversity in these re-
gards among various government commercial- enterprises. In both government
departments and commercial enterprises the proportion enjoying free or sub-
sidized housing and transportation is quite small, and is usually confined
to employees in senior grades.

The complicated wage systems of relating wages to the "needs of
the worker," especially through family-based payment in kind, evolved in
Indonesia after independence and reflected a desire to incorporate social
considerations into wage setting. However, in recent years not only has
the importance of payments in kind decreased, but the compositioni of wages
seems to have begun to be simplified in many cases. Many large employers
as well as most small ones in urban areas pay only cash wages without any
allowances related to the family size of the worker.

Systematic documentation of wages even for the large-scale enter-
prises is virtually non-existent. Some broad indication of the wage levels,
skill differentials, and urban-rural differences can be derived from the
wage statistics collected in connection with the Kabupaten public works
program (INPRES) despite their defects. The general impression conveyed
by these data (Table 2.12 in the preceding section) is of rather wide inter-
provincial differences in wage for unskilled construction labor in urban
areas but of relatively small differences between rural and urban areas in
the same province. Although we do not have data on general price levels
for different areas, it is presumed that there are some inter-area differences
in price levels. It is likely that differences in cost of living would re-
duce, but not eliminate, the regional real wage differences. Nevertheless
the geographic pattern is generally in line with what might be expected on
economic grounds in that the ordering in the reported wage rates corresponds

1/ Fifty nine percent of the 183 large manufacturing enterprises included
in the "Survey of Wages and Salaries" conducted in 1973 by the Manpower
Department (with ILO/UNDP) paid some wages in kind, mainly rice. Un-
published data for the survey of 1977 indicate that 35% of large enter-
prises in manufacturing paid some wages in kind.
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in the main to what is known about the abundance of labor relative to demand.
The higher wage levels in the Sumatra and Kalimantan provinces compared to
the Javanese provinces are consistent with the pressure of labor supply on
that densely populated island. Within Java, as well, the lower wage levels
in Central Java and Jogyakarta reflect the comparatively depressed economic
conditions in those provisions.

The pattern of urban-rural differentials for 1974/75 (Table 3.3
columns 1 and 2) presents a more complicated picture with urban wage rate
lower than those in rural areas in 10 out of the 18 provinces. Even in
those provinces where urban wages exceed rural wages, the difference is more
than 25% in only three cases and is as much as 47% only for unskilled workers
in West Kalimantan. Perhaps the only conclusion which can be drawn with a
minimal degree of certainty is that the figures provide no evidence of a
substantial gap between urban and rural wage levels for similar occupational
categories. The absence of such a gap is consistent with a high degree of mo-
bility, seasonal and otherwise, between rural and urban areas and the rela-
tive unimportance of institutional influences tending to maintain higher
wage levels in urban areas.

On the basis of these data, the skilled/unskilled differential in
construction appears to be fairly consistently about 40-60% in urban areas.
The pattern is generally similar in rural areas. The construction skills
included are masons, carpenters, road builders and other "tukang" of various
types as well as foremen.

Data on occupational wage levels in other sectors are very sketchy.
Some data were collected in wages and salaries surveys of the large-scale
enterprises in manulfacturing (November-December 1973) and in construction,
transportation, mining and logging (November-December 1974). Since our main
interest is in inter-sectoral wage differentials and differentials among
various skill categories, data are presented in Table 3.4 for Java only in
order to minimize the effect of inter-regional wage difference on the sec-
toral pattern.

The survey covered 152 large-scale manufacturing establishments.
Survey coverage of the other sectors is not known, nor is it certain that
all the firms surveyed were located in urban areas, but presumably the ma-
jority of them are. The large majority of the firms provided in addition
to reported wages some other allowances, and payments in kind.

The wage data--presented in the form of averages of lowest paid
workers, and averages of highest paid workers of different categories--indicate
that the average minimum, not a legal minimum, wages of unskilled workers
are about the same (a little over Rp 8,000 per month) in construction, min-
ing and logging; and the same is roughly true of the average maximum wages
of unskilled production workers in these sectors. The average minimum wage
for unskilled production workers in transportation is considerably higher,
while that in manufacturing considerably lower. The relatively higher wages



- 54 -

Table 3,3; AVERAGE DAILY WAGE DIFFERENTIALS
IN THE INPRES KABUPATEN PROGRAM 1974/75

(Percentage)

Urban/Rural Skilled/Jnskilled
Unskilled Skilled Urban Rural

1. Aceh 81.6 75.5 161.5 174.5
2. N. Sumatra 90.9 87.9 162.3 167.8
3. W. Sumatra 86.7 75.7 141.2 161.7
4. Riau 88.9 93.3 175.0 166.7
5. Jambi 96.2 68.5 100.0 140.4
6. S. Sumatra 119.5 106.8 142.9 159.7
7. Bengkulu 100.0 119.0 166.7 140.0
8. Lampung 107.3 93.8 140.0 160.1
9. Jakarta - - 157.1 -

10. W. Java 127.3 133.1 158.1 151.2
11. C. Java 99.4 107.6 189.4 175.1
12. Jogyakarta 129.0 124.5 150.0 155.5
13. E. Java 98.1 88.9 163.8 180.8
14. W. Kalimantan 146.6 109.8 150.0 200.3
15. C. Kalimantan 106.4 85.9 110.0 136.2
16. S. Kalimantan 122.3 105.3 125.0 145.3
17. E. Kalimantan - - - -
18. N. Sulawesi 91.7 97.1 145.5 137.3
19. C. Sulawesi - - - 134.5
20. S. Sulawesi 94.8 89.7 175.0 184.8
21. S. E. Sulawesi - - - 217.9
22. Bali - - 125.9
23. W. Nusa Tenggara - - 175.0
24. E. Nusa Tenggara - - - 259.8
25. Maluku 100.0 107.1 166.7 155.7
26. Irian Jaya - - 132.4

Source: Calculated from J.A. Salim, Regional Wage Differentials (unpublished)
as quoted in the BIES, No. 3, Vol. XI, November 1975.



Table 3.4: JAVA: MONTHLY WAGES OF WORKERS OF VARIOUS CATEGORIES
IN SEVERAL LARGE-SCALE SECTORS

(Rupiah/Month)

Nov-Dec, 1973 November-December, 1974

Manufacturing Construction Transportation ining Logging

Lowest Average Lowest Average Lowest Average Lowest Average Lowest Average

1. Unskilled Production
Workers 3,700 8,256 11,123 8,208 8,159

2. Se=i-skilled and
skilled production 5,200 11,424 15,741 17,327 14,812

3. Clerical Workers 10,800 11,909 14,739 18,165 16,692

4. Supervisors 9,800 17,477 30,167 31,475 21,900

5. Professional Workers 26,100 39,896 65,750 60,169 28,750

6. Managerial Workers 30,400 48,535 61,170 59,970 45',077

Source: Proyek Bersama, Results of a Survey undertaken by ILO and the Department of Manpower, Transmigration and
Cooperatives. The Wage Survey for Manufacturing was undertaken in November-December, 1973, The Survey
for other sectors was undertaken in November-December, 1974. (Original text in Bahasa, Indonesia.)
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in transportation may be offset by relatively smaller allowances or may pos-
sibly reflect higher elements of skill among production workers in transpor-
tation than in the other sectors. The lower manufacturing wage is at least
partially explained by the rise in the consumer price index of 33% between
November-December 1973 and November-December 1974 when the wages of other
sectors were surveyed. The differential between semi-skilled/skilled and
unskilled is around 50% in all sectors. The lowest average wages of semi-
skilled/skilled workers and clerical workers are fairly similar, except in
manufacturing where clerical workers' wages are double those of semi-skilled/
skilled production workers, largely because the latter have lower wages.

Limited as the data from these surveys may be, they again provide
no evidence of substantial differentials between sectors in average earn-
ings for similar occupational categories.

One sector for which more detailed data on wage scales are avail-
able is the government sector. In 1977 about 1.8 million persons were em-
ployed in government departments of which perhaps 1.0 million were located
in urban areas--roughly 15% of total urban employment. The government wage
scales do not follow occupational classification, however, but are set for
different groups or grades with specified criteria regarding educational
qualifications and experience. 1/

The Government has a basic salary scale for each grade and group,
with automatic periodic increments. The basic scale which was introduced
in 1968 has been completely changed for all groups in 1977, mainly in response

1/ The government employees have four grades I-IV which are classified into
17 groups; Ia through Id, IIa through IId, IIIa through IIId, and IVa
through IVe. These grades and groups have corresponding salary scales.
The lowest group Ia normally requires completion of primary education -
(6 years of schooling). Ib requires lower secondary education, i.e.,
6+3 years of schooling. Group Ib employees after 4 years experience may
move up to group Ic, and after a total of 8 years experience to group Id.

Employees appointed directly in Grade II are required to be High School
Graduates, i.e., (6+3+3) years of schooling. A high school graduate with
4 years e;xperience in IIa may move to lIb, with another 4 years experi-
ence to IIc and after a further 4 years experience to lId. However,
candidates having higher education, i.e., college degree (15 years of
schooling) may be directly appointed to Group IIb. Primary school
teachers, and typists are usually in Grade II.

Employees in Grade III are usually required to have Bachelor's, or more
frequently Master's degrees. Employees may be promoted from IlIa to
IIIb after 4 years experience, and similarly for the next two groups up
to Group IIId. Positions in Grade IV are filled through promotions from
Grades III on the basis of education and competence, and through a system
of examination.
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to very large increases in general prices and also to si"'plify some customary
allowances paid to employees. The basic salary scale 1/ effective from
April 1977 for 10 of the established 17 groups (including the bottom and
the top) are shown in Table 3.5.

Although information is not available regarding the exact salary
scales and allowances prevailing around 1974--the reference period for wage
and salaries in other sectors mentioned earlier--it appears from some un-
published data of the Manpower Department that a government employee in the
lowest grade Ia with a wife and two children earned over RP 13,000 per month,
which is roughly comparable to monthly wages of semi-skilled workers in other
large scale sectors such as construction and transportation. Also salaries
of Government employees of such levels as typists did not vary widely from
those in large-scale sectors. In the top grades, basic Government salaries
were, and are considerably lower than those in comparable levels in business
sectors, but there is a practice of medium-level and senior Government offi-
cials getting additional benefits from special honoraria for undertaking
particular tasks and sitting on various committees.

Although the government-controlled commercial enterprises also use
some systems of employment grades, the relation of educational levels to
grade can vary widely between enterprises, and between enterprises and the
Government. For example, a railway (Government enterprise) worker with only
primary education could reach a much higher grade without acquiring further
qualifications than he could in a government department. But it is also
true that some government enterprises (or for that matter some large pri-
vate enterprises) demand higher educational achievement for similar grade
jobs. Banks, for example, usually employ university graduates in routine
clerical jobs normally done by high school graduates in Government. By and
large starting or average salaries by comparable grades are somewhat higher
in these enterprises than in Government and their pay system is increasingly
more comparable with that in private commercial enterprises than in Govern-
ment.

The wage data considered so far have been drawn from the larger
scale or organized sectors. Only bits and pieces of information are avail-
able regarding wages and earnings in the so-called urban iliformal sector,

1/ As of 1977, to the basic salary, some family allowances are added: 5%
of salary for the wife, and 2% of salary for each child (up to a maxi-
mum of 3 children). Only grade I employees get a free rice allowance
per month: 10 Kg of rice for the employee, 10 Kg of rice for wife, and
10 Kg of rice for each child (up to a maximum of 3). In case of illness
of employees or their dependent family, the government is supposed to
bear the cost of treatment and make some deduction from their salary.
But actual medical benefit is reportedly not much. Subsidized or rent-
free housing is available only to a few. The same is true of free or
subsidized transportation which is obtained by those who are provided
with official vehicles. The allowances and fringe benefits are re-
portedly fewer and less elaborate now compared to the earlier years.
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Table 3.5: BASIC GOVERNMENT SALARY, EFFECTIVE APRIL 1, 1977
(Rupiah per month)

Grade/Group

Ia RP 12,000 - 24,600

Id RP 17,400 - 36,300

IIa RI' 21,200 - 47,600

IIb RP 26,900 - 55,700

IId RP 29,600 - 63,200

IIIa RP 34,100 - 74,900

IIId 'RP 39,800 - 87,800

IVa RP 42,200 - 99,800

IVd RP 50,000 - 114,800

IVe RP 52,800 - 120,000

/1 Maximum in each grade from Ia through Id is reached after
21 years of service, and in other grades after 24 years of
service.

Source: Badan Aduinistrasi Kepegawaian Negara, Pelaksanaan
Peraturan GajiiPegawa iNegeriSipil - Tahun 1977.
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including earnings of unskilled workers in the urban non-wage sector, and
they refer essentially to Jakarta.

The Jakarta hawker's study 1/ of 1973, based on a sample of
1,000 hawking units (about 5.7% of total hawkers) found that net daily earn-
ings (after deductions of costs of running the stock) of the interviewed
hawkers varied between RP 100 and more than RP 5,000. 2/ Over three quar-
ters had an income of less than RP 500/day, and almost 95% an income of
less than RP 1,000/day. The average daily earning was RP 425 for an aver-
age working day of 8.9 hours (over 30% worked over 11 hours a day). For
most of the hawkers interviewed, hawking is their only job.

The Jakarta Informal Sector study 3/ carried out in August 1975
surveyed over 4,300 heads of informal sector enterprises having 5,802 per-
sons working in them. Only 5.5% of the enterprises (but 10.7% of the work
force) were in manufacturing. Nearly 90% of the enterprises had only one
person working in them. While nearly 2/3 of Jakarta's total labor force
were employees according to the 1971 census, this survey found that over 80%
of the informal sector's work force were either employers or self-employed:
only 13% of the surveyed enterprises had paid employees.

While non-response rates on questions on wages were very high (only
5% of the enterprises gave information on daily wage rates), the resulting
earnings estimates (Table 3.6), nevertheless, show remarkably little varia-
tion in the averages reported by informal enterprises in different sectors
of activity. This is what one would expect in a labor market characterized
by high mobility where enterprises are drawing from a common pool of labor.
Moreover the daily wage averages fall close to the levels of unskilled earn-
ings.observed earlier in large scale enterprises.

Recent Trends in Urban Real Wages

Information that can be used to obtain some notion of the course of
real wage rates over the past years is even scarcer than that on wage levels

1/ "Hawkers in Jakarta," Volume 1: Literature Study and Hawkers Sample Sur-
vey, Atma Jaya Research Centre, Jakarta, March 1976.

2/ Although the interviewers introduced the questionnaire through informal
discussion with hawkers, it is uncertain whether the hawkers' suspicion
that the interviews were connected with tax officers was entirely re-
moved. Hence answers regarding costs and earnings should be treated with
caution.

3/ Hazel V. J. Moir, "The Jakarta Informal Sector", National Institute of
Economic and Social Research (LEKNAS), Jakarta, 1977. The definition of
informal enterprise is along the lines suggested in the ILO Kenya Report.
Smallness, no fixed working days or hours, not covered by Government
regulationis are the essential characteristics.
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Table 3.6: AVERAGE MINIMUM AND MAXIMUM DAILY WAGES IN SELECTED
"INFORMAL" ENTERPRISES, JAKARTA, 1975

Sector Average Minimum Average Maximum
---- - - - - - --- Rs. - --------

Manufacturing 511 713

Construction 379 488

Transport 468 527

Trade 457 599

Services 474 593

All Sectors 468 611

Source: H.V.J. Moir, The Jakarta Inforrnvl Sector, National
Institute of Economic and Social, Research (LEKNAS),
Jakarta, 1977, Tables 4-10.



and structures. Only the importance of the issue justifies the attempt to
draw any conclusions from the skimpy data available from only three sources.

The series on construction wages from the Kabupaten INPRES program
is one of these sources (Table 2.12). It shows a movement between 1971/72
and 1977/78 in real wages of unskilled workers in urban areas very similar
to that reported previously for rural areas. Certainly the series offers
little support for any claim of generally increasing real wage levels. Only
three Javanese provinces and South Sulawesi show increases in real wage
levels; declines appear in all the other provinces. Of course, these three
Javanese provinces (West, Central and East) contain about half of Indonesia's
urban population. But substantial increases in urban real wages in these
provinces can hardly be,reconciled with a 50% decline in real wages in
Jakarta, as shown in the same table. Year to year fluctuations stemming from
lags in wage adjustments to changing rates of inflation make any estimates of
trends based on changes between any two single years over a relatively short
period of time especially hazardous. It is fair to conclude that the data
provide no evidence of any significant rise in real wage levels and suggest
a trend in urban real wages similar to that found in rural areas, i.e. no
firm evidence of sustained upward or downward movements.

A second source is a series on urban construction wages for the
period 1972-77 collected by the Building Information Center (Pusat Informasi
Teknik Pembangunan) of the Ministry of Works. These data are collected by
interviewing larger contractors in the various cities, who supply actual
wage rates for 15 classes of construction workers as well as prices of build-
ing materials. In each city 3 or 4 contractors are selected (not randomly),
and interviewed monthly. Collected data are published quarterly. 1/ Daily
wage rates reported for any quarter are averages of data for whatever months
are available in that quarter. If, however, there are fewer than 3 re-
spondents in a city, no wage data are published. This explains why no wage
data are reported for many quarters. Despite the limited sample size for
individual cities, limitations of statistical procedures, and large number
of gaps in data, these data at least represent actual wage rates, and the
whole exercise is taken seriously by the concerned agency. Although no de-
finitive conclusion may be reached, these data are presented (Table 3.7) here
because of the general paucity of available wage data.

Talle 3.7 shows real wage indexes of u.skilled construction workees
from 1972 to 1977 in 5 major Javanese cities and 5 other cities in the outer
islands. In the majority of these cities (including all 5 non-Java ciLias)
real wage has declined to some extent. But given the year-to-year fluctuation
common to all cities, this may not be interpreted as a sustained downward
trend. Also the cities of Java (more important in terms of population) in-
dicate no such trend. Semarang, Jogjakarta and Surabaya show no evidence of
significant rise or fall in real wages. Lhe interesting contrast is between
the 29% fall in Jakarta and the 36% rise in nearby Bandung, and this conflict-
ing evidence is hard to reconcile. Thus, these data also provide no firm
evidence of any sustained rise or fall in real wages.

1/ Tn "Daftar Harga Satuan Bahan Bangunan Di Indonesia," Pusat Informasi
Tekr.ik Pembari,ui-ian.



Table 3.7: NOMINAL WAGES AND INDEX OF REAL WAGES OF UNSKI JED CONSTRUCTION LABOUR
IN SELECTED CITIES, 1972-1977

Nominal Wages Index of Real Wages
(Rupiah/Day) (1972=100)

City 1972 1973 1974 1975 1976 1977 1972 1973 1974 1975 1976 197

Jakarta 300 325 400 500 500 625 100 '83 72 76 63 71

.Bandung 184 200 275 367 475 .650 100 86 86 97 110 136

Semarang 138 1.75 200 250 250 367 100 95 84 90 77 103

Jogjakarta 100 N/A 150 212 233 275 100 N/A 88 102 97 101

Surabaya 180 275 350 384 450 425 100 117 115 107 107 86

Denpasar 113 150 200 258 325 325 . 100 82 85 95 99 8

Palembang 200 300 300 400 400 500 100 98 75 91 81 91

Medan 200 275 425 400 433 550 100 90 113 . 92 86 97

Pontianalk 400 500 725 800 -700 750 100 85 100 102 76 76

Ujung Pandang 200 200 200 250 N/A 383 100 78 63 . 69 N/A 85

Sources and Notes: Nominal wages taken from Pusat Informasi Teknik Pembangunan (Building Information
Center), Direktorat Jenderal Cipta Karya; Department Pekerjan Umum; based on interview
of contractors as mentioned in the text.

Yearly figures are averages of as many quarterly f4gures as were available for the year;
four quarterly-observations were not available for many years.

Index of real wages is based on. separate cost of 1iv•-g index for each individual city as
reported in BPS, I1DIKATOR EKONOMI (Monthly Statistical Bulletin), January 1978.
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Some additional support, also based on extremely limited data, is
provided by wage information which the Department of Manpower has collected
since 1973 on the lowest wages actually paid (in cash and kind) by various
large enterprises in different sectors. The enterprises which are asked to
provide this information are not selected by random sampling and the propor-
tion of large enterprises covered by these "wage surveys" is in any case very
small. 1/ Minimum wage levels are those for workers in the lowest positions
who have been employed for 1 year and who are paid on a daily scale, provided
that the daily wage is the lowest. If there are no daily workers, the lowest
monthly wages are given. Wages reported by thn 14anpower Department include
allowances and payments in kind for which a worker with a wife and two chil-
dren is eligible. Real wage indexes based on the reported average minimum
wages from 1973 to 1977 for a few individuial firms 2/ in various sectors are
shown in Table 3.8. Only two firms in manufacturing and two in construction
and utilities show some increase in real wage between 1973 and 1977, while
enterprises in all other sectors as well as Government show a decline in real
wages ranging from 3% in government administration to over 50% in a large
hotel. 3/ For the mining, banking and airline firms (all Government enter-
prises) and in Government the declines in real wages were between 3 and 12%.
Again the overall impression one gets is that real wages of unskilled workers
in these firms have at best stagnated.

Some Institutional Factors in Urban Labor Markets

For a variety of reasons labor legislation and government regula-
tions appear to have limited impact on the operation of urban labor markets.
Most of the current labor laws were enacted between 1950 and 1965. Only a
few labor laws have been promulgated after 1965; these include the Basic Em-
ployment Regulation, the Law on Work Safety and the Law on the ILO Conven-
tions. Although emphasis is still placed on Pancasila Labor Relations (based
on the principles of partnership and cooperation between labor and manage-
ment), very substantial changes have taken place in the Government's labor
policies and in the way labor laws are administered.

1/ For example, in 1977 only about 45 enterprises in the manufacturing sec-
tor were covered for the wage enquiry, while the Survey of Manufacturing
Industries by the BPS indicate that there are about 2,500 large-scale
manufacturing enterprises. Hence the coverage is less than 2%.

2/ Because of difficulties in gathering wage information, data are supplied
by the Manpower Department for only a few companiies (in all 30 including
3 plantatio1ng) which provide information in a systematic way. Although
many companies have supplied wage data, lack of company continuity or in-
adeqpate systems for reporting data to the Department of Manpower, Trans-
migration and Cooperatives have prevented the inclusion of those data
here.

3/ Presumably tips constituted a major portion of the hotel workers' earn-
ings, and perhaps increaszd as prices of hotel food and service in-
creased.
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Tcble 3.8MEY AND REAL WAGE INDEXES OF LOWEST PAID WOIRU
IN Sn.ECTED LARGE FIRMS, VARIOUS SECTORS, 1973-1977

Money Waie Index Real Wage Index
1973 1974 1975 1976 1977 1973 1974 1975 1976 1977

Mining and Manufacturing

Oil company 100 122 125 160 202 100 87 75 SO 9-1
Textile firm 100 132 155 173 n.a. 100 94 92 86 n.a.
Soap and chmical company 100 135 197 245 276 10: 96 118 122 124
Tobacco company 100 210 237 255 257 100 149 141 127 115
Beer & soft drinks firm 100 130 183 221 221 100 92 109 UO 9
Electronics firm 100 123 142 161 189 100 87 85 SO 85
Fertilizer company 100 100 160 175 209 100 71 96 87 96
Heavy equipmnt compny 100 139 201 225 233 100 99 120 112 105
Machinery copany 100 120 160 170 227 100 85 96 85 102

Construction end Utilities

Large conetruction firm 100 148 215 253 274 100 105 129 126 123
(PLN) Electricity 100 202 288 288 288 100 14 172 14 129

Banking and Insurance

/2
Major bank 100 130 ifS 199 - 213 100 93 100 99 91
Large insurance company 100 121 137 145 160 100 86 82 72 72

Transportation

/3
HMjor airline 100 141 171 171 - 196 100 100 102 8S 8
Transport firm 100 n.a. 129 137 137 100 n.a. 77 dS 62

Services
Large hotel 100 103 103 103 103 100 73 61 51 46
Governmt administration 100 142 174 190 216 .00 101 104 94 97

11 The unnublishad data used in the Table are actual 'not legal) minlauo vage levels -workers Isn the
lowest positions who have beAn *ployed for one year and who are pald on a daily a provided the
daily wage is the Lowest in the enterprise. If there are no daily paid vorkera, the lowest monthly walg
figures are collecited by the Manpover Department. T'hoe vwage as reported include allowances In kind
for vhich a vorker with a wife and trv children is eligiblo.

U;nlecs otherwise noted, the Table uses average zin- wages per month during a year as reported by the
Manpower Department by taking simple means of its four quarterly obsorvations (for January, April, July,
and October) during each yar.

The reported data do not indicate the number of the proportion of workars who get these miniiun wgaes In
7arious enterprises.

Real wages were derived by deflating money vages using Jakarta cost of living Index (yearly verwjes)
reported in Economic Indicator, Monthly Statistical Bulletin, January, 1978, Table 11.3.

|2 Average of April, July and October.

/3 Average of July and October.

Source; Department of Manpower, Transmigration and Cooperatives (unpublished data).
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The law on dismissals (Act No. 12 of 1964), under which private
firms may not discharge their employees without prior consent of an appro-
priate government-appointed cbmmittee, now appears to be administered in a
prompt and reasonable fashion. Requests for dismissal of superfluous or in-
disciplinodi workers are usually accepted and consent given within a week.
In case of mass dismissals, permission needs to be obtained from a central
committee in Jakarta, which is. required to consider "the development of the
labor market and the interest cif the employee and the undertaking" in de-
ciding the matter. Such cases are rare, and consent is not quickly given,
but is not generally denied either.

In hiring and firing employees, companies can and do take advan-
tage of some provisions of the existing law. No permission is required for
dismissal of workers during a probationary period. A firm may have in-
dividual labor contracts with employees extending for periods up to one year,
and such contracts may be renewed. An employee who has been in the employ-
ment of a firm for even five years may still be kept on a fixed term con-
tract and may be dismissed as and when the contract expires.

The law relating to working hours (Act No. 1 of 1951) fixes the
maximum working day at 7 hours or 6 hours for night work. An 8 hour day is
permitted under application to the government under certain circumstances,
and such permission appears, in fact, to be granted as a matter of course.

There is a general legal prohibition of night work by females,
"except if the work, according to its nature, place and condition ought to
be performed by women." Women may also receive up to three months paid leave
prior to child birth. However, the overwhelming majority of Indonesian women
who work, even in urban areas, are not covered by the ilaw. Some of the very
low wage sectors have predominantly female employees--e.g. batik, pottery,
and certain handicrafts. Physical conditions permitting night work is not
unusual. In some medium-sl3ed hotels and restaurants probationary females
were found to work over 12 hours spread over day and night.

Indonesia has no national minimum wage law. The government's gen-
eral policy 1/ in regard to wages stresses the desirability of consultation
between labor and management in determining wages which must be compatible
with national economic growth and the condition of the company. It stresses
that when many people are seeking work, the important consideration is how
to expand job opportunities rather than how to achieve higher wages. It
emphasizes that higher wages must not be sought if the result is reduced
job opportunity or lay-offs. In setting wages the health of the enterprise
must be taken into consideration, especially its capacity to generate profits
for further investment and expansion in order to employ more people. Low
wages prevailing in rural areas must also be taken into consideration, be-
cause if urban wages are set high, rural people will flock to the cities.
The general guideline also says that in orqer to avoid the vicious circle
of wage-price spiral, wage policy must not be based on inflation. However,
the general policy of the goverment is to urge management to improve living
conditions of employees through such means as education, health care, welfare
and accident insurance in addition to wages. While management is not supposed
to set wages arbitrarily, strikes by workers are prohibited.

1/ Described in Repelitta II; also emphasized by the Minister of Manpower in
a consultative meeting with leaders of private and state enterprises and
trade unions group in Jakarta in March 1977.
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The government has undertaken certain actions to raise wages in
particularly low wage areas ana sectors to certain minimum levels, based on
what is called Minimum Physical Needs (MPN). Surveys have been made to de-
termine the cost of Minimum Physical Needs (including food, clothing, housing,
and recreation) of workers in several places and provinces and MPN levels are
suggested as a guideline for management in providing a proper living wage to
workers. 1/

A survey covering 418 firms of varying types and sizes employing
225,000 workers in all provinces of Java, conducted in 1976 under the Wage
Regulation Project of the Manpower Department found that the vast majority
of workers received wages below what the survey estimated to be minimum phy-
sical needs of a worker (ranging from Rp 409 per day in Central Java to Rp 518
per day in Jakarta). Similar findings were reported for North Sumatra and
South Sulawesi. Of the provinces surveyed only in North Sumatra, Jambi, North
Sulawesi, South Kalimantan were the majority of workers getting more than MPN
wages. The study recommends, however, that the 'establishment of minimum wages
should be done by stages--on a regional, sectoral basis--and that "the
formulation of minimum wage policy for small companies, traditional companies,
and informal sectors will require a separate study."

Regional Wage Study Councils for each province are being set up which
will draw up a priority schedule of sectors and sub-sectors, for which they
will recommend minimum wages taking into account prevailing wage levels and
minimum physical needs. These recommendations, with or without modifications,
will form the basis of minimum wage regulatic.as promulgated by provincial gov-
ernors or by the Minister of Manpower. Since 1974-75, minimum wage rates have
been promulgated in only a few sectors in some provinces. Most of these have
been though ministerial decrees covering one or more sectors in 16 provinces,
and some through'decrees of six provincial governors.

The minimum wages stipulated in ministerial decrees do not by and
large appear to be higher than those prevailing in large and medium scale en-
terprises. Furthermore, the implementation of minimum wage regulations seems
to have engendered some confusion. Many firms are uncertain whether they are
covered by any such regulations, or whether, the regulations have any legal
force. Lack of clarity in the decrees, variation in the coverage of sectors,
overlapping jurisdictions and ineffective communication have led to uncertain-
ties regarding which enterprises are supposed to be covered by which wage
regulation.

1/ Wage Rate Regulation Project, Analysis of the Findings of the Wage Rate
Survey and Draft Guidelines for a Policy To Be Followed in Establishing
Minimum Wage Rates, Dept. of Manpower, 1976/77.
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The limited extent and strength of workers' organizations make their
influen4e in urban labor markets of relatively little significance. One cen-
tral organizat'on, the All Indonesian Labor Federation (FBSI), is recognized
by the government. Formed about 6 years ago when practically no trade unions
existed, the FBSI claims to have affiliated local unions in only 7,000 fac-
tories out of a total of about 50,000. Its worker membership is extremely
small. No trade union is allowed to be formed in Government enterprises and
the formation of a separate organization of Government civil servants (COPRI)
took away considerable strength from the trade union movement. Strikes are
prohibited and cannot be used as a weapon in collective bargaining.

Trade union activity is essentially limited to negotiating collec-
tive labor agreements with large private companies and pressing for the exten-
sion of minimum wage regulations in various sectors and areas. In both these
activities, the FBSI relies less on membership strength than on the sympathy
and support of the government and the goodwill of some large firms. The FBSI
or its local unions have so far negotiated about 100 collective labor agree-
ments covering about- 1,000 companies. While most workers even in large scale
enterprises are not covered by collective agreements, a regulation of the Min-
istry of Manpower (Regulation No. 2 of 1976) does require companies with more
than 50 employees to have their employment and wage regulations approved by
the Regional Manpower Office and most companies have submitted their regula-
tions for approval.

The dearth of data regarding labor market institutions is especially
unfortunate in the area of skill formation and-worker training. There is
little information on either the availabil4ty of particular skills or on the
facilities and processes for skill development and training.

Based on the results of a small survey (interviews in 45 firms in
food processing, wood manufacture, rubber, leather and te..iles),-one group of
researchers 1/ reached the conclusion that, in spite of the low literacy rate,
scarcity of skills in general seemed to be no bottleneck for maintenance and
expansion of industrial production. Local labor markets seemed able to pro-
vide the firms with sufficiently skilled laborers. The main sources of in-
dustrial skills seemed to be on-the-job training. Since the trainability of
unskilled workers is considered to be high, most firms would undertake their
own production specific training for periods of 6 to 9 months. Large scale
enterprises, however, reported a scarcity of supervisory and mid'dle-level
managerial Dersonnel. Another larger survey in East Java covering 667 large
and medium scale firms in varioujs sectors (mostly in the cities of Surabaya
and Moiokarto) found that only 6.3% of the firms had on-the-job training pro-
grams for their employees and those primarily for skilled production workers,
technicians, marketing and administrative personnel. Although some firms re-
ported difficulties in recruitment (not from any lack of applicants but from
inexperience or lack of requisite skills of the applicant workers) the inade-
quacy of skills as perceived by the survey firms was judged to be small.

1/ Juergen B. Donges, Bernd Stecher, and Frank Walter, Industrial Develop-
ment Policies for Indonesia, JCB Mlohr (Paul Siebeck) Tubingen, 1974.
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Finally, the survey of informal enterprises in Jakarta cited earlier
confirmed the informal character of skill acquisition by workers in extremely
small enterprises. Most of the informal sector firms hired workers without
previous experience and trained them on the job. But it is unclear how high
a level of skill was being achieved by this process for most of the workers
concerned.

The future development and productivity of Indonesian manufacturing
and other non-agricultural sectors will in large measure be dependent on the
extent to which the expanding numbers of workers in these sectors acquire
appropriate levels of skill. Certainly the processes of skill acquisition
and education of the labor force merit close attention in the formulation of
development policy. And the characteristics of different size firms for con-
tributing to the skill upgrading of the labor force may be a relevant con-
sideration in industrialization policy. Large scale firms may have the capa-
city for undertaking formal training programs but lack the incentive to do
so. Medium and smaller scale enterprises may also be able to provide appren-
ticeship and on-the-job training with proper incentives. However, the train-
ing capacity of the extremely small informal enterprises is likely to be
limited in character and quantity particularly where more modern techniques
are involved.

Conclusion

This brief review of urban labor markets has exposed more gaps in
information than reasonably firm factual propositions. But a few tentative
and mainly impressionistic conclusions have emerged.

In spite of considerable dispersion of observed wages, average
levels of urban wages of unskilled or less skilled workers are low among
various sectors and in any particular urban area, average wage levels of un-
skilled or less skilled workers do not vary widely. In particular, there do
not appear to be wide differentials between wage levels in larger scale en-
terprises and the extremely small firms of the informal sector. No sharp and
systematic institutional differentiation between wage levels of these sectors
has been created by wage laws, trade union activity or labor practices of
Government and Government-controlled enterprises. Urban labor markets in
Indonesia seem to exhibit many of the characteristics of reasonably competi-
tive markets, with small differentials attributable to institutional factors.

Average wage rates of unskilled and less skilled workers are only
slightly higher in urban areas than the corresponding figure in rural areas
of the same region, even after making allowances for cost-of-living differ-
ences. Even the differential between Jakarta and rural West Java is not large
when cost of living differences are taken into consideration. And on balance,
it is doubtful whether urban unskilled wages in manufacturing, constructiol-L,
transport or services are markedly out of line with average earnings of agri-
cultural laborers in surrounding areas.
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Inter-regional differentials of wages for unskilled and less skilled
workers--both between urban and urban, and between rural and rural--are larger
than intra-regional urban-rural wage differential. This is likely to be true
even after making allowances for cost-of-living differences, as mentionqid ea"r-
lier. The differential is larger between some areas of Kalimantan-i and Sumatia
on one hand and most of Java on the other, than between different4 provinces of'
Java.

Finally, there seems to be no evidence of any pronounced upward
movement in real wages in recent years and much of the limited data available
suggest stagnating real wage trends.

It can hardly be overemphasized that the empirical foundation for
any one of these conclusions is defective in the extreme. However, together
they may gain in credibility since in many ways they add up to a reasonably
coherent view of urban wage patterns and recent wage changes that is gen-
erally consistent with our state of knowledge about the structure and opera-
tion of urban labor markets.

In the final section, some of the implications for future develop-
ments will be examined along with consideration of some central employment
and labor market policy issues.
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IV. CONSUMPTION LEVELS, POVERTY AND INCOME DISTRIBUTION

The question of what has been happening to the Indonesian income
distribution over the past few years of quite rapid overall economic growth
continues to be a matter of debate. On the one hand, there are those who
assert that the situation has not been altogether discouraging and that in-
comes have been increasing in both urban and rural areas, and in particular
in rural Java where most of the concern is directed. 1/ Moreover, income
inequality has declined in the rural sector. On the other hand, others claim
that the position of certain groups of the nopulation observed by them in
rural Java has deteriorated, thereby suggesting a worsening of the income
distributiorL. 2/

Unfortunately it is not possible to determine what has been happen-
ing to the distribution of income in Indonesia over time; comparable data
on incomes at two different points in time are not available. However, ex-
tensive data do exist on the level and distribution of consumption expendi-
tures of households over the period 1970 to 1976 which can be used to assess
the changes in average living standards of different groups of the population.
It is important to bear in mind that such information cannot provide a com-
plete picture of changes in the level and distribution of income.

Changes in the Levels of Real Consumption

The first task is to determine what has happened to the level of
living of the Indonesian people during recent years--whether there has been
any improvement in the living standards of the population in general, whether
such improvement has been uniform across different population groups, and
to what extent the poorest groups have shared in any improvement which may
have taken place. The basic data used are from the Survey Sosial'Ekonomi
Nasional (SUSENAS) for January-April, 1970 and January-April 1976 covering the
whole of Indonesia, with the exception of Maluku and Irian Barat in 1970 and
Irian Barat in 1976. 3/ Since the period of the year covered in the two

1/ See L.N. Perera. Economic Growth and the Distribution of Income in Indo-
nesia (1970-1976), UN OTC Project, INS172/002, Jakarta, July 1977; and
H.W. Arndt. "Development and Equality: the Indonesian Case," World De-
velopment, Vol. 3, Nos. 2 and 3, February-March 1975, pp. 77-90.

2/ For example, research at the Agricultural Institute at Bogor based on
studies from the Agro-Economic Survey and Ingrid Palmer. "Rural Poverty
in Indonesia, With Special Reference to Java," in Poverty and Landless-
ness in Rural Asia, Geneva: International Labour Organization, 1977.

3/ Survey Sosial Ekonomi Nasional, Tahap Ke-Empat (October 1969-April 1970),
Pengeluaran Untuk Konsumsi Penduduk, Biro Pusat Statistik, Jakarta and
Survey Sosial Ekonomi Nasional, Tahap Ke-Lima (Januari-April 1976),
Pengeluaran Untuk Konsumsi Penduduk, Biro Pusat Statistik, Jakarta.
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surveys is identical, there are no problems of seasonality in any comparison
of the average levels of consumption expenditure. In addition, the period is
one which fortunately does not overlap with either the fast or the feast
period in the Islamic calendar. 1/ The SUSENAS used households as
the units of observation. Information was collected on the quantities and
prices of goods and services purchased by the household, as well as home-
produced or received free. Thus a value could be placed on each item of
goods and services consumed. Altogether data were collected for some 160
items of consumption expenditure. The sum of these represents the total value
of consumption, both cash and noncash, oi the household.

Household consumption expenditure per household member is not an
ideal measure of the level of living for all the members of the household.
Household members of different ages and sexes differ in their consumption
requirements, so that simple per capita measures of household consumption tend
to bias downward estimates of the levels of living in larger households; these
on average have a larger proportion of children whose consumption requirements
are lower. Moreover, no allowance is made for, possible economies of scale in
consumption. Nonetheless, consumption expenditure per household member at
least takes into account the size of the household which is more crucial to
the qualitative results than household composition.

Since the price level of consumer goods rose 2-1/2 to 3 times
between 1970 and 1976, it is necessary for any comparison of consumption
expenditures to take the price increase into account. Three different indexes
have been constructed, all based on published price data. They are the 9
Essential Commodities Index which is available for provincial capitals as
well as rural markets of Java and Outside Java; the Cost of Living Index
which includes 62 commodities and is available for the provincial capitals;
and the Food Index which, for urban areas, is simply the food component of
the Cost of Living Index and, for rural areas, is the Index of 12 Food Arti-
cles in the Rural Markets of Java-Madura. The indexes are presented in Table
4.1.

The 9 Essential Commodities Index indicates tnat the general price
level in Java has risen substantially faster than that in Outside Java.
In neither region is there much difference in the urban and rural increase in
prices, this being somewhat faster in rural areas for Java and in urban areas
for Outside Java. Food prices have gone up considerably faster than the
overall indexes for all regions for which information is available. Again
the increase is greater in urban Java than in urban areas c; Outside Java.

Since the proportion of total consumption expenditures spent on
food is greater for poor households than for the rich, and the food compo-
nent of the price index went up more rapidly than that for non-food items,
the food price index gives an upper bound on consumption price increases;

1/ For a discussion of this problem in some of the SUSENAS, see A.J. Nyberg.
"A Bias in Susenas Data," Bulletin of Indonesian Economic Studies, Vol.
12, No. 1, March 1976, pp. 110-111.
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Table 4.1: PRICE INCREASES USING DIFFERENT INDEXES,
INDONESIA, 1970-1976

(1976 index with 1970=100)

Java Outside Java
Price Index Urban Rural Urban Rural

9 Essential Commodities 273 284 250 244

Cost of Living
(62 commodities) 273 249

Food 305 304 265

Source and Method

9 Essential Commodities

Urban: Table XIII.1D, Statistical Pocketbook, 1974-75, Table II.2,
Price Indexes of 9 Essential Commodities in Selected Cities, Indikator
Ekonomi, April 1976. The city indexes for 1976 are the simple averages
of the monthly indexes for January to April 1976 for each city. The
urban index of price increases for Java and Outside Java for each
year is the average of the increases in the city indexes weighted by the
1971 urban population of the province for which the city is the provin-
cial capital. Maluku and Irian Barat were excluded from the Outside
Java index because these provinces are not included in the consump-
tion expenditure figures; Bengkulu, East Nusatenggara and East Kalimantan
are excluded because city price indexes were not available for 1970.

Rural : This uses data from Table II.6, Price Indexes of 9
Essential Commodities in the Rural Markets of Java and Madura, Indikator
Ekonomi, July 1976 and Table II.7, Price Indexes of 9 Essential Commodi-
ties in the Rural Market of Outer-Java, Indikator Ekonomi, October 1977.
The 1976 index is calculated as the simple average of the monthly indexes
for January to April, 1976. The price increase between 1970 and 1971 is
assumed to be the same as that of food articles and is taken from Table
II.5, Price Indexes of 12 Food Articles in the Rural Markets of Java
and Madura, Indikator Ekonomi, July 1976.

Cost of Living

Urban: From Table II.3, Cost of Living Index in Jakarta, and
Table II.4, Cost of Living Index in Selected Cities, Indikator Ekonomi,
July 1976. The same procedure is used to get increases for the urban
indexes for Java and Outside Java as those for the urban indexes
for 9 essential commodities.

Food

Urban: This uses the food index component of the Cost of Livin- Index and
follows exactly the same procedure as for the general Co,.t of Living Index.

Rural: Table II.5, Price Indexes of 12 Food Articles in the Rural
Markets of Java and Madura, Indikator Ekonomi, July 1976. The 1976 index
is the simple average of the monthly, indexes for January to April 1976.
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it overstates the overall increase in the price level, the degree of over-
statement being greater for richer households whose weight for food in the
consumption basket is considerably less than one. In the discussion that
follows, all three sets of price indexes will be used in order to be certain
that the findings reported are not simply the outcome of the choice of price
index.

Table 4.2 gives average monthly consumDtion expenditures per capita
for urban and rural areas of Java and Outside Java in 1970 and 1976 in
current prices. The real increases in per capita consumption using different
price deflators are given for the six-year period, with the annual increases
in parentheses.

Average consumption expenditure per capita in real terms has gone up
in both urban and rural areas of Java and Outside Java. The result holds
regardless of which of the three price deflators is used. The growth in urban
Java is impressive, of the order of 7% per annum over a six-year period, and
in any case at least 5% per annum if we assume that the general price level
rose as fast as suggested by the food price index. In urban areas of Outside
Java, the growth rate of consumption expenditure was lower but still nearly 5%
per annum. Per capita consumption growth in rural areas also certainly took
place, but on a much less impressive scale than In urban areas. The annual
growth rate for the period 1970 to 1976 was neaily 3% in rural Java and over
2% in rural areas of Outside Java; again Java did somewhat better than Outside
Java. The differential in per capita consumption between urban and rural
areas is widening. This follows from the fact that the urban growth rate is
higher than the rural rate, for all three price deflators used. 1/

In 1970, consumption expenditure per capita was nominally 21% higher
in the urban areas of Outside Java than in urban Java. But the price level in
Outside Java was about 12% higher than in Java for urban areas. 2/ Thus in

1/ It is possible that the SUSENAS data exaggerate this widening disparity.
The sampling frame for the 1976 SUSENAS was essentially the same as that
used for the 1971 Census. This could well mean that people living on the
edges of urban boundaries are underrepresented. To the extent that there
are disproportionately more people with low consumption levels in these
areas, the SUSENAS results would bias average urban consumption upwards
and understate the level of inequality in consumption in urban areas.

2/ Using the 9 Essential Commodities Index for provincial capitals, with
Jakarta, 4 October 1966 = 100, weighted by the provincial ulQan popula-
tion in 1971, price indexes were constructed for urban areas of Java
and Outside Java, for both 1970 and 1976. The results are as follows:

9 Essential Commodities Index for Urban Areas, 1970 and 1976

(Jakarta, 4 October 1966 = 100)

1970 January-April 1976

Java 581 1,586
Outside Java 652 1,630



Table 4.2: AVERAGE MONTHLY CONSUMPTION EXPENDITURE PER CAPITA, INDONESIA, 1970 AND 1976

(in Rupiah, current prices)

Java Outside Java /a

Urban Rural Urban Rural

January-April 1970 1714 1029 2070 1712

January-April 1976 7025 3468 6797 4766

Real Increase in Average Monthly Consumption Expenditure per Capita, Indonesia, 1970-1976

()

Urban- Rural Urban Rural

Price Deflator

/b
9 Essential Commoditi'es 50.2 (7.0) 18.7 (2.9) 31.5 (4.7) 14.1 (2.2)

Cost of Living 50.1 (7.0) 32.0 (4.7)

Food 34.4 (5.1) 10.7 (1.7) 24.0 (3.6)

/a Excluding Maluku and Irian r:.

/b Figures in parentheses are annual figures.

Source: Consumption expenditure per capita figures are from Survey Sosial Ekonomi Nasional, Tahap Ke-Empat
(October 1969-April 1970), Pengeluaran Untuk Konsumsi Penduduk, Biro Pusat Statistik, Jakarta,
Table 5.2. and Survey Sosial Ekon.omi Nasional, Tehap Ke-Lima (Januari-April 1976), Pengeluaran
Untuk Konsumsi Penduduk, unpublished tabulations, Biro Pusat Statistik, Jakarta. Price deflators
are taken from Table 4.1.
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real terms, the level of consumption expenditure per capita was only some 8%
higher in Outside Java. In Table 4.3 the consumption figures for Outside
Java are adjusted for the regional difference in the price level. Consumption
figures for 1976 are then calculated in 1970 prices, using the rates of growth
corresponding to the 9 Essential Commodities Index in Table 4.1. The figures
thus obtained take into account price differences both between Java and
Outside Java and over time. With these adjustments, rural consumption per
capita in 1970 is estimated at 60% and 83% of the urban level in Java and
Outside Java respectively. The corresponding figures for 1976 were 47% and
72%, reflecting the significantly slower rate of growth of consumption in
rural areas. Because of the slower growth in urban areas of Outside Java
compared with Java, the position of urban consumers in Outside Java deter-
iorated from being 8% above urban Java to 6% below it, after allowing for
differences in the cost of living between the two regions.

The Magnitude, Incidence and Distribution of Poverty

The fact that consumption expenditure per capita has risen in real
terms need not imply that those with the lowest consumption levels have made
any gains; the increases may have accrued to people who were already well-
of'f. To determine whether the proportion of poor pe6ple, defined in terms
of those below some level of consumption expenditure per capita in constant
rupiah, has diminished, different cut-off levels of consumption expenditure
per capita in 1976 prices were selected and the equivalent cu.t-offs in 1970
current prices, using the different price deflators, were calculated. Using
the distributions of the population for urban and rural areas of Java and
Outside Java by per capita consumption expenditure class in 1970 and 1976,
and assuming that within each class the population is uniformly distributed,
the proportions of the population whose consumption level is below a given
cut-off expressed in 1976 prices were estimated using different deflators.
The results are presented in Table 4.4.

In all cases the proportion of pooE' people, those with consumption
per capita below a certain cut-off level, has gone down. The qualitative
result is independent of the choice of the cut-off level of per capita con-
sumption in the range studied, and is also independent of the choice of price
deflators used, although the quantitative results are naturally sensitive
to both the cut-off level and the price deflator. Urban and rural Java have
considerably larger proportions of poor people than their counterparts in
Outside Java. Moreover, within Java or Outside Java, larger proportions of
the rural population are poor when compared with the urban population, even
granting that price levels may be higher in urban areas.

For Indonesia as a whole the increase in real consumption of the
poorest groups between 1970 and 1976 appears to have reduced the percentage
of the population at per capita consumption levels below Rp 3,000, in 1976
prices, from over 50% to about 40%. Moreover, the rise in the real consump-
tion levels of the poorest groups appears to have been sufficiently great
that, despite the growth of population, the absolute numbers of persons at
these low levels of consumption have decreased as well.

These findings are qualitatively different in some important re-
spects from those previously reported by Sajogyo who also used the SUSENAS
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Table 4,3; CONSUM4PTION EXPENDITURE PER CAPITA IN JAVA, 1970 PRICES

Java Outside Java
(Java, 1970 prices, Rp) Urban Rural Urban Rural

January-April 1970 1,714 1,0Z9 1,846 1,527
January-April 1976 2,576 1,221 2,428 1,742

Urban Java, 1970 - 100

January-April 1970 100.0 60.0 107.7 89.0
January-April 1976 150.2 71.2 141.6 101.6

Source: Table 4.2 adjusted for price differences across regions and over
time, using price indexes for different provinces and Table 4.2.
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Table 4.4: PROPORTION OF THE POPULATION BELOW VARIOUS CUT-OFF LEVELS
OF CONSUMPTION EXPENDITURE PER CAPITA

Cut-off Level of Consumption Java Outel4- "va
Expenditure per Capita' Urban Rural Urban Rural
(in 1976 prices)

Rp 1,500

1970: 9 Essential Commodities 6.06 17.52 3.49 9.90
Cost of Living 6.06 - 3.53 -
Focd 3.59 14.33 2.79 -

1976 2.76 11.09 1.82 5.77,

Rp 2,000

1970: 9 Essential Commodities 14.59 34.94 8.23 18.59
Cost of Living 14.59 - 8.33 -
Food 11.00 30.29 6.61 -

1976 5.01 21.17 3.53 X0.15

Rp 2,500

1970: 9 Essential Commodities 24.89 50.76 15.32 29.19
Cost of Living 24.83 - 15X45 -
Food 19.36 45.60 13.26

1976 11.24 37.11 7.60 19.27

Rp 3,000

1970: 9 Essential Commodities 35425 64.20 24.20 40.74
Cost of Living 35.19 - 24.38 -
Food 28.70 59.80 21.14 -

1976 17.47 53.05 11.78 ~8.39

Source: Calculated from Table 4.3, and Appendix Tables A-1S and A-16.
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data. 1/ Sajogyo defined poverty thresholds in terms of annual per capita
consumption levels in rice equivalents below which people were classified
as poor, very poor and destitute. The thresholds stated in terms of rice
equivalents were 320, 240 and 180 kilograms in rural areas and 480, 360 and
270 kilograms in urban areas for both Java and Outside Java. The price
of rice was taken to be Rp 37.5 in 1970 and Rp 120 in 1976 for Java, and Rp 50
in 1970 and Rp 125 in 1976 for Outside Java, the same prices being used
in urban and rural areas in both cases. The cut-off levels in rice equiva-
lents, in conjunction with the prices of rice, implied cut-off levels in
terms of consumption expenditures in money terms. Data from the SUSENAS for
1970 and 1976 were then used to find the proportions of the population who-
were below the various cut-off levels and would therefore be classified as
poor, very poor and destitute.

Given that Sajogyo's and our cut-off levels, as well as the price
indexes used to compare the two periods, were defined differently, it is to
be expected that the results would also be different in quantitative terms.
But to the extent that there was in fact great similarity in method and that
identical data bases were used, the qualitative conclusions should not be
very divergent. Sajogyo found that althcugh the proportions of the popula-
tion below different poverty thresholds had gone down between 1970 and 1976
in nearly all cases, the proportions classified as poor and destitute in
rural Java had in fact increased. Moreover, for both Java and Outside Java,
the actual numbers of people below all three thresholds went down in urban
areas but went up in rural areas. The re3ults are reproduced in Table 4.5.

There are three reasons why Sajogyo's results are different from
ours. First, it turns out that Sajogyo had estimated the proportion of the
population in 1976 below various poverty thresholds in terms of annual par
capita expenditures in rice equivalents by using the distribution of house-
holds by total household expenditure classes, not the distri¼ution of the
popuilation by per capita expenditure classes. The latter distribution was
not available in published form for 1976. For 1970, however, the distribution
of the population by per capita expenditure classes was used.

The implicit assumption in Sajogyo's calculations for 1976 is
that one can go from the totaL distribution to the per capita distribution
of consumption expenditure 3 by simply dividing total household expenditure
by the average househoild size for the entire population. Thus, for example,
the proportion of the population with per capita consumption expenditures

1/ Sajogyo. "Garis Kemiskinan dan Kebutuhan Mininzim Pangan" (The Poverty
Line and Minimum Food Needs), Kompas, 18.xi.77, Jakarta, cited in White.
Op.Cit. Revised version of paper, Bogor, May 1978.



Table 4.5: LEVEL AND TRENDS OF POVERTY IN INDONESIA,
1970-1976, BASED ON VARIOUS POVERTY THRESHOLDS:
SAJOGYO'S ESTIMATES AND OUR CORRECTIONS

Estimates Using Pe. Estimates Using Per Capita
Poverty Thresholds Sajogyo's Estimates Sajogyo's Estimates Capita Distribution Distribution and 9 Essen-
(annual per capita January- April 1970 January- April 1976 and Price of Rice/l tial Commodities Index/l
expendi.ures, in % of Number % of Number January- April 1976 January-April 1976
rice equivalent' Total (millions) Total (millions) % of Number % of Number

Total (millions) Total (millions)

JAVA - Urban
Poor (480 kg.) 55.90 7.13 42.50 6.89 45.99 6.81 35.85 5.31
Very Poor (360 kg.) 43.70 5.37 28.49 4.62 27.68 4.10 14.68 .2.18
Destitute (270 kg.) 26.05 3.32 17.75 2.88 13.73 2.03 8.79 1.30

JAVA - Rural
Poor (320 kg.) 61.00 37.97 58.60 40.48 57.11 38.48 47.95 32.31
Very Poor (240 kg.) 39.49 24.58 39.78 27.48 33.92 22.86 25.31 17.06
Destitute (180 kg.) 20.93 13.03 24.95 17.24 17.14 11.55 13.06 8.80

OUTSIDE JAVA - Urban

Poor (480 kg.) 61.44 4.43 43.51 4.12 42.41 3.66 42.71 3.68
Very Poor (360 kg.) 38.96 2.81 27.13 2.57 22.83 1.97 23.04 1.99
Destitute (270 kg.) 20.78 1.50 14.55 1.38 10.18 .88 10.27 .89

OUTSIDE JAVA - Rural
Poor (320 kg.) 44.80 15.77 41.65 16.83 35.63 13.98 34.21 13.42
Very Poor (240 kg.) 27.78 9.78 25.83 10.44 19.54 7.67 18.61 7.30
Destitute (180 kg.) 15.01 5.28 14.44 5.83 9.32 3.66 8.97 3.52

Source: Sajogyo, PE. Cit.
Corrected estimates use SUSENAS, 1976 data and 9 Essential Commodities Index from Table 4.1.

/1 Population totals for urban and rural Indonesia are taken from the 1976 Intercensal Survey. The division of
each into Java and Outside Java is based on proportions from the SUSENAS, 1976.
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below Rp 3,000 is assumed to be identical to the proportion of households
with total consumption expenditures below Kp 15,000, if tne average house-
hold size is five persons. Unfortunately, this procedure is incorrect.

First of all, within each total household consumption class, it is
necessary to take into account the distribution of households by size.
Whether or not the members of a household will be below a given poverty thres-
hold depends not only on the level of total household consumption expenditure,
but also on how many people there are in the household. Of two households
in the same total household consumption class, one with two members will be
in a higher per capita consumption class than one with eight members; the
former may be above a given poverty threshold while the latter is below it.
There is no simple way to go from the total household consumption distribu-
tion to the per capita consumption distribution. Account must be taken of
the distribution of households by household size within each total house-
hold consumption class. The observations in each of the per c¢apita consump-
tion classes can in theory come from any of the total consumption classes.
Thus, allowing for different average household sizes by total consumption
class would still not be sufficient, since account must be taken of the vari-
ance in household sizes within each class as well.

Moreover, when the level of per cap..-a consumption of a household
falls below a given poverty threshold, that household must be given the wei-ht
corresponding to the number of its members in the distribution of the popula-.
tion by per capita consumption.

Thus we see that it is important to recognize that the total and
per capita distributions are quite distinct distributions, in the sense that
one cannot be used to approximate the other and also that comparisons be-
tween them are meaningless. Moreover, for purposes of estimating the size
of the poverty population, the per capita distribution must be used; the
total distribution cannot be used as a substitute or proxy. Therefore, Sa-
jogyo's calculations of the proportions and absolute numbers of the popula-
tion below various poverty thresholds in 1976 are incorrect and the results
can in no way be compared with his 1970 figures.

Second, apart from the error made by Sajogyo in his calculations
for 1976, the use of the price of rice would in any case overstate the pro-
portions and numbers of oeople below various poverty thresholds in 1976 rela-
tive to 1970. Rice prices increased faster than the price of food which in
turn increased faster than the price of nonfood items. Since people's con-
sumption baskets consist of other food items besides rice, as well as non-
food items, using the price of rice alone exaggerates the price increase of
the total consumption basket.

Third, Sajogyo further overestimated the absolute numbers of peo-
ple below various poverty thresholds in 1976 by using a total population fi-
gure for Indonesia which was too high. His figure was 135.2 million, whereas
the figure from the 1976 Intercealsal Survey was only 130.2 million.
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The distribution of the population by per capita consumption ex-
penditure for 1976 is now available and can be used to make the appropriate
calculations. In Table 4.5 we also give the proportions and absollute num-
bers of people classified as poor, very poor and destitute, where the 1976
figures are first of all corrected by using the per capita, instead of total,
consumption expenditure distribution and, secondly, by uGing the 9 Essential
Commoditie- Index instead of the price of rice to define the 1976 poverty
thresholds which are equivalent to the 1970 ones. The 1976 Intercensal Sur-
vey total population estimate was used in the corrections throughout, since
Sajogyo's figures were clearly too high.

Using the per capita instead of the total distribution of consump-
tion expenditures has the effect of lowering the proportions of people below
various poverty thresholds in 1976 in all cases, except for the proportion
classified as poor in urban Java. In any case, the proportion below the pov-
erty thresholds clearly falls between 1970 and 1976 for all thresholds in
every region. Correspondingly, the absolute numbers of people below these
poverty thresholds also go down, with the exception of the poor group in rural
Java, where there is an insignificant increase from 37.97 million to 38.48
million between the two periods. Thus the correction changes Sajogyo's re-
sults substantially.

Moreover, when corrections are also made by using the 9 Essential
Commodities Index instead of the price of rice to define the 1976 threshold
levels, the proportions and numbers of people below various poverty thres-
holds in 1976 are further reduced in Java, while the estimates for Outside
Java are more or less unchanged, since there is very little difference
between the two sets of price increases in Outside Java.

The correct procedure therefore leads to very different results.
The proportions of the population classlfied as poor, very poor and destitute,
according to Sajogyo's own de.finitions, decline in all cases for all regions
between 1970 and 1976. Moreover, in spite of population growth, the absolute
numbers of the poor also go down in every instance. Sajogyo has overstated
the proportions and numbers of the poor groups in 1976 by using the total,
instead of the per capita, consumption expenditure distribution for 1976, by
using the price of rice instead of a general price index, and by using in-
flated total population figures for 1976. His corrected results have been
shown to be in agreement with the findings of this report.

To consider the problem another way, we calculate the average
monthly consumption expenditure per capita for subgroups of the population
in current prices for 1970 and 1976. The subgroups represent the poorest
10%, 20%, 30% and 40% of the population in each of the areas of Java and
Outside Java. Using the three price deflators given earlier, the annual
growth rates in per capita monthly consumption expenditure for these groups
in real terms are then calculated. The results are given in Table 4.6.
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Table 4.6: AVERAGE MONTHLY CONSUMPTION EXPENDITURE PER CAPITA
FOR THE POOREST 10%, 20%, 30% AND 40%

OF THE POPULATION, INDONESIA, 1970 AND 1976

(in Rupiah, Current Prices)

Java Outside Java
Population Group Urban Rural Urban Rural

1970: Poorest 10% 508 327 670 466
Poorest 20% 639 421 833 609
Poorest 30% 739 482 958 722
Poorest 40% 828 541 1,074 824

1976: Poorest 10% 1,880 1,174 2,092 1,394
Poorest 20% 2,382 1,434 2,681 1,858
Poorest 30% 2,735 1,761 3,096 2,192
Poorest 40% 3,058 1,929 3,453 2,471

Annual Real Increase in Average Monthly Consu,mption
Expenditure per Capita, Indonesia, 1970-1976

(% per Annum)

Urban Rural Urban Rural

Price Deflator

9 Essential Commodities
Poorest 10% 5.2 4.0 3.8 3.4
Poorest 20% 5.3 3.1 4.3 3.8
Poorest 30% 5.2 4.3 4.4 3.7
roorest 40% 5.2 3.9 4.3 3.5

Cost of Livirng
Poorest 10% 5.2 3.9
Poorest 20% 5.3 4.4
Poorest 30% 5.2 4.5
Poorest 40% 5.2 4.4

Food
Poorest 10% 3.3 2.8 2.8
Poorest 20% 3.4 1.9 3.3
Pooresl 30% 3.3 3.1 3.4
Poorest 40% 3.2 2.7 3.3

Source: Calculated from Appendix Tables A-16 and A-17, using price indexes
from Table 4.1. Average consumption expenditure figures are taken
from the SUSENAS 1970 and 1976.
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Between 1970 and 1976, average consumption per capita in real
terms increased for the poorest population groups regardless of whether
the poorest 10%, 20%, 30% or 40% are considered and irrespective of the price
deflator used. The rates of increase were very similar within the poorest
40% of a given area and region. Thus it makes little difference in this
respect whether we consider the poorest 10% or 40%, the exception being
the urban areas of Outeide Java where the growth rate was lower for the
very poorest decile. Considering Java and Outside Java separately, the
annual increase in per capita consumption was lower in rural areas than in
urban areas.

When the annual rates of increase in per capita consumption of the
poorest groups given in Table 4.6 are compared with those for the population
as a whole i.n Table 4.2, we find that the latter are higher for urban areas
and lower for rural areas of both Java and Outside Java. The results imply a
widening of the disparity in per capita consumption between the poorest 4(9
and the rest in urban areas but some narrowing of the disparity in rural
areas.

Since the data from the Survey Sosial Ekonomi Nasional, 1976 are
available for each of the provinces of Indonesia, it is possible to examine
the incidence and distribution across provinces and islands of urban and
rural poverty, where poverty is arbitrarily defined as having monthly per
capita consumption below Rp 3,000. 1/ To allow for differences in the
price level across provinces, the cut-off levels of per capita consumption
are adjusted to reflect these, using the 9 Essential Commodities Index for
provincial capitals for both urban and rural areas. This in effect assumes
that the relationship between prices for different provinces is similar for
urban and rural areas, although there could still be a difference in the
price level between urban and rural areas themselves. In other words, the
same urban-rural price relationship is assumed for all provinces.

From the resulting estimates of the incidence of poverty which
are presented in Table 4.7, it can be seen that great variations exist across
provinces in this respect. The incidence of poverty is particularly high in
both the urban and rural areas of Central Java, East Java, Jogjakarta and
Maluku. The incidence of poverty in West Java is high in urban areas but
below the national average in rural areas. Sumatra and Kalimantan have the
lowest concentration of the poor, while Java and Maluku clearly have the high-
est.

1/ When lower consumption levels are used to define the poverty level, the
size of the poverty population is smaller but regional differences are on
the whole similar. However, there are provinces which have larger
proportions of the very poor than the national average but not of the
slightly less poor and those which only have larger proportions of poor
people than the national average when the cut-off is defined high enough.
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Table 4.7: INCIDENCE AND DISTRIBUTION OF POVERTY, /1
URBAN AND RURAL, JAVA AND OUTSIDE JAVA, 1976

(%)

Urban Rural
Incidence Distribution Incidence Distribution

I. Sumatra 13.5 14.1 28.5 10.1

II. Java 20.7 70.2 58.7 73.8

Jakarta (7.5) (9.1) - -

West Java (24.8) (16.1) (40.7) (15.7)

Central Java (33.4) (19.1) (67.8) (26.7)

Jogjakarta (21.5) (2.1) (60.5) (2.5)

East Java (28.0) (23.9) (66.3) (29.0)

III. Bali and Nusa Tenggara 27.4 3.7 49.5 6.1

IV. .1,alimantan 13.9 4.8 17.3, 1.4

V. Sulawesi 15.7 6.1 45.0 6.4

VI. Maluku 31.2 1.2 61.9 2.2

Indonesia 18.7 100.0 50.2 100.0

/1 Proportion of regional population with average monthly per capita consumption
expenditures less than Rp 3,000 per month (incidence) and regional poverty
population as a proportion of total poverty population (distribution). To
correct for regional differences in price levels, rupiah consumption expendi-
tures are adjusted to Jakarta prices. Since the 9 Essential Commodities
index used was lower in 1976 for Jakarta than for Java or Outside Java,

the incidences of poverty reported here are higher than those in Table 4.4.

Source: Appendix Tables A-18, A-19, A-20 and A-21.
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A province may have a high proportion of its people classified as
poor, but it may not contain a large proportion of all poor people if its
total population is small. From the distribution of poverty among provinces
for urban and rural areas it is apparent that the vast majority of the poor,
70-75%, is to be found in urban and rural Java. Within Java the major shares
come from East and Central Java.

In summary, between 1970 and 1976 consumption expenditure per
capita went up in real terms in both urban and rural areas of Java and
Outside Java. The growth rates were somewhat higher in urban and rural-Java
than in the corresponding areas of Outside Java, but the urban-rural differ-
ential widened in both Java and Outside Java as a result of a considerably
faster growth in the urban areas. The growth in average per capita consump-
tion expenditure does appear to have been accompanied by a reduction both in
the proportion and absolute numbers of the population below certain low levels
of per capita consumption.

It is a measure of the immensity of the poverty problem that faces
Indonesia that despite the improvements indicated by these estimates of per
capita consumption, more than 50 million persons are unable to maint4in a
level of consumption above the extremely low standard of Rp 3,00 and that
70% of these are concentrated in the rural areas of Java0  Moreover, it de-
serves emphasis that an analysis based on the average experience in different
size classes of per capita consumption cannot capture the actual experience
of specific socio-economic groups who may have suffered significant and wide-
spread deterioration in their living standards, despite the improvement in
average levels.

Finally, differences in the average levels and distribution of con-
sumption expenditure at two points in time can give only a partial view of
changes in the level and distribution of the social and economic welfare of
the poor. Not only are consumption expenditures a very imperfec-; indicator
of total incomes but an analysis of them can provide little insight into the
costs and sacrifices involved in the adaptive efforts poorer households may
have had to undertake in order to maintain or increase slightly their mini-
mal standards of consumption. As discussed in the preceding section on em-
ployment, for certain groups these costs may have been substantial, involving
significant shifts from agricultural to non-agricultural sources of income as
well as an increase in the participation of family members in income-earning
activities. Before some rough judgments on these issues are attempted, how-
ever, it will be useful to explore briefly the distribution of households at
different consumption levels by their sector of employment and sources of
income.

Sources of Income for Households at Different Levels of Consumption

The only comprehensive source of information available on the dis-
tribution of households at different per capita consumption expenditure levels
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and their sources of income is the 1976 Intercensal Population Survey. 1/ The
period covered by the 1976 Inter;,ensal Population Survey is nearly the same as
that of the Survey Sosial Ekonomi Nasional, February to March 1976 instead of
January to April 1976. However, whereas the Survey Sosial Ekonomi Nasional
had as its major objective the collection of data on consumption expenditures,
the expenditure data in the 1976 Intercensal Population Survey were not of
critical importance. The household consumption expenditure information in
the Survey Sosial Ekonomi Nasional was obtained as a result of many questions
asked of each of approximately 160 items of consumption; in the 1976 Inter-
censal Population Survey it resulted from only one question altogether and the
questionnaire leaves it unclear whether own consumption was to be included. 2/
Consequently, the quality of the consumption information is far inferior to
that of the Survey Sosial Ekonomi Nasional ana, given the manner in. which the
information was obtained, an underestimate can be expected.

Estimates of per capita monthly consumption expenditure from the
two surveys confirm this. The 1976 Intercensal Population Survey implies
figures of Rp 4,388 and Rp 2,891 for urban and rural areas respectively.
These represent 63% and 73% of the estimates from the Survey Sosial Ekonomi
Nasional of Rp 6,942 and Rp 3,950. The underestimation is likely to vary
by consumption level, so that the 1976 Intercensal Population Survey per
capita consumption expenditure classes are not directly comparable with those
in the Survey Sosial Ekonomi Nasional; they do, however, represent a reason-
able ordering of the population by consumption level.

Table 4.8 gives a distribution of households by their primary
sources of income, agrir½ulture and non-agricul:ure, for urban and rural areas.
Agricultural households on average clearly have lower consumption levels.
The per capita consumption level of agricultural households is 81% and 93%
of that of non-agricultural households, in urban and rural areas respec-
tively. 3/

Table 4.9 gives a distribution of households for both urban and
rural areas in which households in each consumption per capita class are dis-
tributed according to whether household income originates from agriculture
alone, non-agriculture alone, or a mixture of the two. In urban areas, it
is not surprising to find almost 90% of the households engaged solely in non-
agricultural ctLivities and very few households mix their sectors. In rural

1/ For a general description of the 1976 Intercensal Population Survey con-
cerning its objectives, sampling design and methodology see 1976 Inter-
censal Population Survey, Technical Report Series, Monograph No. 1, Or-
ganization and Methods, Biro Pusat Statistik, Jakarta, 1976.

2/ The question asked was simply "What is the average monthly expenditure
of this household?". The answer was to be in thousands of rupiah.

3/ The mean of the open-ended class is estimated by making use of the
Pareto distribution.
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Table 4.8: DISTRIBUTION OF HOUSEHOLDS BY HOUSEHOLD SOURCE OF INCOME AND
AVERAGE MONTHLY EXPENDITURE PER CAPITA, INDONESIA, 1976

(%)

Average Monthly Urban Rural
Expenditure per /a /b /a Lb
Capita (RP.) Agriculture a Nona2riculture - Ariculture a Nona2riculture -

0 - 999 .99 .60 2.11 1. V
1,000 - 1,999 15.45 10.66 24.36 20.80
2,000 - 2,999 28.97 21.44 34.26 32.31
3,000 - 3,999 23.21 24.68 22.75 24.32
4,000 - 4,999 8.65 10.68 7.55 8.87
5,000 - 7,499 17.78 19.15 6.89 9.-14
7,500 - 9,999 2.70 6.11 1.29 2.10

10,000 - 14,999 1.08 4.16 .53 .93
15,000 - 29,999 1.03 2.14 .24 .26
30,000 - 49,999 .15 .27 .04 .02
50,000 - 74,999 - .10 - .01
75,000 or more - .01 - -

Total 100.00 10O0 100.00 100.00

Average Monthly
Expenditure per 3,619 4,470 2,818 3,037
Capita (Rp.)

Source: Survey Fenduduk Antar Sensus 1976, Keterangan Ekonomi Lumah Tangga,
Preliminary Figures, Biro Pusat Statistik, September 1977, Table 15.

/a Agriculture is primary source of household income.
/b Nonagriculture is primary source of household income.



Table 4.9: DISTRIBUTION OF HOUSEHOLDS BY AVERAGE MONTHLY EXPENDITURE PER CAPITA AND SOURCE OF INCOME, INDONESIA, 1976

llrban Ruiral

Average Monthly Mixture, with Mi-ture, with Mixture, with Mixture, withi

Expenditure per Agricul. agricul. the non-agri. the Non-agri. Not Agricul. agricul. the non-agri. the Non-agri. Not

Cnpi-a (Rp.) onlv prlmarv means primary means only Stated Total only primary means primai-v means onlv Stated Total

0 - 999 14.5 0.0 3.0 82.6 0.0 100.0 63.7 12.9 7.2 15.9 .3 100.0

1,000 - 1,999 10.8 2.2 2.6 84.4 0.1 100.0 56.0 13.5 7.7 22.7 .2 100.0

2,010 - 2,999 10.4 1.8 2.2 85.7 .0 100.0 55.7 11.7 8.4 24.0 .2 100.0

3,000 - 3,999 7.7 1.1 1.9 89.3 .0 100.0 54.1 10.5 8.6 26.7 .1 100.0

4,000 - 4,999 6.3 1.4 1.6 90.8 .0 100.0 53.6 8.5 8.1 29.1 .7 100.0

5,000 - 7,499 7.9 .8 1.2 90.1 .0 100.0 51.8 7.7 8.0 32.3 .2 100.0

7,500 - 9,999 3.8 .5 1.8 93.7 .1 100.0 49.7 4.9 6.4 39.0 .0 100.0

10,000 - 14,999 2.5 .1 1.7 95.7 .0 100.0 49.4 3.1 3.3 44.2 .0 100.0

15,000 or more 4.4 .2 1.4 94.0 .0 100.0 59.5 6.0 7.3 27.2 .0 100.0

Total 8.2 1.2 1.9 88.7 .0 100.0 54.9 11.1 8.1 25.6 .2 100.0

Source: Sturvev Po.ii:leNtlk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Prelimitnary Figures, Biro Pusat Statistik, September 1977, Table 15. O
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areas, however, only slightly more than half of the households rely entirely
on agricultural income; the rest rely on non-agricultural sources of income
to varying extents, with 26% having all their incomes from the non-
agricultural sector. The fact that 45% of households in rural areas derive
some income from non-agricultural activities strongly suggests the difficulty
that many h,useholds find in satisfying their consumption needs through
agricultural activities alone.

From Table 4.10 where the distribution of householc6s by per capita
consumption expenditture class is given for each category of households classi-
fied by source of income, it appears that, for urban and rural households
deriving their income primarily from agriculture or non-agriculture alone,
those whose i:icomes come from a mixture of agricultural and non-agricultural
sources are mare likely to be found at the lower end of the con-umpcion
distribution. In urban areas 32% of households whose incomes are entirely
from non-agricultural sources are in the per capita expenditure class of under
Rp 3,000 per month, compared with 42% of households whose primary source of
income is non-agricultural but which have additional income from agricultural
activities. Among households in rural areas whose primary source of income
is agriculture, 60% of those relying on agricultural sources alone are in the
under Rp 3,000 per month class, compared with 66% of the households with
income from both sectors.

Economic Growth and Poverty

In the first part of this section, it was shown that between 1970
and 1976 average household consumption expenditure per capita 'n real terms
went up in both urban and rural areas of Java and Outside Java. Moreover,
this general increase in per capita consumption for the population as a whole
was accompanied by increases at the lower end of the per capita consumption
distribution and a reduction of poverty, as measured by tbc proportion of the
population or by the absolute number of persons below various low levels of
per capita consumption. From the evidence of these aggregative measures it is
clear that in absolute terms the benefits of growth have been shared by even
the lowest income groups of the population. lWhile such findings are an
encouraging aspect of recent Indoiiesian economic development, they hardly
constitute a complete picture of tile poverty problems confronting the country.
Other aspects are not so encouraging.

Even without direct statistical evidence on trends in income dis-
tribution, there are strong indications of a marked inLcrease in relative in-
come inequality. First, the differential in per capita consumption between
the urban and rural populations has been widening in both Java and Outside
Java. Since the rural population started from an already inferior posi-
tion relative to the urban population, such a deterioration is a cause for
concern. A growth rate of 2-3% per annum in per capita real consumption, such
as was experienced in the rural areas of Indonesia between 1970 and 1976, was
admittedly preferable to no growth or a decline in real terms, but it is
hardly impressive when compared to the corresponding urban rate of 4-7% a
year. Real consumption growth so much lower for the poorer four-fifths rural
population than for the better-off urban one-fifth implies a severe increase
in the disparities between consumption levels of the two groups.



Table 4.10:, DISTRIBUTION OF HOUSEHOLDS BY SOURCE OF INCOHE AND AVERAGE MONTHLY EXPENDITURE PER
CAPITA, INDONESIA, 1976

U'rban kra
Average Monthly Mixture, uith Mixture, witit Mixtire, with tlixt-tre, with
Expenditure per A,ricul. agricul. tho non-agri. the Ion-agri. Agricul. agricul. the noxa-agri. the Non-agri.
Capita (Rp.) only primary, eans primary means only Toral only primary means prircary meanis on011"

0 - 999 1.14 - 1.01 .59 .63 2.09 2.08 1.59 1.12 1.80
1,000 - 1.999 14.84 19.62 15.74 10.55 11.11 23.59 28.14 21.78 20.50 23.14
2,000 - 2,999 28.60 31.75 25.66 21.36 22.14 34.04 35.34 34.85 .31.50 33.60
3,000 - 3,999 23.48 21.73 25.09 24.68 24.54 22.91 21.95 24.50 24.26 23.25
a,odo - 4,999 8.20 11.67 8.87 10.72 10.49 7.84 6.13 8.02 9.14 8.04
5,000 - 7,499 18.66 12.23 12.49 19.29 19.02 7.21 5.32 7.50 9.66 7.65
7,500 - 9,999 2.78 2.23 5.71 6.12 5.80 1.42 .69 1.'3 2.38 1.56

10,000 - 14,999 1.18 .42 3.59 4.17 3.87 .60 .19 .27 1.14 .66
15,000 - 29,999 1.14 .35 i.53 2.15 2.04 .26 .14 .23 .27 .25
30,000 - 49F999 .17 - .28 .27 .26 .05 .01 - .03 .04 '

50,000 - 74,999 - - .03 .10 .09 - - .02 - .00
75,000 or more - - - .01 .01 - - - - -

Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00

Source: Sirvey Penihhlmik Antar genseas 1976, Keterangan Ekonomi Rmsh Tanga&. Preliminary Figures, BLiro Pusat StatLstik, September 1977, Taible 15.
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Second, the per capita consumption data point to a large increase
in the degree of inequality within urban areas and a small decrease -"thin
rural areas. Taking into account also the widening urban-rural disj -ity,
this suggests a significant increase in overall consumption inequality in
Indonesia between 1970 and 1976 that very likely reflects an even larger
increase in income inequality.

Finally, other evidence points in the direction of growing in-
equality in the distribution of income. From the absence of any discernible
upward movement in real wage levels noted in the previous sections during a
period of rapid growth in average productivity and production, it may be in-
ferred that profits and property incomes were growing at an even faster rate,
to the benefit of those generally concentrated at the upper ranges of the in-
come distribution. Inflation may also have contributed to increased in-
equality because of the more rapid increases in prices of food which con-
stitutes the bulk of expenditure for low-income households.

None of this evidence pointing toward an overall deterioration in.,
terms of relative consumption and income in any way obviates the finding
that in absolute terms consumption levels have risen for all groups and there
has been a sizeable reduction in the number of people at the lowest levels of
consumption and income. However, such improvements, substantial as they have
been, still amount to only a tiny diminution of the problem of poverty in
Indonesia. From the Sroportion of the population in 1976 with per capita
consumption expenditure below Rp 3,000 per month, or less than US$0.25 per
day, one can estimate that there were 2.6 million persons in urban Java, 35.4
million in rural Java, 1.0 million in urban areas of Outside Java and 11.1
million in rural areas of Outside Java, or 50.1 million people altogether,
existing on less than US$0.25 per day. Even with substantial improvements,
therefore, Indonesia still faces a severe problem of poverty.

Moreover, many observers of Indonesia have drawn attention to the
plight of different subgroups of the population who appear not only to have
been left out of the growth process altogether, but also to have been forced
into a less favorable position relative to- those who have made economic gains.
For millions of people the prospect of any early escape from poverty is not
bright and for some their economic position may worsen over time.

There is little dispute over the fact that the adoption of more
productive techniques may adversely affect some groups. Examples of labor
displacement have been cited in earlier sections and additional evidence is
provided in a number of recent studies. 1/ Snifts to more modern techniques

1/ See e.g. Irlan Soejono, "Growth and Distributional Changes of Incomes
in Paddy Farms in Central Java, 1968-74," Bulletin of Indonesian Economic
Studies, Vol. 12, No. 2, July 1976; Palmer. op. cit.; William L. Collier,
Harjadi Hadikoesworo and Marie Malinoreau. "Economic Development and
Shared Poverty Among Javanese Sea Fishermen," paper prepared for the
Agricultural Economics Society of South Asia's biennial meeting at
Iloilo, the Philippines on November 2-6, 1977, p. 7; Collier. "Technology
and Peasant Production: A Comment," Development and Change, Vol. 8, No.
3, July 1977; John W. Duewel. Socio-economic Anal sis of the Provincial
Area Development Program (Program Pembangunan Daerah - PPD) for Central
Java, August 1977.
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and greater commercialization also disrupt traditional arran1gements for shar-
ing and for providing social support. Effects of this sort associated with
the shift to the tebasan system of rice harvesting have already been commented
upon; similar effects have been documented, for example, in a study of moder-
nization and commercialization of the Javanese fishing. 1/

There is also a variety of evidence that the benefits of economic
change, at least in the first instance, tend to be concentrated on those
groups already in a relatively superior economic position and therefore
better placed to take advantage of new opportunities. In a discussion Qf
the sensitivity of high-yielding varieties of rice to farming practices,
Collier 2/ suggests that "in Java the main restraint to increased prodvction
and use of -he modern varieties may be class differences in the rural vil-
lages" and argues that those who control large operations may be favored in
receiving credit and input services, so that the smaller operators may be
prevented from participating in the green revolution. In another study,
Duewel 3/ points out that although improvements in irrigation have in some
places brought benefits to the smaller farmers, there is evidence that the
larger farmers have benefited more because of "their favorable location near
secondary canals and their ability to manipulate water delivery." Mubyarto 4/
also reports that credit granted by government banks to enable farmers to
use the new technology could be used more efficiently by the larger farmers,
and that there is evidence that small farmers who own less than 0.3 hectares
of land have greater difficulties in obtaining cheap government credit than
the larger farmers. Similarly, Penny and Singarimbun 5/ observe that large
farmers have benefited from fertilizers more than small farmersp Sajogyo's
findings (reported by Duewel) 6/ from the rice intensification studies of the
Agro-Economic Survey indicate that farm size was the key variable in explain-
ing why most of the peasant households had not tried the high-yielding vari-
eties of rice. For farmefs operating on less than 0.5 hectares of land, the
investment capital required for the high-yielding varieties was too high.

!'-ecause the poor operate at the margin of subsistence, it is not
surprising to find that they place high priority on current compared to future
income and have a high aversion to risk; they are reluctant to take action
which subjects them to the risk of becoming worse off than they are to begin

1/ Collier. et al, op cit.

2/ Collier. op cit, p. 352.

3/ Duewel. op cit, p. 72.

4/ Mubyarto. Rural Poverty, the Small Farmer Problem and Rural Development
Strategy in Java, Institute of Economic Research, Faculty of Economics,
Gadjah Mada University, Jogjakarta, December 1975, p. 4.

5/ D.H. Penny and Masri Singarimbun. "A Case Study of Rural Poverty,"
Bulletin of Indonesian Economic Studies, Vol. 8, No. 1, March 1972, p. 85.

6/ Duewel. op cit.
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with. Mubyarto 1/ gives an example of the Indonesian goverrnment's pilot
project of cattle fattening, in which farmers are provided with credit to
purchase young cattle to be raised and then sold six months later, when they
would get the maximum return on their investment. But the farmers find it
more appropriate that their cattle should contribute to their current income.
Instead of .eeping their cattle in the pen all the time, as advised by the
agricultural extension workers, they use them to plough or to pull carts. As
a result the cattle do not gain sufficient weight during the six-month period
and the farmers may face problems in repaying their loans.

Other examples are the use of the small-meshed nets by traditional
fishermen, which has contributed to the depletion of the stock of fish 2/
and the reported tendency among poorer households to plant substantial por-
tions of their house gardens to roots and tubers, such as cassava and arrow
root, having a low market value but also a low risk of crop failure. 3/
White 4/ has noted that the high degree of occupational multiplicity observed
in Javanese villages helps to spread risks through continuous adjustments in
the allocation of household labor to income-earning activities. He observes
that "a certain minimal amount of regular income is accorded high priority in
the daily choice of labor allocation than income maximization, at least for
the majority of households who do not have sufficient savings to eliminate
this constraint."

It would not be difficult to multiply examples of the vulnerability
of the poor to adverse consequences from economic change. For millions of the
poor living on the margin of subsistence, any disruption, even if slight and
temporary, in their means of securing a livelihood can have disastrous con-
sequences for those involved. And the process of economic growth inevitably
entails such disruptions which many will find difficult or impossible to
weather without severe cost and suffering. These personal costs and sacri-
fices suffered by particular low-income groups cannot be captured in aggre-
gative or average measures of increases in consumption or living standards.
If the benefits of economic growth are to be shared more equitably, policies
must be designed to address the particular situations confronting specific
groups in order to offset some of the deleterious effects of changing eco-
nomic circumstances, and to ease the burdens of adjustment to new and more
remunerative activities.

1/ Mubyarto. op cit, p. 17.

2/ Collier. et al, op cit.

3/ Duewel. op cit, pp. 84-85.

4/ Cited in Duewel. op cit, p. 74.
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V. EMPLOYMENT POLICY ISSUES IN INDONESIAN DEVELOPMENT

What implications can be drawn from the experience of the recent
past for the magnitude and character of the employment and poverty problem
that Indonesia will confront in the coming years? What policy directions
should be followed and what policy instruments are available or might be
fashioned to meet the challenges that these problems pose? The complexity
and diversity of Indonesian labor markets, the conflicting interpretations
that can be placed on developments during the past 5-10 years and the un-
availability of reliable statistical data !n crucial areas make it certain
that no simple or definitive answers to these questions can be expected. In
addition, it is difficult to frame specific programs or policy instruments in
the area of employment without more detailed knowledge and familiarity with
the workings of Indonesian labor market institutions and with the administra-
tive and other constraints on effective government intervention than any group
of outside observers could hope to accumulate in a relatively brief period of
study. The objective in this section is, therefore, merely to sort out in
preliminary fashion some of the employment issues that warrant systematic
attention in the formulation and implementation of development policy in
Indonesia.

Development Policy and Employment

Employment policy in t-e broad sense cannot be separated from other
aspects of economic development policy; the levels and patterns of employ-
ment and incomes are bound to be heavily influenced by policy actions in
other areas. While it is useful for some purposes to distinguish a more
narrowly defined range of issues w1tere interest is focused on specific as-
pects of labor markets and particular groups in the work force, this does
not mean that employment policy measures in this narrower sense can be evalu-
ated without reference to the broader context in which they will operate.
Indeed, most of the difficulties of formulating policies in these areas are
those of establishing the appropriate role for specific measures in relation
to the larger economic conte!xt in wihich they are implemented. In addition,
the overwhelming importance of labor incomes for the economic welfare of the
bulk of Indonesian households should not be permitted to blur the essential
distinction between employment problems and the more general problems of
poverty and income distribution. The relationships between employment and
poverty are neither sim,le nor direct and employment policies; whether broadly
or narrowly conceived cannot completely substitute for other measures directed
toward the alleviation of poverty or the achievement of greater equity in the
distribution of income.

Prospective Growth in Aggregate Labor Sup,2y

Despite the evidence of deceleraAion in the rate of population
growth, it will be some years before a coriespondirig decline can be expected
in the growth of the labor force. Recent population projections (see Annex 1)
indicate that the rate of growth of the working ag,ye population has peaked dur-
ing the 1971-78 period at about 2.7% per year. La the following five years
until 1983 the annual rate of increase in the population of working age should
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average around 2.4% per year but it will still remain significantly above the
rate of population growthl through the end of centUry. If these demographic
changes are not offset by a sharp reversal in the recent trend toward higher
labor force participation rates -- that is if sex and age-specific
participation rates remain at the levels observed in 1976 -- the labor force
can be expected to increase by 1.5 - 1.7 million annually over the next 20
years

Unless migration from Java to other islands rises to a level far
beyond that observed to date about 65% of these increases in the labor force
in the 1978-83 period will occur on Java. However, this fraction is projected
to decline thereafter (to around 50%) as a consequence of the more rapid
deceleration of population growth on Java compared to other Islands.

From these indicators of the prospective growth of labor supply,
the problem Indonesia faces of providing increasingly productive employment
for growing numbers of workers will be roughly of the same order of magnitude
in absolute terms over the 1978-83 period and beyond as in the last decade and
the most acute problems of growing labor supply pressure ont densely populated
Java will be eased only slightly by the relatively slower growth in the
Javanese population and labor force. While the experience of the last few
years is encouraging evLdence of the capacity of the Indonesian economy to
absorb increases in labor supply of this order of magnitude, that experience
cannot be simply extrapolateid to a sanguine view of the future.

The substantial increases in employment, the rise in real living
standards, and the apparent decline in the number of households at extremely
low levels of per capita consumption that has taken place since 1971 are,
it seems clear, almost entirely the result of the responsive adaptations of
the work force to the rising demand for labor associated with accelerated
growth in investment, output and incomes. It is not so clear that either
the pace or pattern of development that produced these relatively favorable
aggregative results can be maintained.

Employment Aspects of Agricultural Development Policy

The rapid rise in agricultural output and incomes during the years
1971-1976 was a singularly important influence on the empiJoyment situation
in that period. The aggregate employment picture would have certainly
appeared much less favorable if the numbers employed in agriculture had grown
at an annual rate significantly below that actually observed. The annual rate
of employment growth in agriculture of 1.5-3.5% was higher than previously
anticipated and there are reasons to expect it to decline in the future.

In the first place the vigorous growth in agricultural output and
the intensification of agriculture are linked to factors such as the spread
of HYV's and the rehabilitation and upgrading of irrigation systems whose in-
fluence must be expected to diminish in the future. Secondly, as noted in
some detail earlier, there is evidence of the increasing spread of labor
displacing techniques in farming operations and practices which can be
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Table 5.1: PROJECTIONS-/ OF TOTAL POPULATION, WORKING AGE POPULATION AND
LABOR FORCE, 1971.-2001

(in millions)

1971 1978 1983 1991 2001

/2
JAVA-/

Population Total 76.1 86.0 94.0 107.3 122.0
Population Age 10+ 52.3 62.9 70.3 82.1 97.4
Labor Force 26.4 33.9 38.6 46.1 54.7

/2
OUTSIDE JAVA-

Population Total 43.1 50.5 56.2 69.1 88.2
Population Age 10+ 28.6 34.6 39.4 48.7 63.7
Labor Force 14.0 18.4 21.1 26.5 34;.8

INDONESIA

Population Total 119.2 136.5 150.2 176.4 210.2
Population Age 10+ 80.9 97.5 109.7 130.8 161.1
Labor Force 40.4 52.3 59.7 72.5 89.5

/1 Population figures refer to September and are derived from the
projections included in the Annex on Population Trends and Prospects.
For 1991 and 2001 no distinction is made between year-end and
September figures. Labor force is calculated by applying the age-
specific participation rates observed in September 1976.

/2 Estimates for Java and Outside Java are based on assumed natural
rates of population growth in the two areas and do not take into
account the possibility of any future significant net out migration
from Java.

Sources: Appendix Y- Mle A-5 (September 1971), Annex 1, Table 17(c) and
17(d) (ye..--end population projections), Sam Suharto and
Hananto Sigit, "Condition of Population and Manpower in
Indonesia," Central Bureau of Statistics, December 1977.
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Table 5.2: ANNUAL RATES OF GROWTH OF THE POPUIATION, WORKING AGE
POPULATION AND LABOR FORCE, 1971-2001

1971-78 1978-83 1983-91 1991-2001

JAVA

Population Total 1.8 1.8 1.7 1.3
Population Age 10+ 2.7 2.3 2.0 1.7
Labor Force 3.6 2.6 2.2 1.7

OUTSIDE JAVA

Population Total 2.3 2.2 2.6 2 5
Population Age 10+ 2.8 2.6 2.7 2.7
Labor Force 4.0 2.8 2.9 2.8

INDONESIA

Population Total 2.0 1.9 2.0 1.8
Population Age 10+ 2.7 2.4 2.2 2.1
Labor Force 3.8 2.7 2.5 2.1

Source: Calculated from Table 5.1.
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expected to reduce the employment elasticity of future increases in agricul-
tural output. Finally, an increasing proportion of future agricultural
growth will be associated with the development of areas Outside Java where
relative factor endowments are likely to make inefficient the use of techni-
ques as labor intensive as those currently employed on Java. In sum the
possibly accelerating decline in the relative importance of agriculture as
a source of additional demand for labor, the prospects for a higher rate of
labor displacement in agricultural operations, and shifts in the locational
pattern of the demand for agricultural labor all point to even heavier bur-
dens of adjustment on low income rural workers in the future than they have
been faced within the immediate past.

The problems connected with any slackening in the growth of direct
demand for labor in agriculture will not, of course, be confined to that
sector. Although impossible to determine quantitatively the demands for labor
generated by the increased incomes earned in agriculture must have been a
major influence on employment growth in rural areas--enabling an increasing
proportion of rural workers to find sources of income and employment in non-
agricultural activities. Since these demands have been widely dispersed
throughout the rural areas, they could provide the basis for the rapid ex-
pansion of extremely small-scale, local activities observed in manufacturing
and service sectors of rural areas. While this expansion in non-agricultural
employment may have prevented any declining trend in rural wage levels it was
not sufficient to produce a rate of rural tiicome growth equal to that in urban
areas. Moreover, the pressure of labor supply at the unskilled levels appear
to have kept urban unskilled wages from rising as well. The resulting in-
creases in disparities between rural and urban income levels and, within urban
areas, between the income of lesser skilled workers and those of other urban
groups are already a cause for concern. These trends toward widening dispari-
ties will gain in importance if they continue and, perhaps, accelerate as
agriculture become relatively less important in the economy and the future
sources of employment and income growth become more concentrated in non-
agricultural sectors in and around urban centers.

All this underscores the importance of agricuitural development
policies designed to broaden the participation of rural groups in the process
of achieving higher levels of output and income. In particular careful atten-
tion is required to the impact of agricultural growth on the structure of
landholdings and tenure conditions and the avoidance of undesirable increases
in the concentration of wealth and income in the agricultural sector. Since
the process of agricultural development will, in any event, involve substan-
tial shifts in patterns of labor use, it becomes increasingly important to
avoid measures that directly or indirectly distort incentives toward too
rapid an introduction of labor displacing techniques. In some cases, posi-
tive disincentives through tax or tariff policies may be justified to mod-
erate the pace if not the direction of movement toward less labor demanding
techniques.
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Perhaps most crucial, however, is the recognition of the growing
importance of non-agricultural employment alternativG3 to the rural popula-
tion even though they may remain dependent on agriculture as the principal
source of employment and income. A balanced policy toward agricultural de-
velopment, therefore, cannot be formulated in isolation from policies con-
cerned with the growth of labor demand in non-agricultural sectors. Of most
immediate direct relevance are public employment programs such as INPRES
(whose role will be discussed further below) which are designed to provide
additional earnings opportunities particularly in rural areas. But more de-
cisive in the long term are the whole range of industrialization and regional
development policies which lie at the center of the problem of Indonesian
development strategy.

Industrialization, Regional Development and Employme:-t

It is an obvious but nc:It,theless important fact that most employ-
ment in Indonesia has been and will presumably continue to be provided by
private sector enterprises. It follows that it is those government actions
directly and indirectly influencing the level and pattern of labor utiliza-
tion by private employers that will be of greatest importance in determining
future employment and earnings prospects. Employment considerations alone
cannot, of course, dictate fundamental policy decisions affecting the division
of investment between public and private sectors, the regional location of
publicly financed infrastructure, the sectoral allocation of investment, or
the balance between small and large enterprise. But the employment impli-
cations of such decisions are important elements that should shape those de-
cisions.

For example, a distinctive feature of recent employment experience
that has been emphasized in this report is the apparent proliferation of
extremely small enterprises in the manufacturing and service sectors parti-
cularly in rural areas. Employment growth in large- and medium-scale enter-
prises, has so far as can be determined, been low even though they have
probably accounted for the major share of the increment in non-agricultural
output in recent years. At least this appears to be the case in manufacturing
where it has been estimated 1/ that over 90% of the increase in manufacturing
output between 1973 and 1975 originated in large- and medium-scale enterprises.
This pattern raises the question of a possibly excessive concentration of
investment in capital intensive industries to the detriment of both growth and
employment objectives. From the point of view of employment, an industrial-
ization strategy which gave greater emphasis to more labor intensive light
manufacturing industries would offer greater opportunities for avoiding the
inefficiencies and inequities likely to result from a continuing trend to-
ward a highly concentrated or "dualistic" industrial structure. In addition
insofar as a less concentrated process of industrial development was condu-
cive to greater dispersion in the location of industry it would reduce the
direct and indirect costs of shifting labor to a few primary centers of
economic growth.

1/ World Bank, "Problems and Prospects for Industrial Development in Indo-
nesia", Vol. I, (May 25, 1978), Table 1.4, p. 78.
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The growth and modernization of small- or medium-scale
establishments such a shift toward a less concentrated, more widely dispersed
and less capital intensive path of industrial development would entail might
well increase the vulnerability of many of the extremely small, more tradi-
tionally organized enterprises. The displacements of labor which are bound
to result from the competition of more productive and more modern enterprises
make it all the more important that the mechanisms for adjustment in both
product and factor markets are able to operate effectively without distorted
incentive structures or obstacles to the efficient use and reallocation of
labor.

Similarly, basic employment issues need to be confronted in major
policy actions regarding regional development and the location of investment.
Given the concentration of population and labor force on Java and a continu-
ing or even accelerating relative decline in the demand for labor in Javanese
agriculture the pace and pattern of the demand for labor in industry and other
non-agricultural activities on Java will become increasingly decisive deter-
minants of future earnings and employment opportunities for the bulk of the
Indonesian work force. Even if outmigration from Java rises substantially
beyond historically observed levels, a major fraction of the increase in the
labor force will continue to occur on Java. Consequently, notwithstanding
the contribution enlarged transmigration programs can make to relieving labor
supnly pressures on java, the core employment issues will continue to be
dependent on the rate and structure of Javanese industrialization. And it
is the whole range of government policies affecting this industrialization
process--investment, trade, infrastructure, fiscal, monetary, wage and price
policies--that will be crucial determinants of future levels of labor
incomes and employment. However, the indications of slowing rates of
population and labor force growth on Java suggest that, over the longer
term, labor supply pressures may become relatively more acute Outside Java.

Labor Market Regulations and Wage Policies

The aggregate employment response to the high levels of economic
growth of recent years testifies to the fundamental resilience and effective-
ness oL the relatively unconstrained labor markets in Indonesia. By and
large the work force has been able to adapt to the changing structure of
economic opportunities and market incentives that has apparently led to in-
creasing levels of average incomes and kept the level of open unemployment
low. So far as one can tell from the evidence, labor markets have been effec-
tive in guiding substantial reallocations of labor and have not been the
source of major wage and price distortions. If there is a general lesson for
future economic policy to be derived from this experience it is perhaps the
importance in an economy like that of Indonesia of avoiding policy measures
that introduce undesirable constraints into labor markets and limit workers
access to new employment opportunities or discourage employers from maximiz-
ing the economically efficient expansion of those opportunities.

This does not imply an renunciation of active employment policies
in favor of exclusive reliance on completely unregulated market mechanisms.
The judgment that indonesian labor markets have functioned fairly effectively
is not to say that they are perfectly competitive. Uncertainties and lack
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of reliable and comprehensive information are inherent difficulties workers
face in adapting to a changing economic environment. Under conditions where
labor supply pressures are high, where the lack of resources makes large num-
bers of the work force vulnerable to the adverse effects of economic change
and unable to pursue new employment alternatives, there are bound to be num-
erous situations in which employers can exploit positions of economic power
to the detriment of the workers.

Measures directed to the protection of workers interests through
improvements in the structure and operation of labor markets are inherently
difficult to formulate and implement effectively and these difficulties
are compounded by the scarcity of information about the structure and opera-
tion of specific labor markets in Indonesia. Government intervention to
protect workers by imposing standards for wages and working conditions may,
in the absence of careful analysis of the direct and indirect impact in speci-
fic labor market situations, prove to be self-defeating. There is a danger
of accentuating rather than diminishing the differences between workers in
relatively advantageous or protected situations and those less well placed.
This danger is particularly acute where, as in Indonesia, most employment
does not have the character of formally organized and stable employer-employee
relationships and there are severe limits on the feasible scope for effective
enforcement of labor market regulations or legislated labor standards.

The Indonesian government has been justifiably cautious in Its
approach to national minimum wage legislation preferring to move in the direc-
tion of differentiated wage standards administered through regional wage
councils and provincial governments. It is difficult for such a differen-
tiated system to avoid introducing arbitrary elements into the structure of
wage-employment relationships without much more extensive knowledge dbOut
the operation of labor markets than is now available. The absence of fac-
tual information increases the likelihood that the process of standard sett-
ing will rely on economically inappropriate criteria that fail to take into
account the actual impact on employment and incomes in those areas where
wage regulations can in fact be enforced. And the unevei:ess of enforcement
because of limitations of administrative resources will add to rather than
lessen wage disparities and inequities. Under the circumstances, it would
seem preferable to concentrate, in the first instance, on improving the fac-
tual foundation and administrative resources for governmental action and to
limit that action to those specific situations where it can be firmly estab-
lished that regulatory measures will in fact have desired beneficial effects
on the employment and incomes of low income workers.

Underlying this approach to wage and labor market regulation is
recognition of the administrative impossibility under prevailing circum-
stances of establishing any comprehensive and effective direct governmental
control over the level and structure of wages. Wage policy in Indonesia,
therefore, necessarily must have a partial and indirect character and gov-
ernment policies that influence the general level and structure of labor
supply and demand should be recognized as being of more decisive importance
for wag- and employment developments than direct labor market regulation.
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Public Investment Programs to Provide Employment

The principal public investment efforts in Indonesia in which the
expansion of employment opportunities has been a major objective are the
various more or less decentralized social and economic infrastructure programs
grouped under the general label of INPRES programs and the program of trans-
migration of settlers from Java to newly developed areas in the other islands.
Both of these have been examined recently in separate Bank reports so that in
this report we confine ourselves to some brief general comments on their role
and significance for employment developments.

In terms of employment objectives the two programs differ markedly
with INPRES programs much more concerned with the creation of short-term
employment for the local population in construction activities while the
transmigration programs seek to provide permanent means of livelihood for
resettled families. In both, however, employment creation is not considered
as a separate or even dominant objective. The INPRES programs are seen as a
means of mobilizing labor resources for improvements and extensions of local
social and economic infrastructure while transmigration programs are also in-
tended to serve regional development objectives by opening up new lands in
the more sparsely populated areas.

The INPRES programs have been by far the most important in their
influence on the employment situation. It has been roughly estimated 1/ that
the total employment generated by the INPRES programs (including employment
in production of local materials) may have revealed a level in 1976/77 and
1977/78 equivalent to about 1% of total employment in Indonesia. While these
estimates which are derived indirectly from information on expenditures, wage
rates and the labor context of materials production probably overstate the
actual employment provided under the INPRES programs they confirm that the
magnitudes involved are substantial.

The greater significance of these programs for employment, however,
probably lies in the indirect effects of the expenditures on local infrastruc-
ture widely dispersed throughout the country. It is impossible to quantify
the economic impact of the myriad small projects which have been undertaken
but there is no doubt that they have been an important factor in the rising
demand for labor observed during the 70's especially in rural areas. A large
proportion of the allocations under the two largest programs (INPRES Kabupaten
and INPRES Provinsi) have been for roads and irrigation works. The improve-
ments in the economic base and the extension of markets and transport must
have contributed to an increase in the quantity and range of additional em-
ployment opportunities available to the rural work force. Moreover, the
short-term employment offered by these programs may have eased the problems
involved in shifts from agricultural to non-agricultural activities which has
been such a pronounced feature of recent employment developments.

1/ World Bank, "Indonesia INPRES Programs", Report No. 2093-IND, June 15,
1978, Table 16, p. 27.
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The undoubted value of these programs as instruments for attaining
a more decentralized and more widely dispersed development leaves open the
question of their future role. The INPRES allocations have increased since
the early 70's to a level where they now amount to over one-fifth of the sub-
stantially enlarged total development budget of the central government. The
new programs added in recent years for primary schools, health, forestry anid
markets now account for close to half of the total allocations. Both the in-
creased size of the programs and the difficulties of maintaining efficient
use of the funds as the programs are extended add to the importance of evalu-
ating their future role more in terms of the assets created than of the in-
creased short-term employment they provide. The problems that the furestry
program has apparently run into illustrate the dangers of failure to assure
that projects have a sound technical and economic justification.

Although the past successes with the INPRES programs certainly argue
for their continuation and extension as an important part of the government
investment program, constraints on implementation capacity and possibly re-
source availability are sufficient reason to slow their rate of growth. But
with increasing emphasis orn their role in stimulating the creation of directly
and indirectly productive infrastructure investments their total contribution
to the development process need not diminish appreciably despite the relative
decline in the direct influence on the employment situation.

Unlike the INPRES programs, transmigration programs have had only
minimal significance for the general employment situation so far. And in view
of the organizational and institutional difficulties which are involved in
increasing the number of families transmigrated each year to a level that
would constitute a significant fraction of the annual increment in the labor
force, it is apparent that employment expectations based on the transmigration
program should be cautions for a number of years. Yet it is equally apparent
that a well conceived program of transmigration could be a cost effective
element of any long-term employment oriented develo-pment strategy. Much more
crucial are the regional development objectives and potentials in the areas of
new land settlement and fundamental issues connected with the overall alloca-
tion of investme;it resources among sectors and regions.

In this perspective the important employment aspects of transmi-
gration are not so much connected with the overall size of the programs as
with the selection of settlers and the impact of that selection in improving
conditions in specific, localized areas in Java. In those severely depressed
agricultural areas where the pressure of population on land resources are
particularly high and the availability of alternative non-agricultural
employment opportunities are particularly low, transmigration can provide
much needed relief for families facing destitution.

Training and Education

In this report we have been able to devote little attention to
problems concerned with the improvement in the levels of education and skills
embodied in the work force. Yet one implication that emerges from the analy-
sis in the report is the crucial importance of workers' education and train-
ing to future employment and growth prospects and t:herefore as an areas for
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positive policy interventions by the government. The processes of the re-

allocation of labor to different and more remunerative activities require
and are dependent on the ability of workers to take advantage of new oppor-

tunities and to acquire new and higher levels of skills. In these broad

terms the role of basic education in increasing workers' capabilities for
adapting to changing circumstances for learning new techniques on and off

the job justifies continuing emphasis on primary education. More complex
and difficult problems arise, however, in fashioning policies to encourage
the development of specific skills. Formal vocational training programs can
play only a limited, although important, role. Most training takes place
on-the-job an(d such training has the added advantage that it is usually is

directly responsive to the evolving pattern of labor demand. While this
complicates the problems of formulating effective government support of
training activities ,it does not lessen their importance as a focus for po-
tential government action.

With the present structure of Indonesian manufacturing and service
industries where most employment is in extremely small enterprises it is

probable that too little attention is given to improving the skills and pro-
ductivity of workers on the job. A small or marginal enterprise has few re-
sources to devote to such efforts and little incentive since the acquisition
of higher okills by a worker may increase the probability of his seeking em-

ployment elsewhere. 1/ On the other hand, larger enterprises may tend to
concentrate their training efforts on very specific s~orts of skills that have
limited transferability outside the particular operations on which workers
are employed.

For these reasons, and because of the critical importance skill ac-

quisition to the pace and efficiency of the industrializing process in Indo-
nesia, the possibilities for government initiatives to provide additional in-
centives or resources for job training deserve serious and sustained consid-
eration. The specific forms that government action might take will have to
be determined in conjunction with the full range of policies affecting the

structure and composition of the industrialization process in Indonesia.

Concluding Remarks

There is too little information and too much uncertainty about un-
derlying influences on labor supply and demand and the operation of labor
markets to permit more than speculative conclusions about the future evolu-

tion of the structure of employment and labor incomes. Nevertheless, some
tentative generalizations about prospective developments may be ventured.

1/ The theoretical argument can be made that acceptance by workers of re-

duced wages during the period of training would provide employers with
the necessary incentives. But the imperfection and uncertainties in the
actual operation of labor markets are sufficient reason to doubt that an

optimal amount of training will in fact take place.
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First of all, it is difficult to see for the near term future a pattern of
development in the supply and demand for labor to justify any expectations
of substantial and sustained increases in real wages for the unskilled. The
growth in the working age population together with a perhaps accelerating
decline in the relative demand for agricultural labor can be expected to
maintain the substantial pressure of labor supply in markets for unskilled
labor. Moreover, it is unlikely that increases in labor force participation
rates of the magnitude that appear to have taken place in the early 70's will
continue to serve as a major means for augmentation of household incomes.
Therefore the extent to which lower income workers can look forward to shar-
ing in the benefits of future economic growth will be very much deperndent on
the expansion in the demand for labor in somewhat more skilled occupations
and the ability of workers to shift to these more productive activities. In
other words, earnings prospects for the poorer groups in the population par-
ticularly outside agriculture are likely to be mainly determined by increases
in the quality of employment opportunities to which they can asp4re rather
than by increases in the demand for completely unskilled labor and consequent
increase in unskilled wage rates.

The experience of the past years has demonstrated the resource-
fulness and initiative of the Indonesian workforce in responding positively
to the opportunities for economic advancement in new and different lines of
activity. That experience provides reasonable grounds for optimism that
even with a fairly constant level of real wage rates substantial improvements
in the incomes and earnings of a large proportion of the workforce can take
place through development policies which emphasize the growth of better jobs
rather than just more jobs at the lowest levels of productivity and pay. In
the absence of detailed information on the occupational wage structure and
the differential returns to skill and education, it is impossible to quantify
the contribution such compositional shifts and upgrading of the labor force
can be expected to make to the growth of incomes of lower income households.
But it can be expected to be substantial if an overall economic growth rate
of 6-7% a year can be maintained along with a growth in non-agricultural
sectors at a substantially higher rates.

For rates of output growth of these magnitudes to be translated
into increased earnings opportunities for workers in the lower skill cate-
gories, careful attention will need to be paid to the patterns of capital
and labor use in the industrializing process. The more economic growth can
be based upon the efficient development of less capital intensive and less
skill intensive production and techniques the greater will be the spread of
income increases to the working population in the form of enhanced earnings
opportunities.

Precisely because modernization and productivity growth is likely
to entail the introduction of technologies that are less labor intensive than
traditional techniques and whose direct or indirect effects may be labor dis-
placing, particular care is needed to avoid excessive capital intensity. This
involves appropriate factor pricing policies (e.g. positive real interest
rates, strictly enforced repayment of credit) and tariff policies that do not
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undutly favor capital goods. It also implies that direct and indirect effects
on employment merit explicit consideration in major policy decisions both to
ensure the efficient utilization of capital and labor resources and to mini-
mize the costs imposed on workers by labor displacement. It is important to
note that these employment questions are relevant to decisions across the
whole range of government policy actions--to public investment decisions (Is
it possible to reduce the concentration on capital intensive projects in favor
of more labor intensive investments?); to regulations affecting private sec-
tor activities (Is banning becaks, for example, truly necessary for proper
urban transport? Are there no intermediate alternative policies?); to the
definition of required public facilities and standards (Can minor differences
in the design of public buildings and roads lead to greater and more efficient
use of labor?). But is is also apparent that employment considerations will
not generally be the exclusive factors determining any individual decision
or the formulation of general policies. The inherent complexity of the in-
terrelationships involved requires a careful examination and balancing of
employment concerns along with other objectives. What is needed are improved
mechanisms whereby all government actions come under scrutiny in order to
bring employment considerations to bear on all of them.
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Inttodiictiion to Appendis Tables

The discussion on population, labor force and employment for the
period 1961-1976 is based on the published information of the Population
Census 1961 (Biro Pusat Statistik, Jakarta: 1963), Populat'?n Census
1971 (Biro Pusat Statistik, Jakarta: 1972), Intercensal Population Survey
March 1976 (SUPAS) based on 257,100 households (Biro Pusat Statistik,
Jakarta: Dec. 1977), and the National Labor Force Survey Sept-Dec. 1976
(SAKERNAS) based on 23,850 households each month (Biro Pusat Statistik,
Jakarta: May 1978).

While the sources provide reliable information for the examina-
tion of basic population trends on a national basis, they present problems
in establishing changes in labor force and employment. The 1961 and 1971
censuses use a different reference period for labor force data. In the
1961 census, a person was considered in the labor force if he classified
himself "working", "looking for work", or having worked for at least two
months during the six months prior to the census. In the 1971 census,
Series C, a person was considered in the employed labor force if he worked
al: least one hour in two out of the seven days preceding the interview,
and in the 1976 surveys, if he worked at least one hour during the week
before enumeration. Although the 1971 census series C and the 1976 sur-
veys use the same reference period of a week preceding the date of the
interview, the 1976 intercensal survey was gathered during a different
season from the 1971 census and the 1976 labor force survey. The 1971
census was taken during September, the slack season in Indonesian agricul-
ture while the intercensal was taken during March, the peak season. 1/
Thus, in order to deal with problems of seasonality, we have attempted to
estimate October 1976 labor force and employment by projecting March 1976
population and applying Sept-Dec. labor force and employment ratios from
the labor force survey, The 1971 census figures can then be compared with
1976 estimates of the same season. This is explained in detail below.

The 1971 employment data were further complicated by the publica-
tions of two different deries concerning those data. The first, Series C,
was based on a 10% sub-sample of the census sample, and the second, Series
E, was based on the full 3.8% sample of the total population. However,
the prime difference between the two is in the imputations of the employ-
ment data. The employed population according to Series E was 1.6 million
less than in Series C, while the unemployed population was 2.7 million
more, Since the 1976 data are comparable to the 1971 Series C data, this
series has been used in this report.

Only one adjustment was made to the original sources to account
for comparability of coverage. The figure on population, labor force,

1/ The reference period for employment in the 1961 census clearly covers
the peak season too.
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and employment were increased by the estimated figures of areas excluded
to cover all of Indonesia-these adjustments were made to obtain estimates
roughly consistent with respect to geographical coverage for working
purposes in this report, and should not be considered as revisions appro-
priate for use in other contexts.

Adjustments were made for total Indonesia, figures for Java/
Madura remain unchanged, Outside Java is the difference between total
Indonesia (adjusted) and Java/Madura (unadjusted). Adjustments for each
year were made to rural population, labor force, employment for total
Indonesia as follows:

1961 Population Census (Sept.)

Excluded Irian Jaya with an estimated population of 700,000.
Adjustments for the exclusion of Irian Jaya were made by increasing rural
area figures by the factor: 81,961 + 700 = 1.008540647.

81,961

Urban area figures remain unchanged. Total figures are the
sum of urban (unadjusted) and rural (adjusted).

1971 Population Census (Sept.)

Excluded rural Irian Jaya with an estimated population of 773,000.
Adjustments for the exclusion of rural Irian Jaya were made by increasing
rural area figures by the factor: j 5 + 773 = 1.007912380.

97,695

Urban area figures remain unchanged. Total figures are the sum
of urban (unadjusted) and rural (adjusted).

1976 Intercensal Population Survey (March)

Excluded rural Irian Jaya, Maluku, and East Nusa Tenggara. The
rural population in these areas in March 1976 was estimated to be 4,148,000
by applying to the 1971 population the same growth rate as between 1961-
1971. Adjustments for the exclusion of these areas were made by increasing
rural area figures by t:he factor: 102,763 + 4,148 = 1.040364723. 1/

102,763

Urban area figures remain unchanged. Total figures are the sum
of urban (unadjusted) and rural (adjusted).

1/ An error was made in the growth rate of Maluku between 1961-71. If
the correct growth rate of 3.3% had been used (instead of 2.5%), the
adjustment factor would be: 102,763 + 4,191 = 1,0407832

102,763
and the total March 1976 population would be 130,284 thousand rather
than 130,241. thousand. The 1976 figures on population, labor force,
employment and the resulting October 1976 estimates do not incor-
porate this minor correction.
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Population, Labor Force, Employment Estimates: October 1976

Population aged 10+ from the Sept-Dec. 1976 Labor Force Survey,
even after adjusting for comparability of coverage, was lower than the
March 1976 intercensal survey figure (90,874,000 in Sept-Dec. as com-
pared to 91,776,000 in March). For this reason, we have estimated October
1976 population based on March intercensal figures; and labor force and
employment using ratios from thie labor force survey as follows:

(a) Population figures for October 1976 were obtained by
.,applying growth rates observed between September 1971
and March 1976 to March 1976 intercensal figures, sepa-
rately for Java/Outside Java and urban/rural. Male
and female population for October 1976 were estimated by
applying March 1976 male/female ratios.

(b) Labor force figures for male and female in Java/Outside
Java, urban/rural for October 1976 were calculated by
applying appropriate overall labor force participation
ratios from Sept-Dec. 1976 SAKERNAS tables. Totals are
the sum of various categories.

(c) October 1976 employment for Java/Outside Java, urban/rural
were obtained by applying appropriate employment rates
from Sept-Dec. 1976 SAKERNAS. In addition, sectoral
employment was calculated using the percentage distribu-
tion from SAKERNAS.

Alternative Labor Force, Employment Estimates for September 1971

The range in labor force and employment figures provided in
the text reflects the observatipn that labor zorce participation rates
reported in the September 1971 census are substantially lower than those
reported for September 1961 (census) and Sept-Dec. 1976 (SAKERNAS). To
provide alternative estimates for 1971 figures, rough calculations for
labor force and employment have been made assuming that changes in the
labor force participation rates observed between September '.961 (Census)
and Sept-Dec. 1976 (SAKERNAS) occurred in a smooth fashion and that
September 1971 figures could be approximiated by a linear interpolation.
For example, if male labor force participation rate in urban Java changed
from 71.4% in 1961 to 62.5% in 1976, a decline was about .59 percentage
points per year-the alternative 1971 labor force participation rate is
calculated to be 71.4 - (.59xl0) or 65.5%. The following table shows
the overall labor force participation rates for males and females in Java/
Outside Java and urban/rural areas obtained in the above manner.
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EstimatedeLaborbForcet articipation Rates, September 1971

(Percent)

Urban Rural
Java

Male 65.46 79.33
Female 26.91 36.92

Outside Java

Male 65.91 76.25
Female 19.86 35.44

11 Labor force participation rates have been estimated separately for
male/female, Java/Outside Java, and urban/rural by a linear inter-
polation of participation rates observed between September 1961
(Census) a-ad Sept-Dec. 1976 (SAKERNAS).

Source: Appendix table A-5.

The above overall participation rates were applied to male-
female population aged 10+ (from 1971 populetion census) in urban/rural,
Java/Outside Java to obtain the alternative labor force estimates.
Appropriate employment ratios (from 1971 population cernsus) were then
applied to total labor force in urban/rural, Java/Outside Java to get
total employment. Sectoral employment was calculated using the percent
distribution of the employed by industry from the September 1971 census.



Appendix Table A-1

INDONESIA: TOTAL POJPUIATION BY AGE AND SKI, SEPT. 1961

Urban Rural TotalAge Male Female Total Male Female Total Male Female Total

0 - 4 1,203,185 - 1,;75,996 2,379,181 7,320,759 7,467,603 14,788,362 8,523,944 8,643,599 17,167,543

5 - 9 1,007,993 990,127 1,998,120 6,732,554 6,706,084 13,438,638 7,740,547 7,696,211 15,435,758

10 - 14 700,002 684,037 1,384,039 3,649,446 3,203,964 6,853,410 4,349,448 3,888,001 8,237,449

15 - 19 735,948 710,266 1,446,214 3,124,629 3,190,813 6,315,642 3,860,577 3,901,079 7,761,655

20 - 24 714,332 731,279 1,445,611 2,761,414 3,638,133 6,399,547 3,475,746 4,369,412 7,845,153

25 - 34 1,148,568 1,242,836 2,391,404 6,237,873 7,361,606 13,599,479 7,386,441 8,604,442 15,990,833

35 - 44 830,464 763,302 1,593,766 4,931,151 4,639,319 9,570,470 5,761,615 5,402,621 11,164,236

45 - 54 455,036 444,143 899,179 3,130,481 3,065,139 6,195,620 3,585,517 3,509,282 7,094,799

55 - 64 239,693 247,475 487,168 1,671,976 1,616,611 3,288,587 1,911,669 1,864,086 3,775,755.

65 - 74 94,007 1i5,840 209,847 707,716 719,278 1,426,994 801,723 835,118 1,636,841

75+ 42,249 60,362 102,611 338,363 349,204 687,567 380,612 409,566 790,178

Unknownl 11,132 10,100 21,232 49,166 47,168 96,334 60,298 57,268 117,566

Total 7,182,609 7,175,763 14,358,372 40,655,528 42,004,922 82,660,450 47,838,137 49,180,685 97,018,822

Source: 1961 Population Census Series, SP II, Tables 2.2 and 2.4 (Vural/total figures adjusted for geographical coverage, see Appendix p. 2).

o P0
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Appendix Table A-2

INDONESIA: TOTAL POPUIATION BY AGE AND SEX, SEPT. 1971

Urban Rural Total

Age Male Female Total Male Female Total Male Female Total

0 - 4 1,644,471 1,582,016 3,226,487 8,071,918 7,988,942 16,060,860 9,716,389 9,570,958 19,287,347

5 - 9 1,492,911 1,428,479 2,921,390 8,148,482 7,928,492 16,076,974 9,641,393 9,356,971 18,998,364

10 - 14 1,290,477 1,278,558 2,569,035 6,083,581 5,667,520 11,751,101 7,374,058 6,946,078 14,320,136

15- 19 1,217,520 1,200,110 2,417,630 4,460,467 4,584,253 9,044,720 5,677,987 5,784,363 11,462,350

20 - 24 852,649 924,752 1,777,401 2,724,516 3,508,300 6,232.816 3,577,165 4,433,052 8,010,217

25 - 29 793,236 832,752 1,625,988 3,265,602 4,209,506 7,475,108 4,058,838 5,042,258 9.101,096

30 - 34 695,445 696,279 1,391,724 2,992,299 3,561,674 6,553,973 3,687,744 4,257,953 7,945,697

35 - 39 633,266 672,782 1,306,048 3,412,847 3,415,156 6,828,003 4,046,113 4,087,938 8,134,051 1

40 - 44 513,637 489,0'' 1,002,687 2,509,596 2,556,838 5,066,434 3,023,233 3,045,888 6,069,121 I-

45 - 49 396,602 358,998 755,600 2,017,949 1,904,370 3,922,319 2,414,551 2,263,368 4,677,919

50 - 54 309,010 315,290 624,300 1,591,087 1,644,589 3,235,676 1,900,097 1,959,879 3,859,976

55 - 59 189,994 182,043 372,037 890,916 886,232 1,777,148 1,080,910 1,068,275 2,149,185

60 - 64 142,436 168,663 311,099 898,663 1,028,294 1,926,957 1,041,099 1,196,957 2,238,056

65 - 69 84,338 95,870 180,208 454,032 493,735 947,767 538,370 589,605 1,127,975

70- 74 68,835 76,338 145,173 425,927 497,324 923,251 494,762 573,662 1,068,424

75+ 54,237 76,363 130,600 327,218 317,245 644,463 381,455 393,608 775,063

Not stated 3,975 3,890 7,865 - - - 3,975 3,890 7,865

Total 10,383,039 10,382,233 20,765,272 48,275,100 50,192,470 98,467,570 58,658,139 60,574,703 119,232,842

se
Source: 1971 Population Census Series C, Table 2 (rural/total figures adjusted for geographical coverage, sea Appendix>. 2).

0 x



Appendix Table A-3

INDONESIA: TOTAL POPUIATION BY AGE AND SEX, MARC1 1976

Urbsa Rural Total
Male Female Total Male Female Total Male Female Total

0 - 4 1,752,168 1,653,257 3,405,425 8,186,398 7,965,137 16,151,535 9,938,566 9,618,394 19,556,960

5 - 9 1,578,336 1,547,929 3,126,265 8,043,094 7,738,880 15,781,974 9,621,430 9,286,809 18,908,239

10 - 14 1,486,136 1,505,624 2,901,760 X,885,012 6,501,221 13,386,233 8,371,148 8,006,845 16,377,993

15 - 19 1,417,009 1,517,540 -,934,549 5,384,307 5,639,067 11,023,374 6,801,316 7,156,607 13,957,923

20 - 24 1,136,325 1,130,792 2,267,117 3,781,459 4,140,821 7,922,280 4,917,784 5,271,613 10,189,397

25 - 29 794,004 820,199 1,614,203 3,182,484 3,754,435 6,936,919 3,976,488 4,574,634 8,551,122

30 - 34 716,163 732,244 1,448.407 3,047,965 3,446,000 6,493,965 3,764,128 4,178,244 7,942,372

35 - 39 692,395 691,505 1,383,900 3,321,265 3,622,754 6,944,019 4,013,660 4,314,259 8,327,919

40 - 44 519,588 553,241 1,072,829 2,734,852 2,764,187 5,499,039 3,254,440 3,317,428 6,571,868

45 - 49 470,889 471,901 942,790 2,501,376 2,329,740 4,831,116 2,972,265 2,801,641 5,773,906

50 - 54 344,997 354,889 '99,886 1,805,659 1,911,439 3,717,098 2,150,656 2,266,328 4,416,984

55 - 59 266,318 252,802 519,120 1,369,430 1,391,540 2,760,970 1,635,748 1,644,342 3,280,090

6 - 64 168,094 193,431 361,525 1,061,920 1,169,690 2,231,610 1,230,014 1,363,121 2,593,135

65 - 69 104,855 126,364 231,219 595,252 696,079 1,291,331 700,107 822,443 1,522,550

70 - 74 68,158 91,676 159,834 463,159 540,446 1,003,605 531,317 632,122 1,163,439

75i 69,329 91,155 160,484 428,743 473,597 902,340 498,072 564,752 1,062,824

Not stated 5,713 4,838 10,551 23,618 10,302 33,920 29,331 15,140 64,471

Total 11,590,477 11,739,387 23,329,864 52,815,993 54,095,335 106,911,328 64,406.470 65,834,722 130,241,192

Source: 1976 Intercensal Population Survey. Namaber 2 Table 01 (rural/total figures adjusted for geographical coverage, see Appendix p. 2).

ce



Appendix Table A-4

INDONESIA: LAROR FORCE STATISTICS
(in thousands)

Sept. 1961 Sept. 1971 Sept. 1971 March 1976 Oct. 1976
Malc Female Total Malc Female Total Total Male Female Total Hale Female Total

Urban

Total population 7,183 7,176 14,358 10,383 10,382 20,765 11,590 11,739 23,330 11,777 11,925 23.702
Populaton aged 10+ 4,971 5,010 9,981 7,246 7,372 14,617 8,260 8,538 16,798 8,392 8,672 17,064
Population ai'& LS+ 4,271 4,326 8,597 5,955 6,093 12,048 6,774 7,033 13,806
Employnent 3,248 1,050 4,298 4,217 1,580 5,796 6,256 5,093 2,125 7,218 4,937 2,063 7,000
Unemploy-ment 260 141 401 220 75 295 318 290 134 424 364 111 475
Labor Force 3,509 1,191 4,699 4,436 1,655 6,091 6,574 5,383 2,258 7,642 5,301 2,174 7,475

Riral

Total population 40,656 42,004 82,660 48,275 50,192 98,468 52,816 54,095 106,911 53,401 54,694 108,095

Population aged 10+ 26,602 27,831 54,433 32,055 34,275 66,330 36,587 38,391 74,978 36,992 38,815 75,807
Population aged 155+ 22,953 24,627 47,5S0 25,971 28,608 54,579 29,701 31,890 61,592
Employment 20,733 7,920 28,653 22,141 11,537 33,678 36,888 28,819 19,272 48,091 27,702 15.140 42,842
Ur.employment 951 530 1,481 432 168 600 657 359 289 648 533 164 697

Labor force 21,684 8,450 30,134 22,573 11,705 34,278 37,545 29,178 19,561 48,739 28,235 15,304 43,539

Total

Total population 47,839 49,180 97,019 58,658 60,575 119,233 64,406 65,835 130,241 65,178 .66,619 131,797 > 41-

Population aged 10+ 31,573 32,841 64,414 39,300 41,647 80,947 44,846 46,930 91,776 45,383 47,487 92,870 u |

Population aged 15+ 27,224 28,953 56,177 31,926 34,701 66,627 36,475 38,923 75,398 j=
E.-1loynnt 23,981 8,970 32,951 26,358 13,117 39,474 43,144 33,912 21,397 55,309 32,639 17,203 49,842
Une.plo.yanC 1,211 671 1,882 652 243 895 975 649 423 1,072 898 274 1,172
Labor force 25,193 9,641 34,834 27,009 13,360 40,369 44,119 34,561 21,820 56,381 33,537 17,477 51,014

/I Loer labor force e.timates are derived directly from the 1971 Population Census. Higher labor force figures have been estimated by applying labor force participation rates
obtained from a linear interpolation of those observed in Sept. 1961 (census) and Sept.-Dec. 1976 (SAKERNAS), see Appendix p. 3.

/2 Estimated by projecting Mlarch 1976 population ard applying labor force and employment ratios from the September-December 1976 labor force survey. See Appendix P. 3-

Znurces: l l Pzpulat`on Census, SPII, Tables 2.2, 2.3, 2. 4 , 2.5, 4.2, 4.3, 4.4, 4,5.
1971 PDpulation Census, Series C, Tables 2, 2.1, 6, 6.1.
1Yf6 Intercensal population survey, No.2, Tables 1 and 24 (data for Java/Outside Java provided by BPS).
October 1976 estimated. See Appendix p. 3.
(Rural/total figures for Indonesia adjusted for geographical coverage, see Appendix p.l2; urban figures remain unchanged.)



Appendix Table A-5

INDONESIA: LABOR FORCE OF JAVA, OUTSIDE JAVA

(in thousands)

Sept. 1961 Sept. 1971 Sept. 1971 /1 March 1976 oct. 197,6.le Female Total Male Female Total Total Male Fe1male To tal Male le 'ale Total

+'-c;a~tion 4,863 4,944 9,807 6,764 6,964 13,728 7,343 7,549 14,892 7,424 7.631 15,05577ua.-r.a~;el 20O+ 3,399 3,503 6,902 4,749 5,031 9,760 5,284 5,560 lo,844 5,342 5,621 10,063e,_e-, 15+- 2, 9~ 3,055 5,996 3,921 4,194 8,115
2,251 847 3,098 2,781 1,202 3,983 4,246 3,220 1,455 4,675 3,1215 1,440 4,555174 107 282 153 51 204 217 277 223 62 2-2,425 955 3,380 2,934 1,253 4,187 4,463 4,952 3,333 1,502 4.340

"~1a.Dl25,933,P 27,248 53,12,6 30,407 31,967 62,375 33,038 34,172 67,211 33,371 34.515 6 .3S6e~11+ 17,093 -8,270 35,363 20,418 22,116 42,534 23,242 2,8 789 2,7 484 4.0e.~ed 15+ i4,-Is2' 16,314 31,134 16,532 18,540 35,122
133,324. 5,033 18,358 14,229 7,546 21,775 23,924 18,531 13,096 31,627 17,075 10. 023 27.90I 6t"5? 337 989 278 122 400 439 363 295 0~6 3 "I13,976 5,3371 19,347 14,507 7,668 22, 175 24,363 31u. 996 18,2o0 10,119) 2 , 3'>-

-- ':: n-p17P.2ti0.i1 30, 301 32,192 62,993' 37,172 38,931 76,102 40,381 41,722 82,103 40.-03 42,148 F2.o .2-- n a; e~ :,I ,- 23),451 21,773 42,264 25,167 2-7,147 52,314 28,526 30,147 58,673 28,617 30,455 59,2-2++_ ed 15+ 17,761~, 19,370 337,130 20,503 22,734 43,237
4II e. 15,575 5,881 21,456 17,010 8,747 25,757 28,170 21,751 14,551 36,302 21,090 11.462 32.552e3.- 26 445 1,271 431 174 605 656 393 253 646 508 159 6c'71_rc 6,401 6,325 22,727 17,441 8,921 26,362 28,826 22,144 14,804 36,949 21,593 11,621 33,219

Ia t ion 2,32') 2,232 4,551' 3,619 3,418 7,037 4,247 4,190 8,438 4,353 4,293 3,648a;_-e! 30+ 1.,572 1,507 3,079 2,497 2341 4,837 296 ,78 5,954 3,49 ,5 6,1Ic15~ei 57' 1,333 1,271 2,601 2,034 1,899 3,933
203 1,200 1,436 378 1,813 2,010 1,874 669 2,543 1,922 o23 .2445+ 66 1 96 24 *31 101 147 141 48131i,034 236 1,319 1,502 402 1,90)4 2,111 2,690 1,963 671 2.634

:,in14,718 14,756 29,474 17,868 18,225 36, 093 19,778 19,923 39,700 20,031 2J, 179 40,2:0a3ie'i 10+ 9,5'06 9,561 19,070 11,637 12,159 23,79)6 13,345 13,804 27,149 13,517 13.931 27,40-3w'r+'_f_,n 1 25. 8,33 8,313 2.6,446 9,309 Lo,0o68 19,457
:n'v .t7,409- 2,837 10,295 7,912 3,991 11,903 12,964 10,288 6,176 16,464 9,727 5,117 14.844299 193 432 154 46 200 218 250 249 67 31'o7,708 3,079 10,787 8,066 4,,037 12,103 13,182 16,743 9,976 5.134 15,160

-n-'aticn 17,03~ 16,93'. 34,026 2.1,4816 21,644 43~130 24,025 24,113 8, 138 24,334 24.472 48,:-3 '~11,032 u,o6~8 22,150 14,133 14,500 28,633 16,320 16,783 33,103 16,566 17.033 33,5-9 ? Ia+e6 15+ 9,463 9,583 19,047 11,423 11,967 23,390O
L y.e. ,406 3,089 1.1,495 9,348 4,370 13, 717 14,974 1262 685 907 1149 570 IUn-;~yet385 226 611 221 69 290 319 255 171 426 390 116 506L:.ab;r i~rce '3,792 3,316 12,107 9,568 4,439 14,007 15,293 12,417 7,0.16 19,432 11,939 5,356 17,795

/1 1.ver labor f-.rce estimates are derived directly from the 1971 Population Census. Higher labor force figures have been estimated by applying labor force participation rates*b,bair.ed fr-xs a li.-ear i.terpolation of those observed in Sept. 1961 (census) and Sept. -Dec. 1976 (SAKERNAS), see Appendix p. 3.
12 EstinaLted by projecting, 1'arch 1976 Population and applying labor force and employmnent ratioe from the September-December 1976 labor force survey. See Appendix p. 3.

Szources: 1961 PopJ;-ation. Census, SPII, Tables 2.2, 2.3, 2.4, 2.5, 4.2, 4.3, 4.4, 4.5.
1971 7bp-iLlation Census Series C, Tables 2, 2.1, 6, 6.1.
1976 intercensal population survey No.2, Tables 1 and 24 (data for Java/Outside Java provided by BPS),',ctooer 1976 estimated. See Appendix p. 3.

(Rural/total figures for Indonesia adjusted for geographical coverage, see Appendix p. 2; urban figures remain unchanged.)



Ap!diTbleA-6

INDONESIA: IABOR FORCE PARTICIPATION RATES BY AGE AND SEX, SEFTENBER 1961
(Percent)

Urban Rural Total
Age Male Female Total Male Female Total Hale FYmale Total

IndoneaLa

10 - 14 7.61 6.76 7.19 25.54 17.50 21.78 22.65 15.61 19.33

15 - 19 45.84 24.13 35.18 71.61 32.04 51.62 66.71 30.60 48.56

20 - 24 79.41 25.25 52.02 89.18 27.04 54.31 87.17 27.40 53.88

25 - 44 94.39 27.00 60.47 95.64 29.99 61.64 95.45 29.56 6i.47

45 - 54 93.33 33,15 63.60 95.96 40.73 68.64 95.63 39.77 68.00

55 - 64 74.85 26.91 50.50 91.71 41.00 66.78 89.60 39.13 64.68

65+ 53.24 16.81 32.69 75.34 29.62 52.23 72.79 27.80 49.72

Total* i70.58 23.77 47.08 81.51 30.36 5;.36 79.79 29.36 54.08

Java

10 - 14 6.82 7.79 7.30 25.36 17.15 21.56 22.25 15.40 19.05

15 - 19 47.10 27.37 37.30 70.12 29.83 49.98 65.50 29.34 47.45

20 - 24 78.77 28.37 53.19 87.11 24.62 50.91 85.24 25.29 51.36

25 - 44 94.76 31.15 62.41 95.55 28.45 60.33 95.42 28.85 60.65

45 - 54 93.20 37.45 64.94 96.14 41.02 68.37 95.75 40.55 67.92 P

55 - 64 73.19 29.43 59.45 92.62 43.03 67.69 90.07 41.14 65.36 CJ

65+ .44 17.83 31.90 78.81 32.12 54.65 75.31 29.84 51.36

Total* 71.35 27.26 48.97 81.77 29.40 54.71 80.04 29.05 53.77

Outside Java

10 - 14 9.09 4.01 6.98 25.83 18.05 22.13 23.32 15.94 19.79

15 - 19 43.40 17.46 30.94 74.07 35.44 54.22 68.73 32.64 50.38

20 - 24 80.85 18.08 49.35 92.52 33.70 60.17 90.51 31.41 58.46

25 - 44 93.53 16.61 55.77 95.83 33.24 64.28 95.52 31.10 63.16

45 - 54 93.63 21.86 60.41 95.61 40.10 69.20 95.37 38.02 68.18

55 - 64 78.54 20.33 50.60 89.97 36.57 64.94 88.67 34.64 63.27

65+ 56.70 14.35 34.42 70.44 25.64 48.62 69.11 24.38 47.14

Total* 68.90 15.65 42.85 81.05 32.21 56.56 79.33 29.96 54.66

*Totals include uoknkuma. m X

Source: 1961 Population Census SorLes SPII, Tables 2.1-2.5, and 4.1-4.5.
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Appendix Table A-7

INDONESIA: LABOR FORCE PARTICIPATION RATE BY AGE AND SEX, SEPrEKBER 1971
(Percent)

Urban Rural Total
Age Male Female Total Male Female Total Male Female Total

Indonesia

10 - 14 8.55 7.71 8.13 20.35 15.94 18.23 18.29 14.43 16.42

15 - 19 32.92 17.44 25.23 53.35 31.59 42.32 48.97 28.65 38.72

20 - 24 67.02 23.57 44.42 79.47 34.03 53.90 76.50 31.85 t1.79

25 - 44 94.77 28.99 60.41 92.27 40.02 64.57 92.31 38.21 e3.86

45 - 54 86.46 31.99 59.84 90.77 45.48 68.32 90.06 43.33 66.95

55 - 64 65.49 27.11 45.78 84.02 37.92 60.19 81.11 36.25 57.95

t5+ 40.95 14.50 26.53 63.91 24.40 43.37 60.55 22.b2 40.78

Total 61.23 22.45 41.67 70.42 34.15 51.68 68.73 32.08 49.67

Java

10 - 14 7.78 7.95 7.87 21.30 16.15 18.82 18.90 14.60 16.81

15- 19 33.03 20.30 26.58 53.43 31.48 42.51 48.95 28.98 38.90

20 - 24 68.00 25.82 45.70 77.19 33.09 52.09 74.86 31.46 50.56

25 - 44 93.37 31.75 61.52 92.35 40.36 64.56 92.53 38.90 64.03 }-

45 - 54 86.10 35.13 60.64 91.71 46.63 69.18 90.77 44.71 67.75 1

55 - 64 62.74 29.36 45.11 84.52 38.89 60.46 80.95 37.32 57.94

65+ 39.60 16.15 26.50 65.74 26.06 44.66 61.53 24.31 41.59

Total * 61.78 24.90 42.81 71.05 34.67 52.14 69.30 32.86 50.39

Outside Java

10 - 14 9.92 7.26 8.62 18.74 15.59 17.22 17.23 14.14 15.74

15 - 19 32.71 11.68 22.5S 53.21 31.76 42.17 49.01 28.11 38.41

20 - 24 65.18 18.88 41.86 82.96 35.58 56.76 79.14 32.52 53.82

25 - 44 97.49 22.82 58.12 92.13 39.34 64.59 91.90 36.82 63.54

45 - 54 87.20 245.35 58.04 88.96 43.16 66.62 88.69 40.47 65.34

55 - 64 71.28 21.34 47.36 83.12 35.95 59.68 81.43 33.98 57.97

65+ 43.65 10.56 26.60 61.21 21.65 41.33 59.03 20.21 39.46

Total* 60.18 17.17 39.36 69.32 33.20 50.86 67.70 30.61 48.9^ oo l

aTotals include unknowna. a

Source: 1971 Population Census. Series C. Tables 2, 2.1. 6 and 6.1.



Appendix Table A-8

INDONESIA: LABOR FORCE PARTICIPATION RATE BY AGE AND SEX, MARCH AND SEPT-DEC 1976
(Percent)

Age Urban Rural Total
in Years Male Female Total Male Female Total Male Female Total

March 1976

10 - 14 7.86 7.49 7.67 30.06 23.97 27.10 26.12 20.87 23.55

15 - 19 40.26 24.37 32.04 73.36 51.09 61.97 66.4.: 45.42 55,68

23 - 24 77.84 30.24 54.10 91.43 53.47 71.59 88.29 48.49 67.70

25 - 44 96.44 33.37 64.47 98.61 59.73 78.19 98.22 55.23 75.78

45 - 54 92.35 38.39 65.19 97.87 66.24 82.17 96.99 61.70 79.44

55 - 64 72.89 30.47 51.40 93.43 54.76 73.59 90.31 51.16 70.26

65+ 47.23 15.20 29.27 73.24 33.85 52.17 69.60 30.99 48.80

Total* 65.17 26.45 45.49 79.75 50.95 65.01 77.07 46.50 61.43

September-Dccember 1976

10 - 14 4.79 4.93 4.86 19.50 12.45) 16.18 16.72 10.89 13.93

00
15 - 19 34.62 22.59 23.46 65.23 37.59 51.63 58.79 34.24 46.60

20 - 24 75.19 28.76 51.11 91.01 40.02 62.87 87.14 37.51 60.14

25 - 44 96.56 32.26 63.42 99.02 48.61 71.75 98.56 45.75 70.43

45 - 54 89.67 36.92 64.00 96.55 53.33 76.03 95.42 50.53 74.00

55 - 64 67.88 29.37 48.78 68.58 42.33 65.39 O5.26 40.26 62.71

65+ 41.15 12.23 25.84 64.36 21.47 41.79 60.89 20.04 39.37 -

Total* 63.17 25.06 43.77 76.30 39.53 57.52 73.79 36.78 54.89 0

* Total includes unknowns. '4

Sources: March 1976 - Intercensal Population Survey 1976. No. 2. Tables I and 24.
Sept-Dec 1976 - Labor Force Survey Sept-Dec 1976, Tables 1.1-1.9.



Appendix Tsble A-9

INDONESIA: EMPLOYED PERSONS 10 YEARS PLUS BY INDUSTRY, SEPT. 1961

Urban Rural Total
Male Female Total Hale Female Total Hale Female Total

Agriculture, Forestry
and Fishing 409,751 92,593 502,344 17,106,927 6,103,479 23,210,406 17,516,678 6,196,072 23,712,750

Mining and Quarrying 20,018 1,203 21,221 57,427 9,311 66,738 77,445 10,514 87,959

Manufacturing 500,525 183,716 684,241 663,857 518,063 1,181,920 1,164,382 701,779 1,866,161

Construction 246,907 7,327 254,234 316,356 14,250 330,606 563,263 21,577 584,840

Electricity, Water, Gas 33,793 1,862 35,655 14,433 770 15,203 48,226 2,632 50,858

Trade, Banking and Insurance 679,541 200,048 879,589 838,122 487,492 1,325,614 1,517,663 687,540 2,205,203

Transporc, Storage and
Commsunication 405,054 12,680 417,734 264,061 12,002 276,063 669,115 24,682 693.797

Servicea 893,108 528,947 1,422,055 1,155,206 532,268 1,687,474 2,048,314 1,061,215 3,109,529 1I-

Others and Unknowns 59,542 21,245 80,787 316,636 242,739 559,315 376,178 263,984 640,162

Total 3,248,239 1,049,621 4,297,860 20,733,025 7,920,374 28,653,399 23,981,264 8,969,995 32,951,259

Source: 1961 Population Census, Tables 8, 8.1, 8.2 (rural/total figures adjusted for geographical coverage, see Appendix p. 2).
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Appendix Table A-10

INDONESIA: EMPLOYED PERSONS 10 YEARS PLUS BY INDUSTRY, SEPT. 1971

Urban Rural Total
Male Female Total Male Female Total Male Female Total

Agriculture, Hunting, Forestry
and Fishing 473,944 125,900 599,844 16,531,843 7,831,804 24,363,647 17,005,787 7,957,704 24,963,491

Mining and Quarrying 41,209 2,916 44,125 43,459 2,997 46,456 84,668 5,913 90,581

Manufacturing 461,202 200,271 661,473 1,062,567 1,225,574 2,288,141 1,523,769 1,425,845 2,949,614

Electricity, Gas and Water 25,493 1,216 26,709 10,863 505 11,368 36,356 1,721 38,077

Construction 284,205 5,050 289,255 446,637 4,660 451,297 730,842 9,710 740,552

Finarncing, Insurance, Real
Estate and Business Services 70,979 14,644 85,623 8,341 1,498 9,839 79,320 16,142 95,462

Trade, Restaurants and Hotels 934,409 518,715 1,453,124 1,407,399 1,273,853 2,681,252 2,341,808 1,792,568 4,134,376

Transport, Storage and Couni-
cation 501,986 12,001 513,987 399,527 5,647 405,174 901,513 17,648 919,161 1-

Commaunity, Social and
Personal Services 1,287,906 568,204 1,P.56,110 1,587,429 496,132 2,083,561 2,875,335 1,064,336 3,939,671 1

Activities not Adequately
Defined 135,176 131,050 266,226 642,906 694,375 1,337,281 778,082 825,425 1,603,507

Total 4,216,509 1,579,967 5,796,476 22,140,971 11,537,045 33,678,016 26,357,480 13,117,012 39,474,492 a
a 3P

Source: 1971 Population Census. Series C. Table 7 (rural/total figures adjusted for geographical coverage, see Appendix p. 2). o



AweadLx Table A- 11

jAVA: WWU PERSOIK 10 TUS PLUS BY IN2USTU, SE181!R 1971

Urban laral Total
male Fiale Total male Fiale Total male Frenal rotal

Agriculture, hunting, forestry
and fisllog 185,195 56,063 241,258 10,139,313 4,725,740 14,865,058 10,324,513 -4,781,803 15,106,316

Mining and quarrying 6,341 518 6,859 24,745 0 24,745 31,086 518 31,604

Manufacturing 360,741 164,646 505,387 860,756 919,707 1,780,463 1,201,497 1,084,353 2,285,850
glectricity, gas and water 18,230 1,216 19,446 6,843 0 6,843 25,073 1,216 26,289
Construction 204,067 4,155 208,222 299,625 3,542 303,1o7 503,692 7,697 511,389
Trade, restaurants and hotels 633,277 409,825 1,043,102 1,122,618 1,111,175 2,233,793 1,755,895 1,521,000 3,276,895
Transport, stora_e and

communication 354,946 9,435 364,381 269,933 4,895 274,828 624,879 14,330 639,209

Financing, insurance, real
estate and businesa services 54,943 11,160 66,103 4,648 1,486 6,134 59,591 12,646 72.23?

Community, social and personal
servircs 898,479 462,957 1,361,436 1,086,057 364,508 1,450,645 1,984,536 827,545 2,812,081 'i>

Activities not adequately defined 84,701 81,632 166,333 414,549 414,669 829,218 499,250 496,301 995,551

0 -
Total 2,780,920 1,201,607 3,982,527 14,229,092 7,545,802 21,774,894 17,010,012 8,747,409 25,757,421

Source: 1971 Population Census. Serie C, Table 7.1. 
S



Appendix Table A-12

INDONESIA, JAVA, OUTSIDE JAVA: AN AILTERNATIVE ESTIMATE OF EMPLOYED PERSONS 10 YEARS PLUS BY
INDUSTRY l SEPTEMBER 1971

Java Outside Java Indonesia
Urban Rural Total Urban Rural Total Urban Rural Total

Agriculture, forestry, fishing 268 16,979 17,247 420 10,807 11,227 688 27,786 28,474

Mining and Quarrying 8 29 37 44 25 69 52 54 106

Manufacturing 562 2,034 2,596 183 578 761 745 2,612 3,357

Electricity, gas and water 22 7 29 8 5 13 30 12 42

Construction 232 347 579 95 169 264 327 516 843

Financing, Insurance, Real Estate & Business Services 74 7 81 23 4 27 97 11 108

Trade, restaurants and hotels 1,160 2,550 3,710 481 509 990 1,641 3,059 4,700

Transport, ztorage and communication -405 313 718 176 148 324 581 461 1,042 0|

Community, social and personal services 1,515 1,658 3,173 580 719 1,299 2,095 2,377 4,472
01

Total* 4,246 23,924 28,170 2,010 12,964 14,974 6,256 36,888 43,144 m

A Estimated on the basis of applying 1971 census employment ratios on labor force figures obtAined from a linear interpolation X

of those observed in September 1961 (census) and September-December 1976 (sAXERNAS). Sectoral employment is obtained by x

applying the percent distribution from the 1971 census to total employment separately for urban-rural, Java - outside Java.

See Appendix p. 3).

* Enployed persons whose sector of employment is unknown have been allocated in proportion to the distribution of other

employed workers.

Sources: Appendix Tables A-5, A-10, A-ll.



Aivpndix Table A-13

IxDOnWESxA: DIPLOTED PERSONS 10 TEARS P2S BY INDUSTU, HAL 1976

Urban Rural Total
Male Female Total Male Female Total Male Female Total

Agriculture 639,134 275,685 914,819 21,552,730 14,176,475 35,729,205 22,191,864 14,452,160 36,644,024

Mining 19,616 1,926 21,542 21,565 1,729 23,294 41,181 3,655 44,836

Manufacturing 451,988 232,967 684,955 1,488,501 1,502,663 2,991,164 1,940,489 1,735,630 3,676,119

Electricity 23,202 758 23,960 9,828 819 10,647 33,030 1,577 34,607

Construction 449,634 9,597 459,231 642,299 22,163 664,462 1,091,933 31,760 1,123,693

Financing 52,852 9,565 62,417 11,511 819 12,330 64,363 10,384 74,747

Trade 1,137,550 748,484 1,886,034 2,191,592 2,351,823 4,543,415 3,329,142 3,100,307 6,429,449

Transport, Storage 556,360 11,219 567,579 559,055 7,193 566,248 1,115,415 8,412 1,133,827

Services 1,619,556 767,436 2,386,992 1,991,871 889,922 2,886,793 3,611,427 1,657,358 5,268,785

Others 143,133 67,020 210,153 350,601 318,726 669,327 493,734 335,746 879,460

Total 5,093,025 2,124,657 7,217,682 28,819,553 19,272,332 48,091,885 33,912,578 21,396,989 55,309,567

Source: 1976 Interceneal Poaulaton Sumv. mber 2, Table 9 (rural/total figures adjustad for geographical coverage, see Appendix P. 2). |
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Appendix Table A-14

INDONESIA, JAVA, OUTSIDE JAVA: ESTIMATED EMPLOYMENiT OF PERSONS 10 YEARS PLUS
BY INDUSTRY / OCTOBER 1976

(000's)

Java Outside Java Indonesia
Urban Rural Total Urban Rural Total Urban Rural Total

Agriculture, forestry, fishing 200 18,815 19,015 549 11,250 11,799 749 30,065 30,814

Mining and Quarrying 9 73 82 14 24 38 23 97 120

Manufacturing 681 2,341 3,022 207 950 1,157 888 3,291 4,179

Electricity, gas and water 15 6 21 6 1 7 21 7 28

Construction 242 400 642 87 120 207 329 520 849

Financing, Insurance, Real Estate & Business Services 51 17 68 14 15 29 65 32 97 1

Trade, restaurants and hotels 1,362 3,797 5,159 685 1,312 1,997 2,047 5,109 7,156

Transport, storage and communication 421 510 931 183 223 406 604 733 1,337

Community, social and personal services 1,574 2,038 3,612 700 949 1,649 2,274 2,987 5,261

Total* 4,555 27,997 32,552 2,445 14,844 17,289 7,000 42,841 49,841 >

ow qLi Estimated by projecting March 1976 population and applying labor f'orce and employment ratios from the September-December 1976 x
labor force survey. Sectoral employment is obtained by applying the percent distribution from the labor force survey to total 0
employment for urban-rural, Java-Outside Java, see Appendix p. 3.

* Employed persons whose sector of employment is unknown have been allocated in proportion to the distribution of other employed r
workers. X

Sa
Source: Appendix Tables A-4+, A-5; Labor Force Survey, September-December 1976, No2. Tables 14.1-14.9.
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Appendix Table A-15

CUT-OFF LEVEL OF CONSUMPTION EXPENDITURE PER CAPITA FOR .970 IN QURZYT PRICES

Java Outside Java
Urban Rural Tjrba Rural

1976 Cut-off

Ro 1,500

9 Essential Commodities 550 528 601 615
Cost of Living 550 603
Food 492 493 566

Rp 2,000

9 Essential Commodities 733 704 801 820
Cost of Living 733 804
Food 656 657 755

Rp 2,500

9 Essential Commodities 917 881 1,002 1,025
Cost of Living 916 1,005
Food 820 821 944

Rp 3,000

9 Essential Commodities 1,100 1,057 1,202 1,230
Cost of Living 1,099 1,206
Food 984 986 L,133

Source: Calculated using price deflators given in Table 4.1.



- 126 - APPENDIX
Page 20 of 26 Pages

Appendix Table A-16

DISTRIBUTION OF THE POPULATION BY PER CAPITA MONTHF" CONSUMPTION
EXPENDITURE CLASS, INDONESIA, JANUARY-APRIL 1970

(%)

Per Capita Monthly Consumption Java Outside Java/'
Expenditure (Rp.) Urban Rural Urban Rural

up to 300 .27 2.64 ,16 .87

301 - 500 3.46 12.11 1.33 4.67

501 - 750 11.65 24.74 4.94 9.47

751 - 1,000 14.23 21.51 8.80 12.77

1,001 - 1,250 14.09 14.04 11.10 14.09

1,251 1,500 12.20 8.85 12.64 12.82

1,501 - 2,000 17.92 9.12 22.48 18.01

2,001 - 2,500 8.98 3.71 12.20 11.19

2,501 - 3,000 6.63 1.50 10.27 5.46

3,001 or more 10.57 1.77 16.09 10.65

Source: Survey Sosial Ekonomi Nasional, Tahap Ke-Empat (October 1969-
April 1970), Pengeluaran Untuk Konsumsi Penduduk, Biro Pusat
Statistik, Jakarta, Table 1.

/a Excluding Maluku and Irian Barat.
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Appendix Table A-17

DISTRIBUTION OF THE POPULATION BY PER CAPITA MONTHLY CONSUMPTION
EXPENDITURE CLASS, INDONESIA, JANUARY-APRIL 1976

(%)

/aPer Capita Monthly Consumption Java Outside Java -

Expenditure Class (Rp.) Urban Rural Urban Rural

up to 1,000 .52 1.01 .11 1.39

1,000 - 1,999 4.49 20.16 3.42 8.76

2,000 - 2,999 12.46 31.88 8.15 18.24

3,000 - 3,999 17.01 20.31 14.98 21.42

4,000 - 4,999 14.39 10.98 15.99 15.93

5,000 - 5,999 10.98 6.76 14.18 9.99

6,000 - 7,999 13.56 5.16 17.52 12.81

8,000 - 9,999 9.10 1.99 10.45 5.75

10,000 - 14,999 9.77 1.25 9.92 4.75

15,000 - 19,999 3.67 .26 3.02 .65

20,000 - 29,999 2.72 .19 1.56 .26

30,000 or more 1.33 .06 .68 .06

Source: Survey Sosial Ekonomi Nasional, Tahap Ke-Lima (Januari-April 1976)
Pengeluaran Untuk Konsumsi Penduduk, unpublished tabulations, Biro
Pusat Statistik, Jakarta.

/a Excluding Maluku and Irian Barat.



- 128 - APPENDIX

Page 2.2' of26 Pages
Appendix Table A-18

PROPORTION OF POPULATION BELOW DIFFERENT MONTHLY CONSUMPTION EXPENDITURE
PER CAPITA LEVELS (IN RUPIAH, JAKARTA PRICES), URBAN AREAS, INDONESIA, 1976

(M)

Islands/Provinces 1,500 2,000 2,500 3,000

I. Sumatra 1.50 3.22 7.12 13.48
Aceh 0.0 .13 2.58 5.23
North Sumatra 2.64 4.90 10.13 16.24
West Sumatra 0.0 1.61 5.26 12.55
Riau 6.13* 8.45* 8.45 17.79
Jambi 1.45 3.45 7.54 12.52
South Sumatra 0.0 .55 1.45 6.76
Bengkulu .23 1.48 5.49 8.59
Lampung 0.0 3.74 16.32* 29.12*

II. Java 3.30* 6.76* 13.42* 20.72*
Jakarta Raya .44 .88 4.18 7.48
West Java 3.18* 8.03* 15.73* 24.77*
Central Java 5.86* 11.95* 22.60* 33.40*
Jogjakarta 2.07 4.17 12.72* 21.46*
East Java 5.91* 11.01* 18.81* 28.01*

III. Bali and Nusa Tenggara 3.38* 8.47* 17.06* 27.36*
Bali .40 3.57 8.95 14.60
West Nusa Tenggara 8.02* 17.61* 31.65* 47.84*
East Nusa Tenggara 1.94 4.42 10.96 20.52*

IV. Kal-imantan 2.42 5.03 8.55 13.90
West Kalimantan 6.55* 12.83* 20.27* 28.97*
Central Kalimantan 0.0 1.83 6.44 18.07
South Kalimantan 0.0 .48 1.90 6.10
East Kalimantan 0.0 0.0 0;0 .10

V. Sulawesi ....04* 6.87* 11.76 15.66
North Sulawesi 5.18* 13.41* 23e09* 27.63*
Central Sulawesi 0.0 .89 4.64 7.97
South Sulawesi 2.70 5.40 8.80 12.21
Southeast Sulawesi 0.0 1.36 5.72 14.76

VI. Maluku and Irian Barat 5.35* 13.00* 21.67* 31.19*
Maluku 5.35* 13.00* 21.67* 31.19*
Irian Barat n.s. n.a. n.a. n.a.

Indonesia 2.89 6.05 11.90 18.73

n.a. - not available
* percentage is above figure for urban Indonesia.
Source; Calculated similarly to Table 4.4 using the 9 Essential Commodities

nricp index and comnuter print-out for SUSENAS 1976 (BPS).
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Appendix Table A-19

PROPORTION OF POPULATION BELOW DIFFERENT MONTHLY CONSUMPTION EXPENDITUREPER CAPITA LEVELS (IN RUPIAH, JAKARTA PRICES), RURAL AREAS, INDONESIA, 1976

(%)

Islands/Provinces 1,500 2,000 2,500 3,000

I. Sumatra 5.02 9.74 18.54 28.53
Aceh 1.53 3.23 8.71 14.46North Sumatra 1.81 3.72 12.47 21.81
West Sumatra 3.74 9.45 18.52 32.54
Riau 2.70 8.13 16.56 33.15Jambi 0.0 1.42 7.00 13.41
South Sumatra 8.90 15.75 22.88 29.25
Bengkulu 1.86 5.62 14.93 25.06
Lampung 13.44* 23.07* 36.15 47.67

II. Java 13.52* 26,69* 44.01* 58.74*
Jakarta Raya - - -
West Java 5.14 13.24 26.59 40.67
Central Java 15.56* 30.90* 51.Q0* 67.84*
Jogjakarta 14.37* 27.73* 44.05* 60.47*
East Java 19.00* 34.68* 52.36* 66.34*

III. Bali and Nusa Tenggara 11.80* 22.82* 35.45 49.53
Bali 3.54 11.46 23136 40.92
West Nusa Tenggara 9.60 19.10 30.53 42.90
East Nusa Tenggara 21.42* 36.72* 51.16* 63.73*

IV. Kalimantan 2.06 4.98 10.18 17.25
West Kalimantan 3.32 7.02 12.54 19.53
Central Kalimantan 3.66 7.75 13.41 21.22
South Kalimantan .40 2.70 8.78 17.50
East Kalimantan .40 .86 1.65 3.00

V. Sulawesi 10.76 19.78 32.56 44.95North Sulawesi 9.27 20.76 34.49 47.35
Cencral Sulawesi 11.48* 21.13 34.75 46.80South Sulawesi 10.20 18.03 30.23 42.42Southeast Sulawesi 16.47* 26.99* 40.25* 53.34*

VI. Maluku and Irian Barat 17.25* 30.67* 42.05* 61.94*
Maluku 17.25* 30.67* 42.05* 61.94*
Irian Barat n.a. n.a. n.a. n.a.

Indonesia 11.31 22.14 36.73 50.19

n.a. - not available
* percentage is above figure for rural Indonesia.

Source: Calculated similarly to Table 4.4 using the 9 Essential Commodities
price index and computer print-outs for SUSEN.AS 1976 (BPS).
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Appendix Table A-20

DISTRIBUTION OF POPULATION BELOW DIFFERENT MONTHLY CONSUMPTION EXPENDITURE
PER CAPITA LEVELS (IN RUPIAH, JAKARTA PRICES), URBAN AREAS, INDONESIA, 1976

(%)

Islands/Provinces 1,500 2000 2,500 3,000

It Sumatra 10.14 17.36 11.69 14.06
Aceh 0.0 .03 .26 34
North Sumatra 6.69 5.93 6.22 6.34
West Sumatra 0.0 .61 1.02 1.54
Riau 2.71 1.79 .91 1.21
Jambi .72 .82 .91 .96
South Sumatra 0.0 .41 .55 1.62
Bengkulu .02 .07 .12 .12
Lampung 0.0 .77 1.70 1.93

II. Java 72.58 70.95 71.61 70.24
Jakarta Raya 3.48 3.32 8.03 9.13
West Java 13.43 16.18 16.10 16.10
Central Java 21.71 21.14 20.32 19.08
Jogjakarta 1.30 1.25 1.94 2.08
East Java 32.66 29.06 25.22 23.85

III. Bali and Nusa Tenggara 2.95 3.55 3.62 3.69
Bali .13 .56 .71 .73
West Nusa Tenggara 2.32 2.44 2.22 2.14
East Nusa Tenggara .50 .55 .69 .82

IV. Kalimantan 5.38 5.34 4.61 4.77
West Kalimantan 5.38 5.03 4.04 3.67
Central Kalimantan 0.0 .18 .32 .57
South Kalimantan 0.0 .13 .25 .52
East Kalimantan 0.0 0.0 0.0 .01

V. Sulawesi 7.68 8.29 7.20 6.09
North Sulawesi 2.99 3.70 3.23 2.46
Central Sulawesi 0.0 .05 .13 .14
South Sulawesi 4.69 4.47 3.70 3.26
Southeast Sulawesi 0.0 .07 .14 .23

VI. Maluku and Irian Barat 1.28 1.48 1.26 1.15
Maluku 1.28 1.48 1.26 1.15
Irian Barat n.a. n.a. n.a. n.a.

Indonesia 100.00 100.00 100.00 100.00

n.a. - not available.

Source; Calculated from Table A-18 and population distribution by province
from computer print-outs for SUSENAS 1976 (BPS).
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Appendix Table A-21

DISTRIBUTION OF POPULATION BELOW DIFFERENT MONTHLY CONSUMPTION EXPENDITURE
PER CAPITA LEVELS, (IN RUPIAH, JAKARTA PRICES) RURAL AREAS, INDONESIA, 1976

(%)

Islands/Provinces 1,500 2,000 2,500 3.000

I. Sumatra 7.88 7.82 8.96 10.08
Aceh .25 .27 .43 .52
North Sumatra .86 .91 1.83 2.34
West Sumatra .76 .98 1.16 1.49
Riau .34 .53 .65 .96
Jambi 0.0 .05 .14 .19
South Sumatra 2.08 1.88 1.65 1.54
Bengkulu .08 .12 .19 .24
Lampung 3.51 3.08 2.91 2.80

II. Java 75.39 76.01 75.55 73.78
Jakarta Raya - - - -
West .Java 8.78 11.55 13.99 15.66
Central Java 27.17 27.56 27.85 26.68
Jogjakarta 2.62 2.58 2.47 2.48
East Java 36.82 34.32 31.24 28.96

III. Bali and Nusa Tenggara 6.43 6.34 5.94 6.07
Bali .61 1.01 1.24 1.58
West Nusa Tenggara 1.76 1.78 1.72 1.77
East Nusa Tenggara 4.06 3.55 2.98 2.72

IV. Kalimantan .75 .92 1.13 1.41
West Kalimantan .48 .51 .55 .63
Central Kalimantan .20 .22 .23 .27
South Kalimantan .05 .17 .33 .48
East Kalimantan .02 .02 .02 .03

V. Sulawesi 6.84 6.43 6.38 6.43
North Sulawesi 1.16 1.33 1.33 1.33
Central Sulawesi .89 .84 .83 .82
South Sulawesi 3.81 3.44 3.48 3.57
Southeast Sulawesi .98 .82 .74 .71

VI. Maluku and Irian Barat 2.72 2.47 2.04 2.20
Maluku 2.72 2.47 2.04 2.20
Irian Barat n.a. n.a. n.a. n.a.

Indonesia 100.00 100.00 100.00 100.00

n.a. - not available.
Source: Calculated from Table A-19 and population distribution by province

from computer print-outs for SUSENAS 1976 (BPS).
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Appendix Table A-22

DISTRIBUTION OF POPULATION BY SOURCE OF INCOME AND AVERAGE MONTHLY
EXPENDITURE PER CAPITA, INDONESIA, 1976

(%)

Average Monthly Urban Rural
Expenditure per /a lb Ia lb

Capita (Rp.) ARriculture - Nonagriculture - Agriculture - Nonagriculture b

0 - 999 1.29 .81 1.53 .92
1,000 - 1,999 18.40 13.23 29.03 25.32
2,000 - 2,999 31.34 24.19 36.58 35.23
3,000 - 3,999 22.05 24.44 20.31 22.16
4,000 - 4,999 7.99 10.29 6.13 7.36
5,000 - 7,499 15.34 17.22 5.13 6.94
7,500 - 9,999 2.04 4.89 .80 1.33
10,000 - 14,999 .82 3.29 .30 .54
15,000 - 29,999 .65 1.40 .16 .17
30,000 - 49,999 .09 .18 .03 .02
50,000 - 74,999 - .06 - .00
75,000 or more - .00 - -

Total 100.00 100.00 100.00 100.00

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga,
Preliminary Figures, Biro Pusat Statistik, September 1977, Tables 14 and 15.

/a Agriculture is primary source of household income.
7S Nonagriculture is primary source of household income.
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POPULATION TRENDS AND PROSPECTS IN INDONESIA*

A. Population Charcteristics

(a) Population size and distribution

The decennial censuses of 1961 and 1971 were, until recently, the
main sources of demographic data for Indonesia and the regions comprising
it. In 1976, the Central Bureau of Statistics conducted a three-phased
Intercetnsal Population Survey and the data from this survey when ftully
analyzed should provide deep insights into recent population trends and
population prospects in Indonesia. 1/ Additionally, the 1973 Fertility-
Mortality Survey conducted by the Lembaga Demografi, University of Indonesia
provides levels and trends in fertility and childhood mortality in Indonesia
during the late 1960s and the early 1970s which serve as useful yardsticks
for assessing recent changes in patterns of fertility and mortality rates. 2/

Indonesia is the fifth most populous country i-h the world. The
population estimate as of February-March 1976 obtainad from the Intercensal
PoRulation Survey was 130 million. With a total land area of 1.9 million
KaM2 the density of population at the time of the survey was 69 persons per
km , rather more moderate and lower than that of Asia (78) or India (172).
However, 63% of the Indonesians lived in Java, including Madura, which accounts
for less than 7% of the land area and had a density of 610 persons per km2 in
1976, almost twice that of the densely-populated countries in Northwest
Europe, such as the Netherlands (326) or Belgium (318) and higher than in

* This annex was prepared by C. Chandrasakaran of the resident staff in
Indonesia.

1/ Phase I involved a listing of 257,100 households selected by statistical
sampling, with few items of information collected on all members of the
household. This information allows for the computation of fertility
estimates using the "own-children" method. Phase II obtained detailed
data on demographic, economic and social characteristics of all members
of a sub-sample of 60,733 households selected for Phase II. Information
obtained during Phase II includes those on the economic condition of the
household, economic activity of the members, movement and reasons for
migration, health and marriage and fertility. Phase III was the
Indonesian Fertility Survey conducted as part of the World Fertility
Survey and included a number of questions on family planning.

2/ The Fertility Mortality Survey was; a large one-round sample survey,
covering the topics of marriage, Lmarriage dissolution, fertility, mor-
tality and knowledge, attitude and contraceptive practice (KAP) in
Java, Sumatra, Sulawesi and Bali, which together contain 86% of Indo-
nesia's total population. Jakarta, which constitutes a special region
equivalent in status to a province, was not included in the sample (or
in the above estimate of 86%).
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Bangladesh (510). 1/ The 22 provinces of Indonesia, excluding Java and
Madura, have a much lower density with large differences among them. Bali
had a density closest to Java's in 1976, while Kalimantan and West Irian
had only 10 and 2 persons per km2, respectively (Table 1).

(b) Sex and age composition

Sex

Females were in excess of males, as the sex ratio according to
the 1976 survey was 978 males per 1,000 females. The censuses of 1961 and
1971 gave a sex ratio of 973 and 972, respectively. The consistently lower
proportion of males than females in Indonesia's population points to the
existence of a life style which tends to reduce the life span of men compared
to women.

Age

Indonesia's population is marked by a high proportion of persons
in the younger age groups, indicative of a high level of child-bearing and a
relatively low to moderate expectation of life at birth (Tables 2 and 3).
In 1976, 42.1% were in the age-group 0-14 years, 55.1% in the age group 15-64
years and 2.7% in the age-group 65 years and over.

A decline in the percentage of persons aged 0-14 years from 44.0%
to 42.1% is revealed by comparing the 1976 age distribution with that
given by the 1971 census. This diminution is largely due to a lower
percentage in the 0-4 age group and, as will be confirmed later, is due to
a decline in fertility during the period 1971-76.

The dependency ratio, defined as the ratio of population under 15
and 65 and over to those aged 15 through 64, which gives a rough measure of
the number of dependents to be supported by a person in the working age-
group, declined from 0.87 in 1971 to 0.81 in 1976. The diminution resulted
solely from a lowering of the percentage of population in the 0-14 age-
group. Further improvements in the dependency ratio will have to depend
on continued fertility d&"line.

A "hollow" in the age groups 10 to 14 and 15 to 19 both among
males and females in the 1961 age distribution was attributed to reduced
fertility and increased infant and childhood mortality during the 1940's
when Indonesia suffered from the effects of Japanese occupation, the after-
math of World War II and the fight for independence. 2/ The 1971 census

1/ Figures for the Netherlands and Belgium refer to 1972. See United
Nations,Demographic Yearbook 1972, New York, 1973.

2/ Widjojo Nitisastro (1970) Population Trends in Indonesia, Cornell
University Press, Ithaca and London, pp. 115-123.
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Table 1: POPULATION OF INDONESIA, 1961, 1971 AND 1976, AVERAGE
ANNUAL GROWTH RATE 1961-71 AND 1971-76,AND
POPULATION DENSITY BY REGION AND PROVINCE

(OOO's)

Region Census Census /- Survey - Growth Rate (%) Density (Persons/Km2)
1961 1971 1976 1961-71 1971-76 1971 1976

Jakarta 2,907 4,576 5,367 4.6 3.8 7,944 9,318
West Java 17,615 21,633 23,454 2.1 1.8 440 477
Central Java 18,407 21,877 23,558 1.7 1.7 634 683
East Java 21,823 25,527 27,103 1.6 1.4 539 572
Jogjakarta 2,241 2,490 2,625 1.1 1.2 793 836

Sub-Total 62,993 76,103 82,107 1.9 1.7 565 610

South Sumatra 2,773 3,444 3,871 2.2 2.7 33 37
Lampung 1,668 2,777 3,439 5.2 4.9 82 102
Bengkulu 406 519 567 2.5 2.0 25 27
Jambi 744 1,006 1,103 3.1 2.1 22 25
Riau 1,235 1,642 1,843 3.1 2.6 16 18
West Sumatra 2,319 2,793 2,994 1.9 1.6 42 45
North Sumatra 4,965 6,623 7,467 2.9 2.7 94 106
Aceh 1,629 2,009 2,226 2.1 2.3 34 37

Sub-Total 15,739 20,813 23,510 2.8 2.8 38 43

West Kalimantan 1,581 2,020 2,281 2.5 2.7 13 15
Central Kalimantan 497 700 812 3.5 3.3 4 5
South Kalimantan 1,473 1,699 1,846 1.4 1.9 49 53
East Kalimantan 551 734 927 2.9 5.4 4 5

Sub-Total 4.102 5.153 5,866 2.3 3.0 9 10

North Sulawesi 1,351 1,718 1,899 2.8 2.3 71 78
Central Sulawesi 652 914 1,014 2.8 2.4 10 11
South Sulawesi 4,517 5,189. 5,681 1.4 2.1 63 69
South-East Sulawesi 559 714 785 2.5 2.1 22 24

Sub-Total 7.079 8,535 9.379 1.9 2.1 37 41

Bali 1,783 2,120 2,293 1.8 1.8 377 408
West Nusatenggara 1,808 2,202 2,401 2.0 1.9 101 110
East Nusatenggara 1,967 2,295 2,462 1.6 1.6 47 50

Sub-Total 5.558 6,617 _7156 1.8 1.8 87 94

Maluku 790 1,089 1,258/- 3.312 3.3/2 13 15
West Irian 758 923 1,008 2.0 2.0 2 2

TOTAL 97,019 119,233 130.284 2.1 2.0 63 69

/1 Includes 67,725 homeless persons, 772,654 rural West Irian and 24,270 erroneous
entries.

/2 Estimates for 23 provinces are of persons living in normal households as given by
the Intercensal Surveys. The estimates for the remaining three provinces East
Nusatenggara, Maluku and West Irian, only partially covered by the Survey, were
obtained by projecting the 1971 census figures by the growth rates of 1961-71.
The 1971 census enumerated 265,094 in institutions such as hospitals, jails, etc.
The homeless persons according to the 1971 census was 67,725.

/3 In the earlier draft, an error was made in the growth rate of Maluku between
1961-71 (an annual rate of 2.5% was used to obtain a March 1976 population
estimate of 1,215 thousand). The revised estimate of Maiuku's population, using
the correct growth rate of 3.3% is 1,258 thousand. This raises the 1976 total
population by 43 thousand to 130,284 thousand rather than 130,241 thousand.
Population and projection figures in the remaining sections do not incorporate
this minor correction.

Sources: 1961 Population Census, 1971 Population Census, and unpublished data of the
Intercensal Population Survey 1976.
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Table 2: POPULATION OF INDONESIA BY AGE GROUP AND SEX 1961, 1971 AND 1976

(000's)

1961. /1 1971/2 1976/3

Age Group Male Female Total Male Female Total Male Feaale Total

0-4 8,462 8,580 17,042 9,605 9,493 109,099 .9,330 9,045 18,375
5-9 7,634 7,639 15,323 9,525 9,237 18,762 9,522 9,175 18,697

1C-14 4,319 3,861 8,179 7,353 6,826 14,179 8,230 7,611 15.3I1
5-19 3 ,834 3,374 7,708 5,538 5,738 11,326 6,576 6,870 13,4E6

.qO-24 3,452 4,339 7,791 3,602 4,429 8,031 4,564 5,242 5,£ 6
25-29 3,921 4,852 8,673 3,978 4,947 8,925 3,922 4,653 8, 574
30-34 3,513 3,690 7,203 3,690 4,214 7,904 3,563 4,0C9 7,652
35-39 3,298 2,956 6,254 3,948 4,031 7,979 4,021 4,267 8,233
40-44 2,422 2,408 4,830 3,064 3,038 6,102 3,198 3,323 6,521
45-49 1,913 1,759 3,672 2,427 2,223 4,650 2,824 2,643 5,467
50-54 1,646 1,725 3,371 1,90)3 1,961 3,864 2,084 2,018 4,10?
51,89 15,£51 ) 3,749) 1,126 1,100 2,226 1,445 . 1 ,383 2,823
60- ) ) 1,082. 1,256 2,338 1,156 1,272 2,428

65 and oveer 1,173 1,235 2,409 1,440 1,529 2,969 1,575 1,815 3,30O
Io 'stated 60 57 117. 7 8 15 69 67 1 36

Total 47,494 48,825 96,319 58,339/4 60,029L4118,3681. 62,07ES/ 63,478/.125,556

Note: Total might differ from that derived from the figures in the table because of rounding.

/1 Excludes the estimated population of West Irian (700,000).

/2 Excludes rural West Irian (772,654) homeless persons (67,725) and incorrectly counted
(24,270).

13 Estimated from Intercensal Survey Phase I: excludes population of East Nusatenggara,
Maluku and West Irian.

/4 1971 Census total from complete tabulations including estimate for West Irian homeless
persons and incorrectly counted and age not stated (15,059) are in thousands; Male
59,103; Female 60,129; total 119,232.

/5 Total population including estimates for East Nusatenggara, Maluku and West Irian
are in thouaijnds,-Male 64,550.; Pemale 65,734,

Source: Central. Bureau of Statistics.



Table 3: POPULATION AGE STRUCTURE OF INDONESIA

(In percentages)

1961 Census 1971 Census 1976/1 Survey
Age Group Hales Females Total Males Females Total Males Females Total

0 - 4 17.8 17.6 17.7 16.5 15.8 16.1 15.0 14.2 14.6
5 - 9 16.2 15.6 15.9 16.3 15.5 15.9 15.3 14.5 14.9
10 - 14 9.1 7.9 8.5 12.6 11.4 12.0 13.3 12.0 12.6
15 - 19 8.1 7.9 8.0 9.6 9.6 9.6 10.6 10.b 10.7

20 - 24 7.3 8.9 8.1 6.2 7.4 6.8 7.4 8.3 7.8
25 - 34 15.4 17.5 16.5 13.1 15.3 14.2 12.0 13.7 12.9

35 - 44 12.0 11.0 11.5 12.0 11.8 11.9 11.7 11.9 11.8

45 - 54 7.5 7.1 7.3 7.4 7.0 7.2 7.9 7.4 7.7

55 - 64 4.0 3.8 3.9 3.8 3.9 3.9 4.2 4.2 4.2
65+- 2.5 2.5 2.5 2.5 2.5 *2.5 2.5 2.9 -2.7

i'ot Stated 0.1 0.0 0.0 0.0 0.0 0.0 0.1 0.1 0.1

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

/1 Excludes population of East Nusatenggara*, Mluku and West Irian.

0

0.
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and 1976 survey data bear marks of these effects and show a lessening in
the number of people enumerated in the 20 to 24 and 25 to 34 age-groups,
respectively. As such, Indonesia had fewer women in the reproductive age-
group in the sixties and early seventies than would have been the case other-
wise, which assisted a diminution in the birth rate and the rate of popula-
tion growth.

B. Rate of Population Growth

(a) Population growth rate up to 1971

Population growth rate in Indonesia is determined primarily by
births and deaths occurring within the country, as international migration
plays an insignificant part. Indonesia's population growth rate during
1961 to 1971 was 2.1% per year, an increase of 0.6% over that recorded
during 1930 to 1961. 1/

Indonesia does not have a national system for the recording of
births and deaths occurring in the country and it is, therefore, not possible
to obtain, as in the case of most developed countries, information on levels
or trends in birth and death rates from routine official records. 2/

In the absence of reliable vital statistics, an artifice that is
commonly resorted to is to determine levels of mortality and fertility during
an intercensal period or shorter intervals within it which can reasonably
explain changes in population size and age structure from one census to the
next. Such an exercise was undertaken by Widjojo to estimate levels and
trends of birth and death rates in Java during the period intervening the

1/ During 1964-70, there was a net emigration from Indonesia of the order of
86,000 persons (immigrants: 693,000, emigrants: 779,000) which formed less
than 0.01 percent of the enumerated population in 1971. Despite the
encouragement of private or foreign investment in recent years, immigration
is generally restricted. The 1971 census enumerated only 140,000 persons
born abroad (sex ratio 1,488) and 162,400 (sex ratio 1,657) who reported
their last place of residence to be abroad. Likewise, there is little
prospect of a sizeable emigration of Indonesians in the years ahead, and
it cannot provide a safety valve for the growing population pressure in
Java. (Lembaga Demografi, Demographic Fact Book of Indonesia, Jakarta,
1973, p. 133)

2/ A "Sample Vital Registration Project" was undertaken as part of the joint
IDA/UNFPA-assisted project to study the feasibility of introducing a
routine vital statistics registration system in selected sample areas.
On the basis of the experience gained in this project, a decision has been
taken to extend the system to the entire East Java Province.
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1930 and 196i populatiorn censuses. 1/ Alden Speare followed the same
technique to :roject the whole of Indonesia's population from 1931 to
1961, and `b! n, on to 1971. 2/ The specific assumptions on mortality
and fertiLity levels made by Alden Speare for the different quinquennial
periods from 1931 to 1971 are given in Table 4. These assumptions are
similar to those used by Widjojo for Java. The mortality ase'imptions
used reflect the poorer health conditions during the 1940's to which
reference has been made earlier. Fertility was also assumed to have been
lower during this decade as compared with the level of other decades.

The rates of population growth as estimated by this method are
given in Table 4. The growth rates diminished from an average of 1.6%
per annum during 1931-1941 to 0.9% during 1941-1951. The rate increased
to an average of 2.0% during 1951-1961 and maintained an average level of
2.1% during 1961-1971. The estimates tally with those obtained for the
period 1931-1961, and 1961-1971 from the data provided by the 1930, 1961
and 1971 censuses, supporting their credibility.

Except for the abnormal period during the 1940's, Indonesia's
population growth rate should be assumed to have increased from a level of
1.5% per annum during the early thirties to 2.1% during the late sixties.

(b) Population growth rate during 1971-1976

Phase I of the Intercensal Survey gave an estimate of 125.6
million for the population of 23 provinces fully covered by it. As the
1971 census had recorded a population of 114.8 million for these provinces,
the rate of population growth during the 4-1/2 year period which intervened
between the census and the survey was 2.0%. This percentage is not likely
to be altered to any marked extent, even if allowance is made for the fact
that the Intercensal Survey covered normal households and therefore excluded
persons staying in institutions such as hospitals, jails, etc., and the
homeless. 3/

The average growth of Indonesia's population at about 2.0% per
annum for the period 1971-1976 as indicated by the Intercensal Population
Survey is in keeping with the average of 2.1% recorded for the decade
1961-1971 and as such should not have caused much concern. However, what

1/ Widjojo Nitisastro (1970), Population Trends in Indonesia, Cornell
University Press, Ithaca, op. cit., pp. 149-167.

2/ Alden Speare, Jr. (1975), "Quasi-Stable Population Methods for Adjusting
Age Distributions in Indonesia," LEKNAS, Indonesia (mimeographed).

3/ Persons enumerated as living in institutions numbered 265,094 at the
time of the 1971 census while the homeless at that time numbered about
67,000 and together they made up about 3 per 1,000 of the total popu-
lation.
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Table 4: MORTALITY AND FERTILITY ASSUMPTIONS BY PERIOD DURING 1931-1971

AND RESULTING BIRTH AND DEATH RATES

Expectation of Life Resulting Crude Rates

Mortality at Birth Total Natural

Period Females Males Fertility Birth Death Increase

To 1930 32.5 30.1 6.0 47.4 32.4 15.0

1931-1 536 32.5 30.1 6.0 47.2 32.4 14.9

1936-ll94l 35.0 32.5 6.0 47.1 29.7 17.4

I S1-1946 30.0 -27.7 5.4 42.8 34:1 8.7

1946-1951 30.0 27.7 5.4 43.8 34.0 9.7

i931-1i936 35.0 32.5 6.0 48.9 30.1 18.8

1953-1951 37.5 34.9 6.0 47.7 27.6 20.0

196 1-1956 40.0 37.3 6.0 45.5 241.9 20.6

1965-1971 42.5 39.7 6.0 43.8 22.4 21.4

Source: Alden Speare, Jr. (1975), "Quasi-Stable population methods for

adjusting age-distribution in Indonesia,"LEKNAS,Indonesia (mimeo-
graphed).
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made this rate startling was that most population projections had placed
the rate of population growth at a much higher level, and it had come to
be recognized even in planning circles that the rate of growth was
probably of the order of 2.5 or 2.6%. 1/ Most of these projections had
relied on mortality and fertility estimates of questionable accuracy for
the base periud. The mortality rates used for the base period were
dependent on infant and childhood mortality rates estimated by devious
ways from data on the "number of children born" and "number of children
surviving" to women in reproductive ages as obtained in the 1971 census.
Fairly reliable estimates of fertility levels had been provided by the
1973 Fertility-Mortality survey that had been conducted by the Lembaga
Demografi of the University of Indonesia. However, it was difficult to
determine the decline in fertility that had occurred in Java and Bali after
the inception of the National Family Planning Program in 1970. The reli-
ability of the average annual growth rates in population during 1971-1976
in Indonesia and major regions within it as given by the Intercensal Survey
had to be evaluated, particularly in the light of the levels of birth and
death rates which they implied.

One such analysis attempted to compare the age-distribution of
males and females as obtained in Alden Speare's "low fertility" projection
with those obtained in the Intercensal Survey with a view to examin.a
separately the mortality and fertility assumptions made in projecting the
population. 2/ This analysis was made separately for Java including Madura,
and for the outer provinces. 3/ The major conclusion drawn from it was
that the lower population growth rate provided by the Intercensal Survey
was due to the projections having overestimated fertility for Java during
1971-1975 and underestimated mortality for Outside Jara during the
same period (Table 5). The vital rates for 1971-1975 as estimated from

1/ Iskandar had projected Indonesia's population from 1971 to 2000 making
four alternative assumptions for decline of fertility and one assump-
tion for decline of mortality. (Beberapa projeksi penduduk untuk
Jawa/Madura, Sumatra, Kalimantan, Sulawesi dan pulau lain: 1971-2000.
Lembaga Demografi Faculty Economics, University of Indonesia: mimeo-
graphed). In all the projections he had assumed that the average
rate of growth of Indonesia's population during 1971-1975 was 2.5%.
His assumption of t-ost rapid decline in fertility gave an average
population growth rate of 2.3% during 1976-1981 as compared with the
assumption of least rapid decline in fertility which gave a rate of
2.8%. The population projections made by Alden Speare, Jr. gave for
1970-1975 a growth rate of 23% for the "low fertility" assumption
and a rate of 2.4% for the "high fertility" assumption. (Summary
Report Projections of Population and Labor Force for Regions of
Indonesia, 1970-2005, Vol. I, National Institute of Sciences, LEKNAS,
July 1976, mimeographed).

2/ C. Chandrasekaran, "Levels of Birth and Death Rates in Indonesia
during 1971-1975," IBRD, Jakarta (mimeographed).

3/ Excludes East Nusatenggara, Maluku and West Irian not covered by the
Survey.



Table 5: BIRTH AND DEATH RATES DURING 1971-1975 IN INDONESIA

Ai-ea Population' Birth Rate Death Rate Nlatural Mligration Growth Rate
(Nid Period (annual) (annual) Increase rate (annual per cent)
1!71-1975) Rate (annual)

(0O'0s) (aninual) per 1000

23 provinces/. 119,123.6 40.0 19.8 20.2 0.0 2.02

Java 723.,445.9 36.6 18.4 18.2 -0.9 1.73

18 provinces 40,677.8 47.1 23.1 24.0 1.7 2.57

All In,nilesia 123,652.6 40.3 19.9 20;.4 0.0 2.04

/1 Excluding Nusatenggara, Maluku and West Irian.

Source: C. Chandrasekaran, "Levels of Birth and Death Rates in Indonesia during 1971-75," IBRD,

Jakarta (mimeographed).
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the Survey were as follows: The birth and death rates for Java were 36.6
and 18.4 per thousand, respectively, giving an average natural increase
rate of 1.8%. For Outside Java the birth and death rates were 47.1
and 23.1 per thousand, respectively, giving a natural increase rate of
2.4% per annum. Including the effects of migration, assumed at the levels
of 1961-1971, the average annual growth rate for Java was 1.7% while that
for Outside Java was 2.6%. The birth and death rates for Indonesia
during 1971-1975 were 40.3 and 19.9 per 1,000, respectively, giving a
growth rate of 2.0% per annum as recorded by the Intercensal Survey.

C. Components of Population Growth

(a) Mortality

Official vital statistics heavily underestimates both births and
deaths and past levels of birth and death rates have to be estimated in-
directly using other sources of data.

The reported survivorship of children born to women in repro-
ductive ages provides a method for estimating survival ratios of children
born up to the second, third, fifth, etc., year of life. Given the broad
relationships between mortality rates for different age-groups, data on
survivorship of children gives a method for estimating death rates at
different ages. 1/ This method has been widely used in Indonesia.
Mortality estimates have also been worked out using census age distributions
and the growth rates during the intervening period by applying the "stable
population" model. 2/

(1) Trends in Mortality

Questions on children ever born and children surviving were
asked in both the 1961 and 1971 censuses, but in the 1961 census they were
tabulated only for Jakarta, East Java and Jogjakarta. According to a
comparative analysis, the probabi-lity of survival of babies to age 2 during
the 4 or 5 years preceding the censuses appears to have improved

1/ United Nations (1967), Estimates of Fertility and Mortality based on
Reported Age-Distributions and Reported Child Survival, Chapter III,
Methods of Estimating Basic Demographic Measures from Incomplete Data.
Population Studies No. 42.

2/ United Nations, op. cit.
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The 1971 census data implied an infant mortality rate of about
140 per 1,000 births. This corresponds to 160 per 1,000 live-born dying
before attaining the age of 2 years, of about 195 per 1,000 live-born
dying before attaining the age of 5 years. Similar estimates of infant
and childhood mortality for the latter half of the 1960's were also
given by the 1973 Fertility-Mortality Survey. However, it should be
recognized that all these figures are likely to underestimate mortality,
since they are based on proportions of surviving children which are likely
to be overestimated in a census or survey.

The 1973 Fertility-Mortality Survey provided estimates of the
proportion of children dying before age 5, for cohorts of children born
during the 5 year period extending from 1945-1949 to 1965-1967. 2/ The
trends are shown in Table 6 for the urban and rural areas of the provinces
in Indonesia covered by the survey. A continuous decline in childhood
mortality appears to have occurred both in urban and rural areas during the
30 years preceding the survey.

Turning to the trend in childhood mortality since 1971, Phase II
of the Intercensal Survey collected data on child-survivorship according
to the age of the mother. Preliminary analysis indicates a sharp decline
in childhood mortality during 1971 to 1975. The infant mortality rate is
estimated at 116 per 1,000 live births; and out of 1,000 live born, 170 are
estimated to die before reaching 5 years of age.

As stated earlier, the demographic model which well described
Indonesia's population growth between the 1961 and 1971 censuses gave for
the period 1961-1971 an expectation of life at birth of 42.5 years for
females and 39.7 years for males. On the other hand, the infant mortality
after 1970 and that between 1965-1970 and 1970-1975, expectation of life
at birth both for males and females increased by about 5 years.

(2) Mortality differentials

Childhood Mortality. The 1971 census data on child-survivorship
yielded the following information on differentials on infant mortality
rates in the year just prior to the census. 3/ Such a differential also

1/ Geoffrey McNicoll and Si Gde Made Mamas,"The Demographic Situation in
Indonesia,"East-West Population Institute Paper No. 28, Honolulu,
December 1973, Table A3, p. 43.

2/ Such rates based on child-survival data are likely to be more reliable
in describing trends rather than levels of mortality.

3/ Lee-Jay Cho, Sam Suharto, Geoffrey NcNicoll and S.G. Made Mamas,
Levels of Fertii-ty and Mortality in Indonesia, Jakarta: Biru Pusat
Statistik, 1976, pp. 62-67.
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Table 6: INDONESIA II: PROPORTION OF CHILDREN DYING BEFORE AGE FIVE
FROM 1000 LIVE BIRTHS, BIRTH YEAR COHORT 1945-1949 TO 1965-1967

Reglon Chi'id Birth Year
1945-49 1 95 0 -54 1955-59 T1960-6& Ti-.s•TT6

U rb i

WI!st Ja3& 269 215 180 161 136
Central Java 953 171 161 126 117
East J?.a 228 163 13 7 120 108
S;mtra 263 154 137 131 117
431 i 212 184 178 138 152

Rural

Wlst 3ava 282 271 245 217 1's
Central Java 301 218 178 164 157
Eas -.. L a 261 231 132 143 117
,.U- a ;ta 3I3 251 1 92 180 175
Sul a . si 263 244 236 203 177
Bali 245 239 212 194 185

Source: Peter F. McDonald, Mohammad Yasin and Gavin Jones, "Levels and
Trends in Fertility and Childhood Mottality in Indonesia," in
Indonesian Fertility-Mortality Survey, 1973, Monograph #1,
Lembaga Demografi, Faktaltas Ekonomi, Universitas Indonesia.
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held good in respect of mortality of children before they attained 5
years of age (Table 6). There is a tendency for the differentials to
narrow and this is most marked in the case of East Java.

Urban-Rural. The infant mortality rate was lower in urban than
in rural areas, the rate for urban areas being 114 and for rural areas 149.

Regions. The infant mortality rate differed little between the
provinces. In Java-Madura the estimated rate was 144; Sumatra 132;
Kalimantan 137; Sulawesi 144 and other islands 145. Within Java-Madura
the rate varied from 125 in Jakarta to 159 in West Java. The rates for
East Java, Central Java and Jogjakarta were 133, 147 and 147, respectively.
Childhood mortality variations within Java showed the same pattern of the
rates declining from West Java through Central Java to East Java.

Level of Education. Judged by the educational attainment of the mother,
children of mothers with "no schooling" had the highest rate of mortality of
160 and those with mothers who had high-school or college education had
the lowest rate of 63. Those with mothers who had primary school education
had an intermediate rate of 128.

It was noted above that Sumatra had a lower infant mortality rate
as compared with Java-Madura. Wlen the rate is studied with respect to
mother's level of education, Java-Madura recorded lower rates for the "no
school" and "high school and college" categories. Among children of women
with primary school education, the rate was the same in Java-Madura and
Sumatra (Table 7). Sumatra had intrinsically higher rates but showed an
overall lower rate because of the higher level of education of the mothers.

Rates of childhood mortality in Indonesia are highly related to
education and economic conditions, so that the improvements in childhood
mortality rates since Independence may reflect improvements in these deter-
mining factors. However, the levrel of childhood mortality in Indonesia is
very high, judged by contemporary standards. Sri Lanka, for instance,
recorded an infant mortality rate of 47 per 1,000 births for the period
1971-1974; it is estimated that according to the mortality conditions which
prevailed in Sri Lanka in 1971, 70 children out of 1,000 live born died
before completing the fifth year of life. 1/

Adult Mortality

Analysis of Phase I of the Intercensal Survey data has shown that
male adult mortality is higher than female adult mortality, much higher
than that predicted by the set of Model Life Tables. 2/ On the basis of the

1/ United Nations (1976), Economic and Social Commission for Asia and the
Pacific, Population of Sri Lanka ESCAP Country Monograph Series No. 4,
Bangkok.

2/ United Nations, Methods of Estimating Basic Demographic Measures from
Incomplete D ng Population, Manual IV,
Annex I, pp. 81-92, New York.
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Table 7: ESTIMATES OF INFANT MORTALITY RATE BY EDUCATIONAL
ATTAINMENT OF MOTHER AND BY REGIONS

Level of Education

Regio'ns No School Primary School High:School & All
Coleq6 L Q V 2.s

Ind'onesia 160 127 63 141

Surmatra .1i 4 126 73 132

Java & IMadura 157 126 57 144

Ka 1i ro, anta 156 125 74 137

Sula s1 i 169 130 74 14

Other Islainds 175 136 62 143

Seurce: Derived from Tables 8.1 and 9.1, Lee Jay cho et al (1976),
Levels of Fertility and Mortality in Indonesia. Biro Pusat
Statistik, Jakarta.
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rate of 140 per 1,000 live births estimated for the period prior to 1971
would indicate an expectation of life at birth of 48.0 years for females
and 45.0 for males, on the basis of broad relationships which are assumed
to prevaLl between mortality rates for different age-groups. 1/

A similar feature was also seen for the period 1971-1975. The
death rate in 23 provinces (excluding East Nusatenggara, Maluku and West
Irian) as estimated from the population growth data provided by Phase I
of the Intercensal Survey was 19.8 per 1,000. This level of the death rate
is equivalent to an expectation of life at birth for females of 47.5 years
and for males of 42.1 years. On the other hand, the infant mortality rate
of 116 estimated for 1971-1975 from the child-survivor data given by the
Intercensal Survey is equivalent to an expectation of life at birth for
females of 52.5 years and for males of 49.5 years.

Either Indonesian adult mortality is much higher than that
expected on the basis of childhood mortality rates or the difference is
due to inadequacies in basic data and estimation procedures. 2/ However,
there is substantial evidence that mortality rates continued to decline. From
the adult mortality among males and females estimated from Phase I of the
Intercensal Survey, female expectation of life at age 10 was about 3 years
higher than the corresponding male expectation of life in Java. In
Outside Java, the expectation of life at age 10 among females exceeded
the correspondimg expectation of life among males by about 4 years. For
Indonesia as a whole the difference was 3.5 years. The Model Life tables
show an excess of 2 years in the expectation of life at age 10 of females
as compared to that of males.

Adult mortality was higher in Outside Java than in Java. The
expectation of life at age 10 for females in Java was one year higher
than in Outside Java. For males the expectation of life at age 10 in Java
was two years higher than that estimated for Outside Java.

(3) Overall mortality picture

The mortality rate in Indonesia declined from 1965-1970 to
1970-1975, and as a result,the expectation of life in the country increased

1/ In order to facilitate demographic analysis, "model" life tables have
been worked out for different values of expectation of life at birth
of females. The selected values vary between 20.0 years and 75.0 years,
at intervals of 2.5 years and the life table levels are made to increase
from level 1 to level 22, in an ascending order (United Nations, 1967,
Methods of Estimating Basic Demographic Measures from Incomplete Data
Manuals on Methods of Estimating Populations, Manual IV, Annex I, Model
Life Tables, pp. 81-92, New York.) The expectation of life as judged
from the mortality rates of the entire population is roughly two levels
below that indicated by the estimated infant mortality rate.

2/ Between the two sets of estimates, the ones obtained from population
growth rate are considered more reliable.
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by about 5 years both for males and females. Two methods of estimation
gave different values for the expectation of life at birth in these periods. 1/Reasonable figures for the whole of Indonesia during 1970-1975 are around
47.5 years for females and around 43.0 years for males. Normally, thefemale expectation of life at birth is higher than that of males by about
3 years. In Indonesia the differential is more marked. Java had aslightly hL g?er expectation of life at birth during 1970-1975 as compared
to Outside Java.

The increase in expectation of life at birth of about 5 yearsbetween 1965-1970 and 1970-1975 is more than what normally occurs. Onelikely reason for the rapid increase is that health conditions in Indonesiahad deteriorated in the sixties, and a recovery took place only after 1968.

Substantial and continuous declines in childhood mortality havebeen observed in all regions of Indonesia since 1945. The rates for 1965-
1967 were only about 50% of those rates applying 20 years earlier in 1945-1949.The decline in rural areas was only slightly less than in urban areas. Inview of the broad relationships between mortality rates for different age
groups there is presumptive evidence that adult mortality had also declined
since the forties.

Urban areas have lower mortality than rural areas. The mortality
rates of children were correlated with the educational attainment of themother; children of mothers with no schooling recording the highest rates.

(b) Fertility

(1) Estimates of Fertility during the Late 1960's

The total fertility rate gives the average number of children
born to a woman throughout her reproductive life if subject to the fertilityconditions prevalent during a specific period, and is a useful summary
measure of the level of fertility during that period. 2/ This rate asestimated from the 1971 Census, 1973 Fertility-Mortality Survey, 1976 Inter-censal Population Survey, Phase I, and the 1976 Indonesian Fertility Surveyis shown in Table 8 for Indonesia and for major provinces and regions withinit, for the late 1960's. The rates obtained from the different sources arevery compatible. The total fertility rate for Java was about 5.2 while thatof Indonesia was about 5.5. The higher value for Indonesia as compared tothat for Java was due to higher rates of child-bearing by women living in
Outside Java. The regional differentials in the number of childrenborn were quite pronounced. Within Java, the rate differed between provinces.The estimated total fertility rate was between 5.8 and 6.1 for West Java,5.3 for Central Java, 5.0 for Jakarta and 4.4 to 4.7 for Jogjakarta and EastJava. Bali had a rate of 5.8. The rates for Sulawesi and Kalimantan were

1/ United Nations, Methods of Estimating Basic Demographic Measures fromIncomplete Data, Manual on Methods of Estimating Population, Manual IV,Annex I, pp. 81-92, New York.

2/ The total fertility rate gives a measure of "period fertility". Asimilar measure is the "average number of children born" to women whohave passed the reproductive age-group, which gives fertility over alife-span. The total fertility rate is preferred as a measure for
studying fertility changes during short time intervals.
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Table 8: TOTAL FERTILITY RATES OF INDONESIA BY PROVINCE/REGION, 1965-1971

1973 Fer.ttlity- /3
Census Intercensal 1973 Fertility.. Mortality Surve) 1976 Indonesian
1971 /1 Survey I /2 Mortality Survey/3 Corrected Fertility Survey

(1967-7a (1967-70) (1965-70) (1965-70) (1967-71)/4

Jakarta 5.1 4.9 N.A. N.A. 5.9

West Java 5.9 5.8 6.6 6.1 5.0

Central Java 5.3 5.4 5.3/5 5.0 /5 5.3

Jogjakarta 4.7 4.7 N.A. N.A. 4.4

East Java 4.7 4.7 5.0 4.4 4.6

Java-Madura 5.2 5.2 5.5. 5.1 5.3

Bali 5.8 5.7 5.9 5.8 5.8

Java & Bali 5.3 5.2 5.5 5.1 5.3

Kalimantan 5.8 6.1 N.A. N.A. N.A.

Sulawesi 5.9 6.2 6.4 N.A. N.A.

Sumatra 6.4 6.6 7.1 N.A. N.A.

Indonesia 5.5 5.5 5.9 N.A. N.A.

/1 See Central Bureau of Statistics, Estimates of Fertility and Mortality
in Indonesia based on the 1971 Population Census, 1976, pg. 1-12.

/2 !.stimates obtained by application of the "own-children" method.
Figures provided by th.e Central Bureau of Statistics

13 See IcDonald, Yasin & Jones, Levels and Trends in Fertility and Childhood
-lortality in Indonesia, 1976, pg. 50. Revised estimates multipLies.
estimated age specific marital fertility rates (pg. 34) by proportion of
w:omen currently married, as obtained from 1971 CensUs.

/4 1967-71 estimates obtained by multiplying 1967-71 age specific marital fertility rates by
proportion of women currently married by age as obtained from 1971 Census.

/5 1brtility-Mortality Survey estimate for Central Java incJludes Jogjakarta.
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a little higher than that of West Java. Sumatra recorded the highest rate
indicating that on an average, a woman from the island exposed to child-
bearing throughout her reproducti-ve life was bearing 6.5 children, which was
two children higher than that for East Java. Women in the West of Java
bear 1.5 children more than women in the East.

The pattern of fertility during the late sixties in Indonesia can
be described as an "early marriage, high fertility" pattern. In a country
with late marriage and low fertility, child-bearing tends to be concentrated
heavily at ages 20-34 and especially in the age group 20-29. This is not
the case in Indonesia, where fertility rates are quite high at ages 15-19
and 35-39. It is common for a woman's child-bearing life to be spread over a
20-year span or longer.

The regional variations in fertility are highlighted by the
patterns of age-specific fertility rates. The Javanese pattern of early
marriage results in a higher fertility rate at ages 15-19 in East Java than
in Sumatra, despite much lower total fertility. Fertility at the very young
and older child-bearing ages constitutes a fairly large proportion of total
fertility (Table 9) in both urban and rural areas of all regions.

Modernizing influences have been affecting the pattern of repro-
duction even prior to the 1970's. According to the findings of the 1973
Fertility-Mortality Survey, the fertility rate at ages 15-19 appeared to have
declined in every region except rural West Java, a decline clearly linked
with a rise in the average age at marriage. as well as at ages 35-44 in most
urban areas. The observed trends, a decline in fertility at the youngest and
oldest child-bearing ages, more pronounced in urban than in rural areas, are
fairly typical of countries entering the early stages of a transition to
lower fertility rates.

Urban-rural differentials in fertility were rather pronounced even
by 1967-70. The total fertility rate for urban and rural areas for major
provinces and regions given in Table 10 show an excess of 0.6 children for
rural women in Java-Madura as compared to urban women. Differences of this
order were also found among women living outside Java. The specific fertility
rates for urban and rural areas given in Table 9 show earlier, longer and more
frequent production in rural areas.

Mother's education, especially to high school or university level,
was found to have lowered fertility during 1967-69 (Table 11). In the whole
of Indonesia, women with university education had on average 2.6 children
fewer than those with elementary school education on completion of their
reproductive life. Women with high school education had 0.7 children fewer
than women with elementary education.

A feature of the relationship between fertility and level of
education of women is that women with no schooling had much lower fertility
than those with elementary education and somewhat lower fertility than those
with high school education (Table 11). Higher marital disruption, longer



Table 9: ESTIMATED AGE SPECIFIC FERTILITY RATES FOR URBAN AND RURAL MREAS
BY MAJOR ISLANDS IN 1967-70

15-19 20-24 23-29 30-34 35-39 40-44 45- 49 Total Fer,t11ity Rate

Java-M1adura Urban 117 250 251 187 104 40 10 4.7,Ur1 176 282 257 193 111 48 14 5.3

SugaLtra Urban 97 289 329 268 161 65 16 6.0
f.ural 169 332 324 259 1 r7 70 21 6.6

2ul av:es i Urban 97 244 271 222 125 52 14 5.1
Rural 13G 299 304 248 153 75 27 6.1

indonesia Urban 115 263 270 207 118 47 12 5.1
Rural 167 293 275 213 126 57 12 5.7

Scurce: Estimates of fertility and mortality in Indonesia 1976 Central Bureau of Statistics.
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Table 10: ESTIMATED TOTAL FERTILITY RATE
FOR URBAN AND RURAL AREAS BY PROVINCE/

REGION, 1967-1970

Urban Rural

Jakarta 5.1
West Java 5.5 6.0
Central Java 4.4 5.4
Jogjakarta 4.1 4.8
East Java 4.1 4.8
Java-Madura 4.7 5.3
Bali - 5.9
Kalimantan 5.6 5.9
Sulawesi 5.1 6.1
Sumatra 6.0 6.6
Indonesia 5.1 5.7

Source: Estimates of Fertility and Mortality in
Indonesia 1976 Central Bureau of
Statistics.

Table 11: ESTIMATED TOTAL FERTILITY RATES BY EDUCATION
OF WOMEN BY MAJOR ISLANDS, 1967-1969

Elementary High
No Schooling School School University

Java-Madura 5.0 5.8 5.3 3.7
Sumatra 6.3 7.0 6.4 3.5
Kalimantan 5.7 6.3 5.8 2.5
Sulawesi 6.0 6.5 5.2 2.9
Other Islands 6.5 6.8 5.9 3.6
Indonesia 5.3 6.2 5.5 3.6

Source: Estimates of Fertility and Mortality in Indonesia 1976, Central
Bureau of Statistics.
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voluntary postpartum abstinence and lower fecundity have been shown to be
associated with this feature. 1/

The differential pattern of fertility among women belonging to
various educational or economic groups hinges on the degree to which
women's exercise of voluntary control will augment or counteract the
differentials that change in cultural practices and in health and diet
conditions are likely to bring about on their fertility.

The Fertility-Mortality Survey brought out a feature which
could significantly affect future trends in Indonesian fertility, namely
the relatively high percentage of women who remained childless in some
regions. Childlessness was most common in East Java, followed by Central
Java, West Java anad Bali as a group, and then Sulawesi and Sumatra. The
incidence of childlessness in East Java was around 16% among women who
had nearly completed child-bearing age, Rural Sulawesi and Sumatra recorded
the lowest degree of childlessness, around 6 to 8%. In the Indonesian
situation of early and near universal marriage and strong desire to have
children, childlessness implies sterility or sub-fecundity of one or more
marriage partners.

To summarize, by world standards, very high and largely uncontrolled
fertility was characteristic of large parts of Indonesia prior to 1970. In-
creasing age at marriage led to a reduction of fertility in the ages 15-19
during the sixties; however, this decline was offset by a rise at ages 20-24.
Urban and rural differentials had emerged, and were characterized by later,
shorter, and less frequent reproduction in urban areas. Women's educational
status helped to lower fertility only at higher levels of education. Women
with elementary school education tended to have more children as compared
to women with no schooling showing that elementary education per se could
not help to lower fertility. In some regions, particularly East Java, there
was evidence of higher sterility and/or sub-fecundity among couples than is
commonly found.

(2) Estimates of Fertility in the Early 1970's

The Intercensal Population Survey provides a basis for estimating
fertility and birth rates through the use of several types of data and
analytical techniques. However, a large part of the information available
has yet to be analyzed. The age-specific fertility rates and total fertility
rates for provinces in Java and major provinces Outside Java as estimated
the "own-children's method" for the periods 1967-70 and 1971-75 are given
in Table 12. According to these figures the total fertility rate for Java-
Bali during 1971-75 was 4.9, showing a decrease of 7.5% from the level of

1/ Terence H. Hull and Valerie J. Hull (1977), "The Relation of Economic
Class and Fertility: An Analysis of Some Indonesian Data," Population
Studies, Vol. 3, No. 1, pp. 43-57.



Table 12: ACE-SPECIFIC FERTILITY RATES OF INDONESIA BY PROVINCE IN JAVA/REGION 1967-70 AND 1971-75 /

Province/Region 15-19 20-24 25-29 30-34 35-39 40-44 45-49 TFR

Jakarta 1967-70 140 266 268 198 110 41 12 5.1
1971-75 107 241 252 185 113 46 12 4.8

West Java 1967-70 2C8 305 280 Zil 119 SO 14 5.9

1971-75 164 285 271 211 119 59 19 5.6

Central Java 1967-70 144 284 265 199 115 47 12 5.3
1971-75 119 261 244 187 112 59 11 4.9

Jogjakarta 1967-70 68 253 252 199 117 48 14 4.7
2971-75 66 215 237 194 110 57 15 4.5

East Java 1967-70 149 246 225 169 96 45 14 4.7 1
1971-75 125 229 206 155 88 44 17 4.3

LA

Bali 1967-70 134 298 300 229 137 67 26 5.8
1971-75 98 255 260 203 127 71 32 5.2

Java-Bali 1967-10 162 275 256 192 110 48 14 S.
1971-75 130 254 240 183 106 51 16 4.9

Kalimantan 1i67-70 158 288 286 223 131 69 23 5.8

1971-75 129 269 278 215 134 71 26 5.6

Sulawesi 1967-70 129 289 298 244 148 71 25 5.9 a
1971-75 112 274 299 239 156 78 25 5.9 . x

Sumatra 1967-0 154 324 324 260 157 69 20 6.4 °h
1971-75 123 305 298 246 149 73 25 6.1 4

Indonesia 1967-70 155 286 273 211 124 55 17 5.5 -

1971-75 127 265 256 199 118 57 18 5.2 D

/1 The figures for 1967-70 were obtained by using the 1971 census data. Those for 1971-75 were obtained
fromn the data obtained by the Intercensal Population Survey.

Source: Central Bureau of Statistics (unpublished).
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5.3 during 1967-70. 1/ The decline for the whole of Indonesia during this
period was 5.4%, indicating only a slight decline outside Java-Bali. Within
Java-Bali, the declines were 4% in Jogjakarta, 5% in West Java, 6% in
Jakarta, 8% in Central Java, 9% in East Java and 10% in Bali.

The age-specific fertility rates given in Table 12 are subject to
errors in age-reporting and changes observed in these rates cannot be
accepted without reservation. However, consistent decline in the specific
fertility rates for age-groups 15-19 between 1967-70 and 1971-75 observed in
all parts of Indonesia draws attention to further increases in age at
marriage which had been occurring over the last two decades. The Singulate
Mean Age at Marriage for females as estimated from the 1971 Census and the
Intercensal Survey Phase I showed an increase in all provinces of Java-Bali
(Table 13). The increase was 0.3 and 0.6 years in Jogjakarta and Bali
where the mean age at marriage of females was already on the high side.
Oakarta, West Java, and East Java recorded an increase of one year, while
the mean age at marriage for Central Java increased by 0.7 years.

Increases in age at marriage affect the age marital patterns
particularly in the younger age groups. The Intercensal Population Survey
Phase III, viz the Indonesian Fertility Survey, showed that proportions of
currently married women in the 15-19 and 20-24 age groups of Java-Bali were
markedly lower in 1976 than in 1971 (Table 14).

Since in countries like Indonesia, it is rare for children to
be born out of wedlock, the 7.5% decline in fertility which, as observed
above, occurred in Java-Bali between 1967-70 and 1971-75 should be accounted
for by two factors, (1) changes in the proportion of currently married women
and (2) changes in marital fertility. A procedure to partition the effects
of these factors has been proposed by Ansley Coale. 1/ Following this proce-
dure, fertility declined to 91.4% of its value between 1967-70 and 1971-75.
If marital fertility had remained unchanged between these two periods, the

1/ The specific fertility rates corresponding to the total fertil-
i-ty rat* of 4.9 gives an average birth rate of 36.8 per 1,000
during 1971-75 for Java-Bali. This is in close agreement with the
estimate of 36.6 obtained by Chandrasekaran (op. cit.).

2/ Ansley J. Coale, "Factors Associated with the Development of Low
Fertility: An Historical Summary," United Nations World Population
Conference 1965, Vol. 2, pp. 205-209. Using the terminology given
in this paper, If, Im and Ig for the period 1967-70 were found to be
.442, .750 and .589 respectively (the Im value refers to 1971). The
If, Im and Ig values for 1971-75 were .404, .725 and .557 respectively.
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Table 13: SINGULATE MEAN AGE AT MARRIAGE FOR FEMALES

Intercensal
1971 Census Population Survey

West Java 17.7 18.7
Jakarta 20.4 21.5
Central Java 18.9 19.6
Jog akarta 21.7 22.0
East Java 18.5 19.4
Bali 21.8 22.4

Source: Central Bureau of Statistics (unpublished).

Table 14: AGE SPECIFIC FERTILITY RATES USED IN MAKING
POPULATION PROJECTIONS

Age Group Java Outside Java
1.971 1976 1986 2001 1971 1976 2001

15-19 140 121 94 67 142 119 87
20-24 245 234 182 130 286 287 209
25-29 243 220 171 122 302 292 213
30-34 182 168 131 93 241 237 173
35-39 120 97 75 54 160 146 106
40-44 51 46 36 26 79 73 53
45-49 19 14 11 8 30 26 19

Total Fertil.ty
Rate 5.0 4.5 3.5 2.5 6.2 5.9 4.3

Note: The rates refer to the 12 month-period centered at the end of
the years indicated above.

Source: Central Bureau of Statistics.
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fertility level in 1971-75 would have declined to 90.6% of the 1967-70
level, owing to a change in the proportion currently married. If, on the
other hand, the proportion currently married had remained unchanged and
marital fertility alone had changed, fertility during 1971-75 would have
been 94.6% of the 1967-70 levels. On this basis it can be stated that
about 38% of the decline in fertility between 1967-70 should se attributed
to changes in the proportion currently married and the remaining 62% to
changes in marital fertility. A supportive finding, although not on
equally firm demographic footing, was made by an unpublished analysis made
by the Central Bureau of Statistlcs. This analysis showed that fertility
declined by 15% between 1971 and 1976. Thirty percent of this decline was
attributable to changes in marital patterns and the remaining 70% to
changes in marital fertility. Based on the above findings fertility in
Java and Bali as given by the total fertility rate declined by an average
annual rate of 2% between 1971 and 1976 owning to changes in marital
fertility.

The National Family Planning Program began to be implemented
vigorously in 1970, in the provinces of Java and Bali. The number of new
acceptors recruited annually increased rapidly from 53,000 in 1969-70 to
1,979,000 in 1976-77. The target for 1977-78 was 1.98 million, and indica-
tions at the end of January 1978 were that this target would certainly be
reached. In terms of married women aged 15-44 years, the acceptors recruited
annually increased from 5 per 1,000 in 1969 to 137 per 1,000 in 1976-77.

The increase in the number of acceptors in Java-Bali was obtained
at the expense of popularising the pill method which has less consistent
use as compared to IUD which was the most popular method at the beginning
of the national program. 1/ Nevertheless, there has been a continuous in-
crease in current users and, as estimated by BKKBN, the per,-entage of married
women aged 15-44 who were currently using a method increasec from 7.8 in
1972-73 to 24.1 in 1976-77 in Java-Bali. Such an extent of use around 1976
is corroborated by the information obtained in the IndonesiEn Fertility
Survey. The decline in marital fertility in Java-Bali obset.ved between
1971 and 1976 should be attributed largely to the operation of the national
family planning program as, according to the Indonesian Fertility Survey,
84% of the couples using any method of contraception in 1976 were using
"modern methods," and 88% of those using "modern methods" had obtained
these methods from the program.

In 1974-75 the national program was extended to 10 provinces in
Outside Java. The response from these islands has been encouraging
and by January 1978, it was estimated that 8% of married women aged 15-44
were currently practising a contraceptive method obtained through the
program. The Government's intention to extend the program to the remaining

1/ In 1969-70 the percentages of acceptors who took to the different methods
were oral 27.5, IUD 54.7 and condom 17.9. In 1976-77 the percentage were
66.8, 18.4, and 12.9 respectively. Two percent of acceptors in 1976-77
accepted other methods such as injectables.
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provinces, with 10% of Indonesia's population, in the third five-year.
(1979-84) plan will make the program a truly national program.

(3) Fertility Trends in the Future

Indonesia's family planning program has been outstanding in its
achievements. A strong political commitment, implemented by a well-organized
administrative system reaching from the center down through successive
levels to the village level has been responsible for abotut 28% of married
women in the reproductive age-group now practising modern methods of contra-
ception.

What of the future? The long-term aim of the family planning
program is to reduce Indonesia's fertility by 50% by the year 2000. A short-
term goal of fertility decline has been set in terms of contraceptive preva-
lence rates to be attained by 1983-84. I/ These are 35: for Java-Bali, 25%
for the other 10 provinces to which the program was extended in 1974-75 and
15% for the remaining provinces which will be brought into the program in the
third five-year plan. The achievements made so far lend justification to the
view that the short-term goal is realizable. Such realization will lead to
a total fertility rate of 3.5 by 1983-84 for Java-Bali and to an avrerage of
5.0 in other provinces. In contemporary life, Korea reduced its total
fertility rate from 6.3 in 1955-60 to 3.9 by 1970-75 and Indonesia's program
has been making even a greater impact than that made by the Korean program
in its initial phase. 2/

The long-range goal implies a total fertility rate of 3.2 for the
whole of Indonesia by the year 2000, with the rate for Java-Bali of 2.6.
The prospect of every woman in Java-Bali producing on an average only 2.6
children in the course of her reproductive life is alluring but such low
levels of reproduction have been recorded only in "Western" countries and
Japan, and in city-countries such as Singapore and Hong Kong. Low levels
of reproduction require a change in traditional attitudes towards fertility
behavior and have often been accompanied with low mortality levels, high-
degree of urbanization, and high degree of modernization, along with high
standards of living. In addition, the means by which fertility control is
achieved have included, not only the use of contraceptive methods but
also the practice of sterilization and abortion.

Those behind the family planning program in Indonesia are aware
of the complexities and problems that are likely to arise in working
towards reaching low fertility levels. Already there are attempts to in-
tegrate family planning with other developmental efforts. The program is
becoming increasingly community-oriented and the aim is to make it a
"village" and "hamlet" based people's movement. Acceleration in trends
towards improvement of public health and particularly of infant and
children, raising the educational, economic and social status of women and

1/ Faster declines in fertility are now being consideree.

2/ Kap Suk. Koh and D.J. Nichols, "Measurement of the Impact of ter National
Family Planning Program on Fertility in Korea: 1960-65," Journal of
Family Planning Studies, Vol. 4, November 1977.
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increasing the general well-being of the population are some of the ways
in which the "small-f emily" norm is likely to take shape in the Indonesian
community. Development of such norms and adaptability to use modemn
methods of fertility control devices as they become available, are pre-
requisites to reaching the low levels of fertility that are envisaged for
the turn of the century.

D. Population Projettiig 41971-I9976 t6 1996-2001

Several projections of Indonesia's population have been made since
the 1971 census. Iskander made a set of four projections for the period
1971-2001 using one assumption for mortaliLy change and a set of four alter-
native assumptions for fertility change. 1/ Leknas-Lipi made a set of eight.
projections for 1970-2005 using all possible combinations of two alternative
trends for fertility, two alternative trends for interregional migration
and two alternative trends for urbanization, within the ten regions into
which the country was divided by Bappenas. 2/ These projections and several
others were made before the 1976 Intercensal Population Survey was undertaken.
Although the data obtained from this survey have not been fully tabulated or
analyzed, one of the findings makes it necessary to re-examine the assumptions
made in previous projections and make fresh attempts to project Indonesia's
population. The survey gave a population growth rate of about 2.0% per annum
between 1971 and 1976, whereas the growth rate for the period as given by
Iskander was 2.5%. Leknas' projections gave a growth rate of 2.3% to 2.4%
for 1970-75. The fertility and mortality levels for the early seventies
assumed in the post 1971 census projections, therefore, require reconsideration.

(a) Mortality and Fertility Levels in the early 1970's

(1) Mortality Level. In the absence of a reliable routine level
statistics registration system, mortality levels during the late sixties
had to be estimated. The method most often used in Indonesia is the Brass
technique which utilizes the data provided by a census or survey on the
number of childrern born and the number of children surviving for women in
different age-groups. 3/ The mortality estimate as obtained from such data
given by the 1971 census was West Model Life Table Level 12, equivalent to
an expectation of life at birth of 47.50 years for females and 44.62 years

1/ Iskander, N.,"When Z.P.G. in Indonesia?,Universitas Indonesia, Fakultas
Ekonomi, Lembaga Demografi, Jakarta, Indonesia.

2/ Population Projections for Indonesia, according to Bappenas regions,
Vol. II, Leknas Lipi, Jakarta, 1976.

3/ United Nations 1967 Manuals on methods of estimating population,
Manual IV, Methods of Estimating Basic Demographic Measures from In-
complete Data, Chapter VII, Examples of estimates based on questions
about fertility and mortality, pp. 73-75.
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for males. 1/ This level is likely to be on the high side because of the
tendency for the census to underestimate deaths occurring in the past.
Leknas found that Life Table Level 10, implying an expectation of life at
birth of 42.5 for females and an expectation of life at birth of 39.7
years for males for the period 1965-70 along with other reasonable assump-
tions could explain the population growth between the 1961 and 1971 censuses.
In making population projections Leknas assumed an overall mortality level
12 for the period 1971-1975 and in justification stated "Both Iskander and
the Central Bureau of Statistics have assumed that level 11 best approximates
mortality prior to 1971."

Analysis of the data given by the Intercensal Survey along with
those given by the 1971 census indicates that the Indonesian adult female
mortality during 1971-75 corresponded to a Life Table Level 12 (expectation
of life at birth 47.5 years) while the male adult mortality was higher and
corresponded to a Life Table Level 11 (expectation of life at birth 42.12
years). The analysis further found that the mortality rate was higher Out-
side Java than in Java, with differentials in death rates between the sexes
also being more marked Outside Java than in Java. 2/ The female adult
mortality in Java corresponded to a Life Table Level of 12 in Java (expecta-
tion of life at birth 47.5 years) and 11.5 Outside Java (expectation of life
at birth 46.25 years). The male adult mortality corresponded to level 11.3
(expectation of life at birth 42.87 years) and level 10.2 (expectation of
life at birth 40.2 years) in Java and Outside JavaL respectively.

(2) Fertility Level. The total fertility rate for 1967-70 as
estimated by the "own-children" method from the data provided by the 1971
census was 5.3 for Java-Madura, 6.3 for Outside Java and 5.5 for the whole
of Indonesia. The rate for 1971-75 as estimated by the "own-children"
method from the data provided by the 1976 Intercensal Survey was 4.9 for
Java-Madura, 6.1 for Outside Java and 5.2 for the whole of Indonesia. The
total fertility rate for mid-1971 to mid-1972 for Java is 5.0 and for Out-
side Java is 6.2 The specific fertility rates associated with these total
fertility rates are shown in Table 14.

(b) Assumptions used in Making Population Projections

(1) Java and Outside Java. The projections were made separately
for Java and Outside Java, assuming no population interchange between these
two areas because of migration.

1/ United Nations, op.cit., Annex I Model Life Tables, pp. 81-04. An
increase of one level corresponds to an increase of 2.5 years in the
expectation of life at birth of females and a slightly smaller in-
crease in the expectation of life at birth of males. For the same
level the expectation of life of females at birth is higher than that
of the males by about 3 years in the range of life table levels now
applicable to Inclonesia.

2/ Chandrasekaran, op. cit.
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(2) Base population. The base populations used for Java and Out-
side Java were of December 31, 1971. The populations as of this date were
estimated using the 1971 census (September 24, 1971) populations, and a
growth rate of about 2% per annum. As the census population used excluded
about 860,000 persons (estimated Rural West Irian population 772,564,
67,725 homeless persons and 24,270 "erroneous persons"), the base popula-
tion could be in defect by 7 per 1,000 persons. 1/ The age distribution
as graduated by LELQJAS was 4depted, The sex-age distributions of the base-
populationsa are glVen in Table 15,

(3) Mortality assumptions. Analysis of the data of the Inter-
censal Population Survey gave the estimate of adult mortality of females
in Java as of level 12 (expectation of life at birth 47.5 years) and tutside
Java as of level 11.5 (expectation of life at birth 46.25 years). The
usual practice has been to assume that childhood mortality levels and male
adult mortality levels are reflected by the life tables appropriate for the
females. Hence, although there was reason to believe that male expectation
of life was lower than that expected on the basis of the female expectation
of life both in Java and Outside Java, it was not felt necessary to make
any adjustments on this account, until additional evidence to substantiate
these findings is available.

In respect of future trends in mortality, the following two sets
of assumptions were made:

Rapid decline in mortality

Java. The expectation of life of females was assumed to increase
by 5 years during each 5-year period between 1971-76 and 1981-86 and by
2.5 years during each 5-year period between 1981-86 and 1996-2001.

Outside Java. The expectation of life of females was assumed to
increase by 5 years during each 5-year period between 1971-76 and 1981-86,
by 3.75 years between 1981-86 and 1986-91, and by 2.5 years during each
5-year period between 1986-91 and 1996-2001.

The trend in the male expectation of life was assumed to be
given by the trend in the model life table applicable to the females.
Under these assumptions the differential in the expectation of life of
females between Java and Outside Java which existed in 1971-76 will cease
to exist after 1986-1991. So will the differential among males.

An increase in expectation of life of 5 years during a five-year
period assumed betwen 1971-76 and 1981-86 is on the high side. Such an

1/ No adjustment has also been made for undercount in the 1971 census
estimated to be 2.5% in rural areas and 4.0% in urban areas or 2.8%
in the total population, as the reliability of these estimates are not
knownn.
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Table 15: SEX AND AGE DISTRIBUTIONS OF 1971 YEAR-END POPULATIONS
(000's)

Java Outside Java
Age Group Male Female Male Female

0-4 6,089.9 6,106.1 3,690.7 3,684.8

5-9 5,368.8 5,310.2 3,123.1 3,122.5

10-14 4,595.4 4,561.0 2,666.0 2,581.5

15-19 3,747.3 3,843.1 2,274.8 2,332.3

20-24 2,563.0 2,856.0 1,651.9 1,684.8

25-29 2,503.2 2,703.9 1,452.1 1,312.0

30-34 2,641.4 2,852.1 1,483.9 1,356.8

35-39 2,439.7 2,446.3 1,086.4 1,075.6

40-44 1,995.1 2,036.7 916.3 941.4

45-49 1,628.9 1,685.5 761.1 815.8

50-54 1,259.1 1,396.8 661.2 690.1

55-59 930.3 1,100.3 506.0 551..7

60-64 694.9 885.7 399.7 423.9

65+ 900.4 1,236.8 591.1 726.3

TOTAL 372357.4 39,020.6 21,264.2 21,299.3

Source: Central Bureau of Statistics.
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increase was noted to have occurred between 1''65-70 and 1970-75, although
it should be recognized that health conditions in the sixties had deterio-
rated and a recovery took place only after 1968.

Moderate decline in mortality

Java. The expectation of life at birth of females was assumed to
increase by 2.5 years during each 5-year period between -- 1-76 and 1996-
2001.

Outside Java. The expectation of life at birth of males was
assumed to increase by 2.5 years during each 5-year period from 1971-76
to 1981-86, by 3.1 years during each 5-year period 1981-86 to 1991-96, and
by 2.5 years between 1991-96 and 1996-2001.

The trend in the male expectation of life was assumed to be given
by the trend in the model life table applicable to the females.

Under .hese assumptions, the differential in the expectation of
life of females 'between Java and Outside Java which existed in 1971-76
would cease to exist after 1991-96. So would the differential among males.

The expectations of life for each quinquennial period 1971-76
to 1996-2001 implied by these assumptions are shown in Table 16.

(4) Fertility assumption. Only one set of assumption was made
in respect of trenes in fertility in Java and Outside Java, as follows:

Java. The total fertility rate was assumed to decline linearly
by 30% between 1971 and 1986, and by 50% between 1971 and 2001. Specific
fertility rates were also assumed to decline linearly between 1976 and
1986, and 1986 and 2001.

Outside Java. The total fertility rate was assumed to decline by
30% between 1971 and 2001. The specific fertility rates were assumed to
decline linearly between 1976 and 2001.

The total fertility rate and specific fertility rates resulting
from these assumptions for the key years are shown in Table 14. The decline
in fertility assumed above is somewhat less than the national goal of
reducing fertility by 50% by the end of the centtury.

(5) Migration. No migration between Java and outside Java is
assumed. The migration component can be introduced at a later stage.

(6) Sex ratio. Sex ratio at birth is assumed to be 105 male births
to 100 female births.

The projections are presented in Tables 17(a) to 17(d).
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Table 16: MORTALITY DECLINE ASSUMED IN MAKING POPULATION PROJECTIONS

1971- L976- 1981- 1986- 1991- 1996-
1976 L981 1986 1991 1996 2001

Rapid decline

Java Level'1  12 14 16 17 18 19
Expectat.ton of life at
birth

Femalee; 47.5 52.5 57.5 60.0 62.5 65.0
Males 44.62 $9.47 54.15 56.47 58.85 61.23

Outside Java Level /1 11.5 [3.5 15.5 17 18 19
Expectation of life at
birth

Fer,ales 46.25 51.25 56.25 60.0 62.5 65.0
Males 43.37 48.29 50.65 56.47 58.85 61.23

Moderate decline

Java LevelLi 12 13 14 15 16 17
Expectation of life at
birth

Females 47.5 50.0 52.5 55.0 57.5 60.0
Males 44.62 47.11 49.47 51.83 54.15 56.47

Outside Java Level/i 11.5 12.5 13.5 14.75 16 17
Expectation of life at
birth

Ferlales 46.25 48.75 51.25 54.38 5,150 60.0

Males 43.37 45.87 48.29 51.24 54.15 56.47

/1 "West" Model Life table: Annex I Methods of Estimating Basic Demographic Measures
from Incomplete Data, Manual IV. Manuals of estimating population ST/SOA/Series A/42
United Nations, New York 1967.



Table 17(a,): POPULATION PROJECTIONS FOR JAVA: RAPID DECLINE IN MORTALITY/I

JAVA I RAPID DECC.INE MORTALITY (POP i!d TIHOUJSANDS)
I971 1976 1981 1986 1991 1996 20015.TjT-TF U,750 0.253 3,7A0 3,3hO 2.987 2,655

GQR 2.317 2.075 1,684 1.639 1.457 1,295
N.R I6b22 I.157 1,507 1,383 1 2b7 1.158

E(01 FEMALES 47,50 52 50 57,50 60.00 62.50 65.00
EtOl MALES U.U52 49.56 5o,io 5b.47 58.84 61.23

IJF 40oT FE4AL13 11I71 105A44 81.77 70,66 60.04 U9,94
1"F HORT mALES 155.37 124.53 98,57 8b.21 74,30 62.7

FEMALES
'CE 1971 1976 1981 1986 1991 199b 2001
0 b6b0.1 5824,5 610S.4 6510,0 6656,7 6588,1 b381.9
5 5110.2 5722.6 5555.5 5958,6 6303,8 6523,T 6090.2

10 0561.0 5195.8 5629,2 5090,0 5900.0 6293.9 6h83,9
15 3840,1 0060.2 slob's 5558,5 5322,4 Se49,9 6251.3
20 2856.0 31732.5 U357.3 5019,2 5478,1 5367,3 5793,5
25 2703,9 2758,0 3b28.4 4266.1 u930,0 539b.9 5302,6
30 2552,1 2598.9 ?b71,0 3541.5 4176.8 4'585,2 5320,8
35 2406.3 ?727,6 aSo0,7 2597.7 3057.7 409406 47bU.2
40 2036,7 2327,5 26b8.8 2U27.2 2525.5 3374,4 4010,9
45 1685a5 1925 3 2220.6 2519,5 230,.7 2409.2 3 A5II
5O 1396,8 1571.4 1613,6 2111.1 240602 2249,2 2359,7
SS 1100,3 1272.0 1449,3 1691,4 1979,7 2268.8 2132,2
60 635,7 963,3 1132,3 1308.9 1538,6 1813,9 2093,6 165 4J5,6 729.2 810,4 970,6 1132,5 1343.8 1599.0
7o 363.7 363.7 561.0 b38,2 773,4 913.1 1096.3
75. 387.5 387,5 403,0 559,7 692,7 861,3 1055.1
TOT 39020,5 42560,0 46618.4 51168;7 55771.2 60233,7 64421,0

MALES
AGE 1971 1976 1981 1986 1991 1996 2001
0 6089,9 5954,8 %330,2 6716,4 6875,8 6814,0 6609,6
5 5368,8 S698,b sb73,7 6112,5 6526,6 6720.2 6695.2

10 4595.4 S259.6 5609,3 560S,5 609.95 6470,0 6672,4
i5 3747,3 4 500 4 5173 3 5536,7 5502,3 5990,9 6417.2
20 2563.0 36S7,4 4393,5 5075,4 5444.7 5462,5 5917,6
25 2503,2 2470,4 3531,3 4292,1 4973.0 5350,1 5382.2
30 2601.4 2401,5 ?389,8 3440,8 4196.4 4878,0 5264,2
35 2439,7 2516,2 2309,8 2317.8 3350,3 atOl,S O76a,9 .9
40 t995.1 2299,8 2398,7 2223,1 2241.0 3253,7 4000,2 ( M45 1628,9 185U,7 2lbS,1 2282.1 212b.0 2153.9 3102,6 w X
SO 1259,1 148331 1712 9 2023 3 2145,1 20I0,0 2007,9 4
SS 930,3 1111,9 1331,2 15C,0 1852,6 1977,2 18bu,7 o
bO 694,9 784,1 955,2 tll6S 1370,1 1602,0 176b,3
6S 37S,4 545,5 630.1 782.3 9bO,5 114u,2 1384,4
70 2b7.5 267,5 396,7 468,9 589.1 732,0 862,5
7S 250,S 254,5 2646 360,3 452,7 578,7 738.6
TOT 37357,4 41040,0 4S265,4 409S6,9 54b95,8 59278,9 b3571.1 0

GRQAO TOTAL 76377.9 63600,0 9t883,8 101125,6 110467,0 119512,7 127992,0 (J

BIRTH RATE 35,6 33,0 30,7 28.2 25,3 22,4
DEATH rATE 17.5 14,0 tt.S 10.5 9,5 8.7
,POP iNcRIAsE 1,1 st,9 19,2 17.7 15,7 13,7

/1 Explained in the text.



Table 17(b): POPULATION PROJECTIONS FOR OUTSIDE JAVA: RAPID DECLINE IN MORTALITY /-

OUT1310 JAVA I RAPID DECLINE MORTALITY (POP IN THOUSANDS)
1971 1976 1981 1986 1991 1996 20015.TDT:TF b,0L15 5.I82 S.3L1 5.0Ž: 0.720 0,036

GR 2,0qj0 2.772 2,605 2,449 2,302 2.164
N;R 2,007 2.05U 2.082 2,059 1,995 1,929

E(oj FE4ALES 46.25 51:25 56.25 60.00 62.50 *5.00E(0 '4ALES 43.32 48.34 52,90 56,07 55,80 61,23

I4r MDoT FE4ALE3 138.92 111t90 87.5, 70,66 b0o0s 49,90INF MIRT MALES lb3.51 131.98 10U,97 8b,21 74,30 62.87

FEMALES
AE 1971 1976 1981 1986 1991 199b 2001n 3680. 3852.0 4U24,5 5078,6 5691.2 6212.6 6744,6
S 3122,S 3437,9 3bS8,0 0268,4 4946.7 5577.6 6120,310 2581.5 3051.0 3377,2 3610.9 '226.7 0909,7 55U3,5is 2332.3 2521.0 2995.0 3331,1 3573.0 0190,5 4876.520 ; 684 2261i3 ; 059.5 2i93q9, 3282.9 3530.2 4150.1

25 1312.0 Ib23,7 2195,0 2U03,9 2887,1 3230.2 3487,630 1356.8 1258.2 1569.8 2138.4 23510.7 2837,5 3188,635 1075,6 1294,0 1211.2 152S3,7 2087.8 2307.4 2790,100 9041, 1020.7 124001 1170.4 1081.3 2037.5 2260.1
05 015,8 887.5 971.7 1190.b 1130,6 1436.6 1983.6So 690,1 758,3 830,1 921,7 1137,1 1084g5 1380,1SS 551,7 b2b,1 697,3 775,7 8b463 1072,2 1o28,abO 42029 US006 555,3 627,5 705,6 791,9 969,363 28583 346,7 402.0 473,7 502.9 616,3 698,170 21Q.1 21401 265,2 315,0 177,5 437,8 502,87S. 223,9 223,9 233.5 280,7 343,9 423,0 510,9TVT 21299.S 23857,9 270B9.8 31049.7 35S6353 10699,S 4025&,2

"ALE3
ACE 1971 1976 1981 198b 1991 1996 20010 3690.7 3933.7 454b*S 5235,0 s878,5 6025,6 698S53
5 3123,1 3438.2 3732,5 0376,1 5087,1 S745,5 63139610 2b6b60 30559 3380.7 36A44 40331.0 5043,0 5704,715 22740, 2607,9 3002,8 3334.1 3b42,8 0289,0 S001,820 16S519 2204,6 25U2,0 2942,0 3278.6 3590.0 0236.5

25 !452,1 15A9,1 21166b 2479,9 2883.0 3221.7 3537b630 1083,9 1389,9 1534,1 2078.1 2U24,6 2827,9 3170,0
35 1086,4 i009,8 131337.. 1084,8 2023,5 2369,8 27740040 916.3 1020.9 13400. 1280,6 1435,7 1965,1 2311,3OS 761,1 6U888 958,3 1271.9 1224.7 1379.9 1898.0 °50 661,2 690.2 781.0 892.9 1195.6 t157.8 1311,955 50b,0 581.2 617,3 708,4 817,6 .1101,9 1074,2 O60 399,7 424.2 U97,2 536.5 623.0 724,6 984,465 250.8 311,6 339,1 405,3 443,7 520,3 611,170 175,8 175.8 225.2 25o,9 305.2 336,1 401,3 x75* 164,4 16404 171,3 211.3 249.8 306b2 357.9 ETOT 21264,3 23846,0 27139.b 31172,b 35844,3 41006,9 46673,5

GRAND TOTAL 42563,5 47704,3 5a229,4 62222,3 71479,5 51706,4 92931.7
BIRTH RATE 42,2 41,2, 40,0 38,2 35,5 33,7
DEATH RATE 19,4 15,6 12,5 10,4 9,1 7,9POP INCREASE A 22,8 25,7 27,5 27.8 26,8 25.8

/1 Explained in the text.



Table 17(c): POPULATION PROJECTIONS FOR JAVA: MODERATE DECLINE IN MORTALITY /-

JAVA 2 NOgORATE DECLINtiE ORTALITY (PP IN THOUSAODS)
TF19 1976 1911 190 191 t 1996 200t

s'rOTITF 0,750 0.253 3,750 3.360 2,967 2,655
CRO 2,317 2,075 1,844 1,639 1,457 1,2CS
NQR I,522 14 1.402 1,294 1.191 1,093

E.0o FEM4ALES 47,.S 5O504 S2,50 55.00 S7,SO 60,00
ECoi MALES 44.52 47.11 49,56 51,83 54.14 56,47

INP HIRT Ff4ALES 131,71 118l;3 105.48 91,39 81,77 70.,6
INF MORT MALES ISS.37 19 .42 124.53 111.36 98,57 86621

FEMALES
ACE 1971 197b 1981 t986 1991 199b 2001

0 610b61 S820.5 %025,1 6258,3 6372.0 6266,6 '010,2
5 5310.2 5722.6 5505,8 5170,8 6015,8 61b9,2 6106.3

10 45610, 519S58 5613.9 54t6,0 5666,6 S904,8 6109,0
15 38643.1 460,2 5094'1 5517.7 5333.0 SS95,4 S682.4
28 28sb40 1732,5 434s,6 4976,5 507.2 52414,5 S55,4
25 2703.9 27s8,0 l617,8 u220,5 0455,7 5294,1 515113
30 2852,1 2598,9 2661,9 3503,7 4107.7 4739,4 S185,7
35 2a06,3 2727,6 2497.0 256,5 3393.8 39,95, 4627*2
40 2036,7 2327,5 2607.5 2397,3 2475,7 3?8b.2 3884,g
0S 168S.5 1925,3 2211. 2488,0 2296,9 2361,9 317a.4
so 139b,8 1S71,4 1805.0 2082,9 2354,6 2183,7 2274,7
55 1100.3 1272,0 1440,9 1664,7 t931,7 219s,9 2047,6
60 68,7 963,3 1123,8 1262,6 1092, 1704,S 1997,5
65 45S,6 729.2 802,6 905,4 1089,2 1279,4 9509S5
70 363,7 363,7 SSt,04 617.S 735,8 85,7 1014,4
?5, 367,5 387,S 395,9 533,7 643,7 783.9 90S.1
TOT 39020,5 42560,0 46302,7 50223,1 SQ174,9 57962,2 610438.8

MALES
AGE I 1971 1976 1981 1986 1991 1996 2001

0 0608,9 595,68 6185,3 6431,0 6562,8 b6b0,9 6206.0
5 S536,5 5698,6 5626,9 5893,4 6175.7 6337,2 6282.2

10 4595,4 SS9,6 5597.2 5538,8 5812.0 6101,5 b271,5
15 1747,3 4500,4 5162,9 5505,4 Su5707 57366 6032,6
20 2563,0 3b37.4 4381,2 5040,3 5388,2 535o,o 5b1,S
25 2503,2 2470,'a 3518,6 4253,4 4908,8 5263.8 524,3
30 2b41,4 2001,s 2380,0 3004.1 Q129.8 4783,0 5146.0

5 2039,7 251t,2 2299.0 2289.2 3288,0 4005,4 0657,2 ¢ Z
40 1995,1 2299,8 2385.8 2191,5 2192.9 3164,6 3872,7 .X
45 1628,9 1854,7 2152,3 2246.0 2074,1 2086,3 302b,0A
50 1259,1 18U3,1 1701,9 1987,8 2066.6 1938,3 1961.1
55 930,3 1111,9 1321.7 1527,6 17961 1897,9 177,8
60 6Q9,9 784,1 947,3 1135,4 1322,4 1567,0 1b69,0
bS 3768, 545,5 623,7 761,2 921.0 1083.1 1296,0 °
70 2b7,5 2&7,- 391,8 453,S SS99 685.4 815,6
75, 255.s 254,, 260,1 344.1 421,6 527,9 662,2
TOT 37357,4 41040.0 44935,9 4900a,7 53097.7 56997,5 60S63,9 m

GCAwD TOTAL 76377,9 63600,0 91238,6 99231.8 107272,5 114959,8 122002,7

IIIRTW RATE 35.6 33.0 30,9 28,5 25.b 22.7

OEATN RATE 17,5 15.5 1 4.1 12.9 11,8 10.8
POP INCREASE I8,1 I7, ?I'S , 15 13,6 11,9

/1 Explained in the text.
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1SO?,Q2 1 3I.9 t11.9 7 402.6 IOSS.6 I234,b

DO09 7 a? U 2 4 2, 5 S3,fi6 59,;'i 6 Sq .9 ; ?2n3 3 C)3-1:. 335.2 393, 423491 57 a,6
t? 1 7 5 8 1 75.ii 22?. 1 2142 .2 2fid,b 3 5 5 3 0;;6
7; I b4 . 1 64, . 4. 20 i 3 231 .J 277 d 31 9, tD O
T.1T 2129,.3 2S346,.1 2 9 1't 4 30510,3 3464a,'4 39264,2 44279,6 E

GQAND rOTAL Y2sb3,8 47704.3 53800,2 bo927,o 69i28,4 78260,3 88231.0

35:T, RITE 42.2 ft :3 3a.3 3,.7 14.8
DEAT4 D:TE I ;.4 1 7.3 1tn 3316 w
Pop 22, 24 2?419 25.1 24,9 23.9

/1 Explained in the text.
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(c) Implications of the Projections

(1) Population Growth. Under the assumption of rapid decline in
mortality, the year-end population of Indonesia in 2001 will be 220.9 million,
while with moderate decline in mortality, the population size at that time
would be 210.2 million. Judged on the basis of the 1971 po.ulation, the
average annual rate of growth of Indonesia's population during the next 30
year period would be 2.1% under the assumption of rapid decline of mortality
and 1.9% under moderate decline of mortality.

In spite of the rapid decline of fertility assumed in these
projections, it is only in Java and under the assumption of moderate morta-
lity decline, that the rate of natural increase (no migration to outside
Java is assumed) will continually decline from 1971-76 to 1996-2001. In
case mortality declines rapidly in Java, the rate of natural increase will
increase slightly before taking a downward trend. The rate of natural in-
crease in Java will decrease from 1.8% per annum in 1971-76 to 1.2% per
annum during 1996-2001 under the assumption of moderate decline in morta-
lity. Wich rapid decline in mortality the rate will decrease from the 1.8%
level to 1.4% in 1996-2001. In %htsidb-javathe;rate ofInabtraLLU.
increase will tend to increase and then decline. However, the natural
increase rate during 1996-2001 will be higher than the rate during 1971-76,
showing that even the somewhat rapid decline in fertility assumed for Outside
Java will not be able to offset the acceleration which mortality decline
will contribute to the rate of population growth.

With the decline of fertility and mortality as envisaged in the
projections (and assuming no migration between Java and Outside Java),
Java's population size would be 45% to 50% higher in 2001 as compared with
the 1976 population size. For Outside Java the increase will be about 90%.

The chances are that natural increase alone will make the popula-
tion sizes of Java and Outside Java more similar as years roll by. With
an effort to increase the tempo of tiet migration between Java and Outside
Java, these areas might have equal populations by the end of the century.

It is very unlikely that the average rate of growth of Indonesia's
population will fall below 2% per annum and it is necessary that long-term
economic plans be developed on that basis.

(2) Age distribution. The age structure of Indonesia?s popula-
tion is likely to change drastically in the next 25 years. In 1976, 41%
of the population was in the age group 0-14; in 2001, 35% of the population
would be in that age group. The number of persons in the 0-14 group will
increase by 41% between 1976 and 2001, while the total population will
increase by 68%. This will result in a relative lessening of the demands
from children and youth in the whole of Indonesia. The decline of the
population in the younger age group will be more marked in Java than Out-
side Java. lowards the end of the century, 31% of the population of Java
would be found in the 0-14 age group; Outside Java, the proportion would
be 40%.
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Ihe anticipated diminution in the age group 0-14 will lead to
an increasc in the proportion of persons in the working age group 15-64. 1/
For In onesia the proportion will increase from 57.0% of the total popula-
tion in 1976 to 62.8% of the total population in 2001. During the period
1976 to 2001, the number of persons in the 15-64 age group will increase
at 2.5% per annum compared to about 2.0% per annum growth fkr the total
population.

In spite of a higher proportion of persons being in the 15-64
age group in Java (58.2% in 1976 and 66.3% in 2001), than Outside Java
(54.8% in 1976 and 57.8% in 2001), the number of persons in that age group
will increase less rapidly in Java than Outside Java. In the absence of
migration between the two areas, the average annual rate of increase
between 1976-2001 is likely to be 2.3% for Java and 2.9% for Outside Java.
With the expected trend in migration, this differential will become
exaggerated.

The dependency ratio, the ratio of the number of persons in the
0-S14 and 65 and over age groups to the number of persons in the 15-64 age
group, in Indonesia will diminish from 0.75 in 1976 to 0.59 in 2001.

(3) Stable population. The net reproduction rate during 1996-2001
for Java will be 1.16 on the basis of rapid decline in mortality and 1.09
on the basis of moderate decline in mortality. Comparative figures for Out-
side Java are 1.93 and 1.82 respectively. As such even by 2001 the fertility
and mortality conditions necessary for attaining stability in population
growth are not expected to be reached in the whole of Indonesia. There is
the possibility that such conditions would be reached in Java shortly after
the turn of the century, but even then, stable population size of about 360
million for the whole of Indonesia is likely to be reached well beyond the
year 2060.

(d) Present Projections in the Context of Some Others Recently Made

It is worthwhile examining the projections presented here with
those made by Iskander and Leknas to which reference has already been .
made. Iskander's projections have used lower expectations of life at birth
(level 11.5; expectation of life at b'irth of females 46.25 years) during
1971-76 than either the Leknas projections or the ones presented in this
Report. Leknas' projections used level 12.0 for 1970-75 (expectation of
life at birth for females 47.5 years) while the ones given in the Report
assume a level slightly below level 12 for 1971-76. The "moderate morta-
lity decline" made .Ln our projections is practically the same as the trend
assumed by Iskander and Leknas, while the "rapid mortality decline" assumes
a much faster decline compared to the other projections.

With respect to fertility level during the early seventies,
Iskander's projections assumed a much higher level than our projections,

1/ The lower age limit is sometimes placed at 10 years.
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while Leknas' "low fertility" projection assumed a slightly higher level.
The decl:Lne in fertility assumed by Leknas' "low fertility" projection
is slightly faster than that assumed by us.

The "moderate mortality decline" projection given in this report
is very close to Leknas' "low fertility" projection. The "low fertility"
projection gave an estimate of 209.5 million for Indonesia's population
at year end 2000. The "moderate mortality decline" projection gave an
estimate of 210.2 for year end 2001. Taking into account that Leknas'
projections used the total count of 1971 census including the estimate for
rural West Irian and that the base population used by Leknas was 0.9 million
higher than that used in our projections, the two estimates of population
around 2,000 are very close.

This is fortuitous as the "moderate mortality decline" projection
is more realistic than the "rapid mortality decline" projection, and,
therefore, the Leknas' "low fertility" projection carn be used to supplement
our own projections. More particularly, as no assumptions have been made
on migration or urbanization the Leknas' "low fertility" projections can be
used to study the effects of these factors on regional population growth.
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SOME SOCIO-ECONOMIC CHARACTERISTICS OF LOW-INCOME GROUPS

This annex is concerned with a cross-sectional examination of
population groups at different levels of consumption. So far as data
permit, we shall attempt in the first section to identify poor groups
according to a few socio-economic characteristics, namely household size,
size of landholding and level of educational attainment. A further dimension
of the characterization is given in the second section by a comparison of
living standards and housing conditions of rich and poor groups.

Some information is available from the 1976 Intercensal Population
Survey which gives the distribution of households at different per capita
ponsumption expenditure levels by various socio-economic and housing charac-
teristics of the households. This will be used here to show up differences
between population groups at different consumption levels. 1/

The consumption expenditure information in the 1976 Intercensal
Population Survey was not of critical importance to the survey, as can be
seen by the fact that it was obtained through only one question which, more-
over, left it unclear whether or not own consumption should be included. 2/
Consequently, the quality of the consumption information is not good and,
given the manner in which it was obtained, an underestimate can be expected.
The degree of underestimation is likely to vary by consumption level. Never-
theless, the per capita consumption expenditure classes represent a reasonable
ordering of the population by consumption level.

1. Some Socio-economic Characteristics of the Population at
Different Levels of Consumption

Table 1 gives a distribution of households by household size and
average monthly consumption expenditure per capita for urban and rural areas
separately. From this we see that the poorer the households, the larger the

1/ For a general description of the 1976 Intercensal Pcpulation Survey
concerning its objectives, sampling design and methodology see 1976
Intercensal Population Survey, Technical Report Series, Monograph No. 1,
Organization and Methods, Biro Pusat Statistik, Jakarta, 1976.

2/ The question asked was simply "What is the average monthly expenditure
of this household?". The answer was to be in thousands of rupiah.



Table 1

Distribution of Households by Number of Household Members and Average Monthly Expenditure per Capita. Indonesia. 1976

Urban Rural

Average Monthly Average Average

Expenditure per Number of Members Household Number of Members Household

Capita (Rp.) 1 2-3 4-5 6 or more Size 1 2-3 4-5 6 or more Size

0 - 999 .00 5.97 18.20 75.83 7.35 .27 10.13 32.10 57.50 6.02
1,000 - 1,999 .24 9.00 27.62 63.14 6.69 .54 13.01 37.70 48.75 5.71

2,000 - 2,999 1.15 15.60 25.95 57.29 6.08 1.85 24.74 31.31 42.11 5.12

3,000 - 3,999 3.04 22.38 37.02 37.57 5.33 6.77 33.03 36.49 23.71 4.28

4,000 - 4,999 3.77 30.32 24.48 41.42 5.19 9.71 42.17 27.06 21.05 3.89

5,000 - 7,499 7.10 31.91 24.92 36.06 4.84 14.16 47.98 20.56 17.30 3.56

7,500 - 9,999 7.50 38.99 24.36 29.15 4.31 12.92 55.40 20.53 11.15 2.97

10,000 - 14,999 13.50 33.61 24.06 28.82 4.26 23.80 50.89 15.07 10.24 2.71
15,000 or more 29.12 30.37 20.85 19.65 3.52 30.78 36.62 23.62 8.98 3.10 1

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures, Biro Pusat Statistik,
September 1977, Table 14.

V!s
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average houschold size. 1/ To the extent that this more than reflects the
fact that larger households may be overrepresented in the poor groups since
dividing household consumption by the number of household members does not
take into account the composition of the household and the fact that larger
households typically have a larger proportion of children, nor does it allow
for economies of scale in consumption, the result draws attention to the
difficulties of larger households in meeting their consumption requirements.
Although larger households tend to have a larger number of members in the-
labor force, the fact that they are more likely to be found in the lower
consumption groups shows that the increase in the number of working members,
and hence in household income, in large households is not sufficient in keeping
up the consumption level of the household as a whole. In the lowest consump-
tion per capita class of less than Rp 1,000 per month, 7-6% of households in
urban areas and 58% of those in rural areas have six or more members. This
is in contrast with the highest consumption group in which only 20% and 9%
respectively are in large households with six or more members. Corresponding-
'ly, higher per capita consumption households are much more likely to be
single-person households, whereas the two lowest consumption classes .Aardly
contain any single-person households at all.

1/ The average household size of households with ten or more members is
not given in the 1976 Intercensal Population Survey tabulations. This
was calculated for urban and rural areas separately, using information
from the 1971 Population Census.

(i) From the Sensus Penduduk 1971, Seri E, we know the total pc>Th I-
tion for urban and rural areas of Indonesia.

(ii) The Sensus Penduduk 1971, Seri F, Keadaan Tempat Tinggal, gives
a distribution of households by household size for both private
and special households, for urban and rural a-leas. This is used
to calculate the total number of people in all households with
up to nine persons in each of the two areas.

(iii) The total number of people in households with ten or more members
can be obtained as a residual. The average household size for
this size class is obtained by dLviding by the number of households
with ten or more members.

Urban Rural

Total Population 20,465,377 97,902,473
Population in all households sizes 1 to 9 16,942,532 91,339,142
Population in all households sizes 10+ 3,522,845 6,563,331
Number of all households sizes 10+ 303,125 613,514
Average size for all households size 10+ 11.62 10.70

Source: Sensus Penduduk 1971, Seri E and Seri F,
Biro Pusat Statistik, Jakarta.
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For households with agricultural incomes, there is a presumption
that the amount of land which they are able to cultivate is of substantial
importance to their income and consumption levels. Even though land varies
in terms of its quality, and even though households do not necessarily rely
solely on their incomes from agriculture, one might expect to find on average
a positive relationship between the size of landholding operated by the
households and consumption levels.

Such a relationship is discernible in Table 2 which gives the
distribution of agricultural households in rural areas by the area of land
cultivated and per capita consumption expenditure. Unfortunately, agricul-
tural households here include not only those primarily engaged in agriculture,
but also households with some income from agricultural sources. Nevertheless,
with the exception of households with per capita consumption above Rp 10,000
per month, the lower consumption classes do contain a larger proportion of
households with small areas of land cultivated, whereas successively higher
consumption households are more likely to be those with larger areas of
cultivated land. For example, 56% of households in the lowest consumption
class of under Rp 1,000 per capita operate under .3 hectare of land, whereas
only 25% of households in the Rp 7,500-9,999 class have so little land.
Whereas 21% of households in the lowest consumption class have one hectare
of land or more tc cultivate, 52% of those in the Rp 7,500-9,999 class do so.

The result can be seen another way by calculating the average
area of land cultivated by per capita consumption expenditure class. 1/
Again with the exception of the top two classes, there is a positive rela-
tionship between the consumption expenditure per capita level and the area
of land cultivated. For households in the lowest consumption class, the
averagc area of land cultivated is .64 hectare. This increases to 1.41
hectare kn the Rp 7,500-9,999 class.

1/ The average size of holding for each size class is not available in
the tabulations from the 1976 Intercensal Population Survey. This
presents a problem, especially for the open-ended class which refers
to holdings of five hectares or more. The Sensus Pertanian, 1973 gives
the number and area of farms by a fine breakdown for size of holding.
These were used to calculate the average size of farm for the size
classes given in the 1976 Intercensal Population Survey tabulations.
The results are given below.

Average Size of Farm, Indonesia, 1973

Size Class Number of Farms Farm Area Average Size of Farm
(ha) (ha) (ha)

< 0.30 4,105,388 737,036 .1795
0.30-0.49 2,455,370 943,265 .3842
0.50-0.99 3,554,297 2,423,242 .6818
1.00-5.00 3,951,119 7,159,161 1.8119

> 5.00 307,368 2,905,488 9.4528

Source: Sensus Pertanian 1973, Vol. 1, Table 2, Biro Pusat Statistik,
Jakarta.



/a
Table 2: DISTRIBUTION OF AGRICULTURAL HOUSEHOLDS BY AREA OF LAND CULTIVATED AND AVERAGE

MONTHLY EXPENDITURE PER CAPITA, RURAL AREAS, INDONESIA, 1976

ArTerage Monthly Expenditure Area of Land Cultivated (ha) Averageper Capita (Rp.) 0.0-0.29 0.30-0.49 0X50-0.99 1.00-5.00 > 5.00 (ha)

- - - - - - - - - - - - - - % - - - - - - - - - - - - - - - -

0 - 999 55.5 10.1 13.9 20.0 .6 .641,000 - 1,999 46.1 9.3 21.3 22.6 .7 .722,000 - 2,999 42.6 8.4 21.8 26.3 .8 .613,000 - 3,999 38.4 5.9 23.4 31.1 1.3 .934,000 - 4,999 32.6 5.5 27.8 32.5 1.6 1.005,000 - 7,499 30.9 4.1 23.2 39.9 1.9 1.137,500 - 9,999 24.9 4.7 18.5 48.1 3.8 1.4110,000 -14,999 28.8 1.2 20.2 48.9 .8 1.1515,000 or more 42.4 .7 20.1 30.0 6.8 1.40

Total 40.9 7.3 22.4 28.3 1.1 0.87
- - - - - - - - - - - - - -%7--- - - - - - - - - - - --- - - Total

0 - 999 2.6 2.6 1.2 1.4 1.0 1.91,000 - 1,999 26.6 29.5 22.4 18.8 14.3 23.6
2,000 - 2,999 3611 39.1 37-7 32.3 27.1 34.63,000 - 3,999 21.7 18.3 24.0 25.3 27.2 23.04,000 - 4,999 6.2 5.7 9.6 8.9 11.3 7.75,000 - 7,499 5.3 3.9 7.3 9.9 12.4 7.0
7,500 - 9,999 .8 .8 1.1 2.2 4.6 1.310,000 -14,999 .4 .1 .5 .9 .4 .515,Guu or more .3 - .3 .3 1.7 .3

P"dTotal 100.0 100.0 100.0 100.0 100.0 100.00 b z
x

0/a This includes all households with some agricultural income.

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures, BiroPusat Statistik, September 1977, Table 9.

X
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Of greater significance, perhaps, than the existence of this
relationship is how indecisive the amount of land cultivated appears to
be for the economic position of the bulk of agricultural households. The
dispersions of agricultural households by per capita consumption level for
each of the cultivated area size classes are both wide and quite similar
in character. Almost .xactly 58% of the households in each of the area
size classes under 5 hectares report consumption levels between Rp 2,000
and Rp 4,000 per month and, even for households cultivating more than 5
hectares, 54% report per capita consumption in the same range. This result
is not surprising, given that the simple measure of size of area cultivated
ignores the wide variations in land quality, types of crops, climatic
conditions, irrigation practices and so on. But it does provide further
evidence of the extent to wqhich the well-being of the rural households in
Indonesia has become less connected with the size of individual landholdings
and more dependent on access to off-farm employment opportunities in both
agricultural and non-agricultural labor markets and the terms upon which
such opportunities are offered.

It is a fair presumption that the ability to take advantage of
changing economic opportunities, whether through the exploitation of improved
agricultural techniques or success in achieving higher earnings in non-agri-
cultural sectors, may be importantly dependent on the level of education.
On the other hand, the ability finance, and the demand for, education
are also likely to be strongly related to the level of household income.
The positive relationship between education and the economic position of
households is evident in the distribution of households by average per capita
consumption expenditure and the educational level of the household heads which
is given in Table 3. While there is a marked difference in the educational
attainment of household heads in urban and rural areas, there is a clear
positive relationship between the level of educational attainment of the
household head and the consumption level of the household in both areas,
with the exception of rural households uith heads having no schooling whose
average consumption level is higher than that of households headed by
individuals with some elementary education. 1/

For the same level of education*.<! attainment of 'the househoid '
head, rural households have a lower consuuption level than urban ones and
the differential in consumption levels between the lowest and highest
educational classes is substantially greater in urban than in rural areas.
In large part these patterns may simply reflect the disparities in the
level and distribution of urban and rural incomes and educational Lacilities.
But to the extent that they also result from the differential importance of
educat'.onal qualifications to earnings levels in the sort of economic activi-
ties characteristic of urban areas, the level and distribution of access
to formal education can be expected to become an increasingly important
factor determining the distribution of income.

1/ The explanation for this exception could be connected with the age
distribution of different groups. Because of the expansion of rural
educational opportunities it is possible that the group of household
heads without any schooling have a higher proportion of older, more
experienced individuals whose families are also older and able to
contribute more to household income.



Table 3 : DISTRIBUTION OF HOUSEHOLDS AND AVERAGE MONTHLY CONSUMPTION EXPENDITURE PER CAPITA
BY EDUCATIONAL ATTAINMENT OF THE HOIJSEHOLD HEAD, INDONESIA, 1976

Urban RuralLevel of Educational Attainment Average Consumption Average Consumptionof Household Head z per Capita (Rp.) Z per Capita (Rp.)

Never attended school 20.2 3,472 43.4 3,109

Has not finished e--aientary school 27.5 3,608 37.2 2,745

Finished elementary school 18.8 4,053 13.1 2,950

Has not finished Junior high school 4.9 4,389 1.7 3,203

Finished junior high school 10.5 4,702 2.2 3,571

Has not finished senior high school 2.6 5,081 .4 3,496

Finished senior high school 9.2 5,966 1.6 4,153

Has not finished university 2.9 8,188 .2 5,024

Finished university 3.4 10,235 .2 5,147

0Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures,Biro Pusat Statistik, September 1977, Table 13. 
@

OQ
m



- 180- ANNEX 2

Page 8 of 15 pages

We conclude that poor households can be characterized by larger

household sizes, smaller areas of land cultivated and less educated heads

of household.

2. A Comparisoa oF Housing Conditions of the Population at
Different Levels of Consumption

In this section we use information from the 1976 Intercensal

Population Survey with the objective of revealing some differences in the

housing conditions of people at different consumption levels.

Table 4 givas a distribution of households by per capita consump-

tion expenditure class and the material used for the walls, whether brick,

wood, bamboo or some other material. In urban areas, the division is roughly

one-third between each of the three materials listed, while in rural areas

56% of all houses use bamboo for their walls, 29% use wood and only 14%

use brick. The proportion of houses using brick goes up with the level

of consumption, from 17% in the lowest class to 70% in the highest class

in urban areas, and from 6% to 22% in rural a'e2as. In rural areas, the

proportion using wood also goes up with the tlevel of consumption, from 16%

in the lowest class to 40% in the highest. Bamboo is an inferior material

in both urban and rural areas; the proportion of houses using bamboo for

their walls decreases with the consumption level, from 51% to 13% in urban

areas and from 67% to 32% in rural areas.

In Table 5 we give a distribution of households by per capita

consumption expenditure class and the material used for the floor. In

urban areas the most common material is cement which is used by 32% of the

houses. Earth serves as the floor for 25% of the houses, tiles for 20%,

wood for 17% and bamboo for 4%. In rural areas, however, earth is used as

the floor in 52% of all houses, wood, bamboo and cement for 19%, 14% and

12%, while tiled floors are very rare. In urban areas the proportion of.

households using tiles for their floors goes up with the consumption level,

while the proportions using bamboo and especially c_rth go down with consump-

tion. In rural areas, tiles, cement and wood appear to be what the well-to-

do use for their floors; the proportions of households using them go up with

the level of consumption. Earth is what the poor have to use. In the lower

consumption groups, over two-thirds of the houses have earth floors, compared

with 21% in the top consumption -,roup.

Table 6 gives a distribution of households by consumption class

and the source of lighting. Again there is a striking difference between

urban and rural areas taken as a whole. Whereas 31% of urban houses have

electricity, only 2% of rural houses do. The majority of houses in rural

areas, some 84%, rely on oil lamps, compared with 46% of those in urban

areas. Pump lamps are more common in urban areas.

The proportion of houses with electricity goes up directly with

the consumption level of the household in both urban and rural areas. In

rural areas this is also true for pump lamps. As would be expected, the



Table 4

Distribution of Households by Average Monthly Expenditure per Capita and Material for Wall, Indonesia. 1976

Urban 
RuralAverage Monthly Expenditure Other + Not Other + :otper Capita (Rp.) Brick Wood Bamboo Stated Total Brick Wood Bamboo Stated Total

0 - 999 17.2 29.3 50.5 3.0 100.0 5.9 15.7 67.0 11.4 100.01,000 - 1,999 23.8 28M1 46.4 1.7 100.0 12.7 21.4 63.7 2.3 100.02,000 - 2,999 26.1 31.6 40.4 1.9 100.0 12.5 27.5 58.4 1.6 100.03,000 - 3,999 30.5 32.9 34.9 1.7 100.0 15.6 29.6 53.2 1.5 100.04,000 - 4,999 37.0 30.6 29.9 2.5 100.0 13.9 36.8 47.5 1.8 100.05,000 - 7,499 42.9 33.0 22.5 1.7 100.0 16.2 44.2 37.7 1.9 100.07,500 - 9,999 52.8 25.3 20.3 1.6 100.0 17.8 46.4 34.4 1.3 100.010,000 -14,999 65.3 19.9 13.3 1.6 100.0 18.1 49.8 31.3 .8 100.0 i-a15,000 or more 70.2 14.9 12.5 2.4 100.0 22.1 40.1 32.3 5.5 100.0
Total 35.1 30.7 32.3 1.9 100.0 13.7 28.9 55.5 2.0 100.0

Source: Survey Penduduk Ar.tar Sensus 1976, Keterangan Ekonomi Rumah Tangga. Preliminary Figures, Biro Pusat Statistik,September 1977, Table 3.
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Table 5

Distribution of Households by Average Monthly Expenditure per Capita and Material for Floor Indonesia 1976

Urban Rural

Average Monthly Expenditure Other + Other +

per Ca Ata (Rp.) Tile Cement Wood Bamboo Earth Not Stated Total Tile Cement Wood Bamboo Earth Not Stated Total

0 - 999 3.7 25.4 14.7 6.4 47.6 2.3 100.0 .2 5.2 9.7 13.3 68.8 2.9 100.0

1,000 - 1,999 6.5 28.6 14.5 7.0 41.4 1.9 100.0 .5 9.8 11.5 11.4 65.3 1.4 100.0

2,000 - 2,999 10.1 31.8 1S.1 6.1 32.4 1.5 100.0 .9 11.1 16.9 14.6 55.3 1.2 100.0 1

3,000 - 3,999 14.4 35.7 17.6 4.7 26.4 1.1 100.0 1.6 13.4 21.4 15.9 46.3 1.3 100.0

4,000 - 4,999 22.0 34.5 17.5 3.5 21.1 1.4 100.0 2.0 14.9 28.2 15.5 38.5 .9 100.0 Go

5,000 - 7,499 30.1 32.6 16.9 2.6 16.9 .9 100.0 3.9 16.6 33.8 13.4 31.4 .9 100.0

7,500 - 9,999 41.1 29.7 13.6 1.4 13.3 1.0 100.0 5.1 22.0 30.1 16.2 25.2 1.3 100.0 I

10,000 - 14,999 54.3 24.9 11.2 .9 7.9 .8 100.0 7.4 20.3 29M 17.6 24.4 .4 100.0

15,000 or more 57.9 24.9 7.7 1.2 6.8 1.5 100.0 13.7 13.6 35.5 15.1 20.6 1.5 100.0

Total 20.3 32.2 16.6 4.3 25.2 1.3 100.0 1.4 12.2 19.1 14.2 51.8 1.3 100.0

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures, Biro Pusat Statistik, September 1977, Table 4.
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Table 6

Distribution of Households by Average Monthly Expenditure per Capita and Source of Lighting. Indonesia, 1976

Urban Rural
Average Monthly Expenditure Pump Oil Other + Not Pump Oil Other + Not

per Capita (Rp.) Electricity Lamp am Stated Total Electricit Lamp Lamp Stated Total

0 - 999 16.2 12.2 70.6 1.0 100.0 .1 5.8 92.3 1.8 100.0
1,000 - 1,999 15.4 16.9 66.4 13 100.0 .8 8.4 89.4 1.4 100.0
2,000 - 2,999 21.0 20.3 56.9 1.7 100.0 1.2 11.8 85.8 1.2 100.0
3,000 - 3,999 27.9 21.5 48.9 1.7 100.0 2.0 14.7 82.5 .8 100.0
4,000 - 4,999 33.4 20.7 44.3 1.6 100.0 2.4 16.5 80.4 .6 100.0
5,000 - 7,499 39.2 25.1 33.9 1.8 100.0 4.9 21.6 72.9 .6 100.0
7,500 - 9,999 49.1 18.4 29.0 3.4 100.0 4.9 28.2 66.3 .6 100.0

10,000 - 14,999 61.1 15.6 20.3 3.0 100.0 10.1 24.5 62.2 3.2 100.0 0
15,000 or more 69.2 10.5 17.9 2.3 100.0 10.5 17.8 69.0 2.7 100.0

Total 31.0 20.7 46.4 1.9 100.0 1.8 13.0 84.1 1.1 100.0

Source: Survey Penduduk Antar Sensus l976 Keterangan Ekonomi Rumah Tangga, Preliminary Figures, Biro Pusat Statistik, September 1977,
Table 5.
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proportion using oil lamps declines with the consumption level of the
household, from 71% to 18% in urban areas, and from 92% to 69% in rural
areas, as we move from the lowest to the highest consumption class.

With respect to sources of water, Tables 7 and 8 give a distribution
of households by consumption expenditure class and the source of drinking
water, for urban and rural households respectively. The breakdown is first
of all on the basis of whether the water source is inside or outside the
yard, and within each of these two alternatives, whether the water comes
from a piped system or is obtained using a pump or from a well. Roughly
half the urban households have the source of their drinking water inside
the yard, while only 27% of rural households do. Better-off households are
more likely to have their source of drinking water inside the yard than
poor ones. Piped water reaches 12% of urban households inside their yards
and 16% outside, while the proportion of ruiral households served by piped
water is under 2% altogether. Over two-thirds of rural households have
their source of drinking water outside their yards and not classifiable as
piped, pumped or taken from a well. As would be expected, the proportion
of houses served by piped or pumped water increases with the consumption
level. The proportion of households obtaining their drinking water from
wells goes down with the consumption level in urban areas, but goes up with
consumption in rural areas. In rural areas, even in the highest consumption
class the proportion with the source of drinking water outside the yard is
as high as 57%. The rural population is thus seen to be rather poorly
served in terms of their supply of drinking water.

Table 9, which gives a distribution of households, both in urban
and in rural locations, by per capita consumption expenditure class and
whether their source of bathing and washing water is inside or outside their
yard, shows a similar pattern. In urban areas, 56% of househClolds have their
bathing water source inside the yard, but in rural areas only 26% of house-
holds do. As in the case of drinking water, poor households in both urban
and rural areas are less likely to have their source of water for use in
bathing and washing located inside their yards.

Thus poor households are more likely to use bamboo and, in rural
areas, wood for their walls and less likely to use brick; they are more likely
to have earth, less likely to have tiles and,in rural areas, less likely to
have cement or wood for their floors; they are less likely to be served by
electricity, more likely to use oil lamps, and, in rural areas, less likely
to use pump lamps; they are less likely to have their sources of drinking
water, and of bathing and washing water, inside their yards; and they are
less likely to have access to piped water as a source of drinking water.



Table 7

Distribution of Households by Average Monthly Expenditure per Capita and Location and
Source of Drinking Water, Urban Areas, Indonesia, 1976

Inside the Yard Outside the Yard
Average Monthly Expenditure Piped Others + Piped Others +

per Capita (Rp.) Water Pump Well Not Stated Total Water Pump Well Not Stated Total

0 - 999 3.2 2.4 19.0 11.7 36.3 15.2 0.0 2.5 46.1 63.7
1,000 - 1,999 4.1 1.7 23.6 11.9 41.3 16.5 1.0 1.4 39.8 58.7
2,000 - 2,999 5.2 2.3 25.5 11.6 44.6 14.0 1.0 1.8 38.6 55.4
3,000 - 3,999 8.2 3.0 22.9 12.2 46.2 16.5 1.1 1.6 34.6 53.8 1
4,000 - 4,999 11.3 5.8 20.3 12.1 49.6 18.8 .7 1.7 29.2 50.4 I

5,000 - 7,499 16.7 7.3 22.1 10.7 56.8 17.4 .7 1.7 23.5 43.2
7,500 - 9,999 25.4 8.6 15.4 9.7 59.1 19.4 .8 1.0 19.7 40.9

10,000 - 14,999 33.8 12.8 12.4 8.2 67.2 18.8 .3 .5 13.2 32.8
15,000 or more 39.0 17.4 10.7 7.7 74.8 12.7 .7 .1 11.7 25.2

Total 11.6 4.8 22.0 11.3 49.8 16.4 .9 1.6 31.4 50.2

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures, Biro Pusat Statistik,
September 1977, Table 6.
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Table 8

Distribution of Households by Average Monthly Expenditure per Capita and Location and
Source of Drinking Water, Rural Areas, Indonesia, 1976

Inside the Yard Outside the Yard
Average M4onthly Expenditure Piped Other + Piped Other +

per Capita (Rp.) Water Pump Well Not Stated Total Water Pump Well Not Stated Total

0 - 999 0.0 0.0 14.6 5.5 20.0 .4 .7 .1 78.8 80.0
1,000 - 1,999 .1 .0 21.5 4.5 26.1 .5 .4 1.4 71.6 73.9
2,000 - 2,999 .1 .1 21.8 4.8 26.8 1.6 .4 1.9 69.2 73.2
3,000 - 3,999 .2 .3 21.7 5.1 27.3 1.4 .5 2.4 68.4 72.7
4,000 - 4,999 .2 .3 20.2 5.8 26.5 1.3 .7 2.5 69.0 73.5
5,000 - 7,499 .3 .5 24.9 5.4 31.0 2.1 .7 2.9 63.3 69.0
7,500 - 9,999 .1 1.7 24.6 5.1 31.4 2.2 1.9 3.0 61.4 68.6 1

10,000 - 14,999 2.5 0.0 26.1 6.3 34.9 2.1 0.0 1.8 61.1 65.1
15,000 or more 1.8 1.8 21.1 11.6 36.3 .3 2.0 4.7 56.7 63.7 m

Total .2 .2 21.7 5.0 27.1 1.3 .5 2.0 69.1 72.9 1

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures, Biro Pusat Siatistik,
September 1977, Table 6.
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Table 9

Distribution of Households by Average Monthly Expenditure per Capita and Location of
Bathing/Washing Water, Indonesia, 1976

Urban RuralAsarage Monthly Expenditure Inside the Outside the Other + Inside the Outside the Other +per Capita (Rp.) Yard Yard Not Stated Total Yard Yard Not Stated Total

0 - 999 43.0 55.2 1.8 100.0 19.3 80.4 .3 100.01,000 - 1,999 45.2 54.6 .3 100.0 23.6 76.2 .1 100.02,000 - 2,99C 49.1 50.7 .2 100.0 25.0 74.7 .3 100.03,000 - 3,9)9 51.5 48.3 .1 100.0 26.2 73.5 .3 100.04,000 - 4,999 57.8 41.9 .2 100.0 25.0 75.0 .0 100.05,000 - 7,499 64.8 35.0 .2 100.0 31.4 68.6 .0 100.07,500 - 9,999 69-3 30.7 .0 100.0 29.9 70.1 .0 100.010,000 - 14,999 79.7 20.1 .2 100.0 35.3 64.7 .0 100.015,000 or more 82.3 17.7 .0 100.0 33.0 67.0 .0 100.0

Total 56.2 43.6 .2 100.0 25.5 74.3 .2 100.0

Source: Survey Penduduk Antar Sensus 1976, Keterangan Ekonomi Rumah Tangga, Preliminary Figures, Biro Pusat Statistik,September 1977, Table 7.
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