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ABSTRACTS OF ETE STUDIES IN INDONESIA  
 
1. The Labor Market Effects of International Trade: A Literature Review on Indonesia 
 
Abstract: 
 
The paper attempts to review the empirical studies on the impact of international trade (globalization, trade 
openness and free trade arrangements) on the labor market outcomes in Indonesia. The common outcome 
variables of interest are employment, wages, wage distribution and household income or revenue.  
 
Although there is a large body of literature on the impact of international trade on the Indonesian economy, 
nonetheless, not too many of them have analyzed the impact of international trade or free trade arrangements 
on the labor market; not in the sense of providing evidences of causality. 
 
Most of the studies using aggregate or macro-level data as well as micro-level analysis using econometrics or 
other techniques using firm or household survey analysis have been observational. They  show a trend over 
time and show what changes have occurred before and after a certain period of ‘liberalization’ In general, 
most studies of these types conclude that trade liberalization will have positive impact on employment, 
wages and household income. Nevertheless, the benefit may not be distributed equally across groups (skilled 
vs. unskilled, urban vs. rural, etc). 
 
The results of different CGE studies are not easily compared. This is because each study used different 
scenarios of shock (or combination of shocks), disaggregation of worker types and labor market 
assumptions. However, the general pattern that can be drawn is that trade liberalization will increase overall 
real wage, but how the gains are distributed across skilled and unskilled workers varies under different 
assumptions. The gain in terms of employment is less clear, however. Total employment will decline under 
one scenarios and increase under the others. 
 
Researcher 
Mr. Ari is currently working for the National Team on Poverty Eradication, located in Indonesia’s Vice 
President’s Office 
  
Deliverables and timetable 
 
Deliverable Date 
Draft version of the study 7 October 2010 
Final version of the study, including comments received on the draft version 6 December 2010 
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2. Trade and employment linkages in Indonesian agriculture 
 
 
Abstract 
 
The agricultural sector has characteristics that make it different from either industrial or service sector. Trade 
negotiators are concerned about the possible negative effects of trade liberalization on employment, in this 
case on agriculture. This is because the agricultural sector provides a huge bulk of employment for 
Indonesian work force. The sector is generally based on informal labor force, with low productivity, and 
relative absence of regulations and a tie to land. These characteristics help the sector adjust to trade shocks. 
 
In this application, a global computable general equilibrium model is used to determine trade shocks that are 
passed to a single country general equilibrium model to analyse employment and wage effects for four skills 
levels in Indonesian agriculture. Four scenarios are modeled: (i) the ASEAN-China FTA; (ii) a likely Doha 
outcome; (iii) labour productivity increase in the agricultural and non-agricultural sectors; and (iv) a program 
that enhances skills in the agricultural and non-agricultural sectors. The results suggest the employment 
effects of trade shocks are quite small, partly because the highly protected sugar and rice sectors are exempt 
from tariff reductions. Improving productivity and skills is beneficial but some of the benefits accrue to non–
target groups. Employment tends to move with output in the primary agricultural sector but real wages for 
skilled and unskilled workers can move in different directions. Nominal and real wages may have different 
signs because of inflation. 
 
Researchers 
 
Mr. David Vanzetti, working with the Australian National University, Canberra, Australia and Ms. Rina 
Oktaviani, working with the Bogor Institute of Agriculture, Indonesia  
 
Deliverables and timetable 
 
Deliverable Date 
1st Draft version of the study 7 March 2011 
2nd Draft version of the study 3 June 2011 
3rd Draft version of the study 5 July 2011 
Expected final version of the study, to include recent comments on the draft October 2011 
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3. The impact of trade in services on employment: The Services Sector in Indonesia 
 
This study looks at the impact of trade and trade liberalization on employment in the services sector in 
Indonesia. Although the study covers all activities classified under the services sector, particular emphasis is 
given to the activities that are most important for Indonesia, specifically on services using Mode-4. The 
study answers the following questions: 
1. How important is the services sector in the Indonesian economy in terms of its linkages with other 
sectors?  What is its importance in terms of economic value-added and employment (number of jobs, 
productivity, and quality of work in the services sector)? 
2. What is the current state of Indonesia’s international trade in services, how has it evolved, and which 
countries are the dominant trading partners? What are its prospects?  
3. What is the link between trade and/or trade liberalisation and employment in the services sector in 
Indonesia? Please clarify for each service activity and emphasize any particularities. Is the link different 
from that in the manufacturing sector?  
4. Have trade policy changes in Indonesia led to employment and/or wage changes in services? Have 
trade policy changes outside of Indonesia had an impact on employment quantity and quality in the services 
sector? Are there any gender implications?  
5. How are regulatory issues linked to trade and employment in the services sector? 
 
Researchers 
 
Chris Manning from the Australian National University, Canberra, Australia and Haryo Aswicahyono from 
the Centre for Strategic and International Studies (CSIS), Jakarta, Indonesia. 
 
Deliverable Date 
Outline No later than 1. 10.2011 
Draft version of the study 30.11.2011 
Final version of the study, including comments 
received from ILO 

31.12.2011 

 
 


