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Labor productivity gap in 2022 relative to Japan
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Indonesian output grows slower than its input. Multi-factor
productivity (TFP) contribute negatively to economic growth

Annual growth of capital, labor, all input, GDP and TFP 2000-2022 (% pa)

Capital Labor All Input Output/GDP TFP
Indonesia 4.97 4.86 4.86 4.71 -0.15
Vietham 8.82 3.14 6.51 7.10 0.59
Philippines 5.05 3.06 4.33 5.03 0.70
Malaysia 3.60 3.84 3.73 5.13 1.40
India 7.17 2.33 4.61 6.71 2.10

China 10.11 0.95 5.87 7.81 1.95
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TFP contribute 68% to OECD economic growth

0.96

Contribution of TFP and Capital Deepening on OECD countries' growth 1960-1990

0.95 0.63

in GDP per capita from 1960-1990

B TFP growth m Capital deepening
Source: Aghion and Howitt (2007)



How can we improve
labor productivity?

CAPITAL LABOR
PRODUCTIVITY PRODUCTIVITY

OUTPUT — — | a | 1-a
0 = t(@K)*(bL)

EDUCATION AND
TRAINING POLICIES
Improve education

TFP-ENHANCING attainment, upskilling,
POLICIES reskilling, on-the-job
Infrastructure, public training, nutrition
R&D, SEZ intervention, health care
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LABOR Q _ axlnl—aji «a
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TECHNOLOGY INVESTMENT
POLICIES POLICIES
Incentives for Deregulation, business
automation, permit streamlining,
robotization, financing, FDI

digitalization attraction, SWF
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Productivity can
increase if labor
move from low-
productivity sector
to high-productivity
sector — Structural
transformation (ST).

Did it happen?

Yes, but ST is getting
weaker.

Source: GGDC Database
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Weaker structural
transformation: Structural
change no longer drive labor

productivity growth as strong
as in the past.

McMillan & Rodrik (2011)
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If Rodrik prophecy of premature

T Twemws T TREOERE deindustrialization is true for
Indonesia, re-industralization
A may happen without much job-

creation.

In1990 US $

Source: Rodrik (2015)



Navigating global uncertainty



Vote shares of (1) far-left, (2) far-left populist,
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Support for populist parties over time among countries with at least one populist party
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since 2022 in Hungary. in French presidential
races.
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Real median wages have decoupled from labour
productivity (OECD countries)
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Sum of exports and import as percentage of GDP
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End of slides. Thank You.

Arief Anshory Yusuf

Dewan Ekonomi Nasional RlI/Padjadjaran University

Workshop on Industrial Relations and Productivity, ILO, Jakarta 5 May 2025
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