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Foreword

This paper is one of a series of national studiesallective bargaining, social dialogue
and non-standard work, conducted as a pilot uniderGlobal Product on ‘Supporting
collective bargaining and sound industrial and ewyplent relations’ in collaboration with
the ILO Decent Work Team for South Asia. The nalimstudies aim at identifying current
and emerging non-standard forms of work arrangesneithin which workers are in need
of protection; examining good practices in whicbhgh in non-standard forms of work are
organized; and analysing the role that collectiaeghining and other forms of social
dialogue play in improving the terms and conditiasswell as the status of non-standard
workers, and identifying good practices in thisaieh

The paper provides an overview of the situationsnta informal, contract and
outsourced workers, and how labour law regulates terms and conditions of work. It
analyses both legal and practical constraints gamizing such workers and the challenges
to promoting effective social dialogue and colleetbargaining. It also examines how the
financial crisis has affected these workers neghtivinterestingly, the number of
collective agreements increased in Indonesia dufiegearly years of the crisis, but the
trade unions’ priority was to secure the jobs ahm@nent workers.

Some innovative practices to improve the situatdod status of informal, contract
and outsourced workers are identified in the papeme trade union confederations have
been active in organizing informal workers, inchgli those outside employment
relationships, casual workers, domestic workersramgant workers, based on the sectors
they belong to. These confederations adopted #&egyrathat offer such workers direct
membership, settle disputes on their behalf, rigé bargaining position, and provide
training opportunities and more protection in terofisboth income and job security. In
Batam’s export processing zones (EPZs), trade snionthe metal, machine and
electronics sectors have also been successful ganaing contract and outsourced
workers, which resulted in a number of such workeig shifted to permanent status.
The key to success in these cases was buildindasityi between permanent workers and
contract and outsourced workers.

The paper concludes with a number of policy recomiatons addressing issues
regarding informal, contract and outsourced workirslentifies a need for various kinds
of action, such as improved compliance with labtaw and regulations, strengthened
labour inspection services, increased capacity ofh bworkers’ and employers’
organizations, and strengthened solidarity amcedgetunions.

DIALOGUE working papers are intended to encouragexchange of ideas and are
not final documents. The views expressed are thgoresibility of the author and do not
necessarily represent those of the ILO. We areefydato Ratih Pratiwi Anwar and
Agustinus Supriyanto for undertaking the study, emehmend it to all interested readers.

Yoshiteru Uramoto Moussa Oumarou
Regional Director, Director,
ILO Regional Office for Asic Industrial and Employment

and the Pacific Relations Department
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Introduction

The integration of national economies with the glomarket has intensified competition
and pressure for enterprise efficiency and fleibilThis economic integration brings
about three kinds of impacts to enterprises raatinemployment: first, the need to deal
with the already tight international competitioecend, the introduction of new forms of
work organization; and third, changes in employmanaictices. These resulted in more
flexible working time arrangements and in the risé non-standard employment
arrangements (e.g. fixed-term, casual, and tempommployment) that are often

associated with low-quality employment. While thedividualization of employment

arrangements has weakened workers’ bargaining powemy governments have
introduced more pro-investor and pro-employer deeggpns in order to enhance their
competitiveness. These changes have had a negaipaet on women in particular, as
more of them are now pushed into non-standard Wwork.

Along with the process of globalization, in the to@# decades the labour markets in
the United States, Europe, and Asian countries lchemged and experienced transition
from the domination of the manufacturing industoythe domination of service sector,
from the domination of male workers to the domioatof female workers, and from the
stable employment structures to flexible arieghis changing scenario, it is important that
attention be paid to finding ways to improve thealgy of work and at the same time
promote collective bargaining with respect to ntandard workers.

The concept of non-standard work varies. In somancies non-standard work is
defined by its features — whethar not it is full-time, permanent, and standard kvaith
direct employment relationships, while others l@ikheconsequences of these features,
such as benefits, social security, promotions amiding? Non-standard work, contingent
work and informal work are alternative and relatahcepts of precarious workThe
International Labour Organization (ILO) defineséparious’ worker as either: a ‘worker
whose contract of employment leads to the clasgifio of the incumbent as belonging to
the groups of “casual workers”; “short-term worKeos “seasonal workers”; or worker
whose contract of employment will allow the empflayienterprise or person to terminate
the contract at short notice and/or at will, thedfic circumstances to be determined by
national legislation and custorf’ The Organization for Economic Co-operation and
Development (OECD) refers to ‘temporary’ employmeast ‘an umbrella term for all
“dependent employment of limited duration”, whichcludes fixed-term contracts,
temporary agency work contracts, seasonal worlgadinavork and trainees. All other jobs
are referred to as “permanent” joBs’.

As the labour market changes, the traditional mesfiye base of trade unions in
many countries has eroded. The increasing numbeordfact and outsourced workers has
replaced a large number of permanent workers whe wembers of trade unions, and
this has undermined the bargaining power of theetranions. In addition, economic
changes resulting from so-called de-industrialorathave also raised the number of
workers in the informal sector. Workers in this egpiry are mostly without legal
protection and are often neglected in collectiveyaming.

! Desarollo, 2000: 7-9.
2 Tucker, 2002: 14-15.
% Fudge, 2009: 8.

*1LO, 1993, Resolution concerning the International Classification of Satus in Employment (ICSE), adopted by the
Fifteenth International Conference of Labour Staiisns:

http://www.ilo.org/wcmsp5/groups/public/---dgreportsgtat/documents/normativeinstrument/wcms_087562.pdf
® Tucker, 2002: 15.




Recent developments, however, show that the sparéthers in many countries have
used collective bargaining and collective agreenaaninstruments to improve the terms
and conditions of non-standard workers. These dible agreements include one or a
combination of the approaches that seek to chagecontract status of non-standard
workers and those that seek to remove disparitidfs niegard to employment terms and
conditions that exist based on contract stitnsaddition, collective bargaining can also
play an important role as part of a broader crniesponse. In the context of the global
financial crisisin 2008-09, there were efforts by the social pastme many countries to
use collective bargaining to arrive at agreememterter to save jobs, maintain income
and ensure the short-term survival of enterpriggsle also looking for ways to secure
longer-term employability and enterprise sustailitgbiThe ILO has been supporting
collective bargaining as a mechanism to discus@ntieeests and concerns of the parties in
times of crises, as highlighted in its High-levelpartite Meeting on Collective Bargaining
in Geneva in November 2009.

In Indonesia, a shared understanding of the corafepbn-standard work is yet to be
achieved. Such a concept is not only less explisithted in labour regulation and labour
statistics, but is not even being used in labolatimns practices. It is somewhat ironic in
view of the large number of non-standard workerdndonesia, including fixed-term
contract workers, outsourced workers and thosewdr& in the informal sector. In recent
years, however, workers in the informal sector amtkers with fixed-term contracts
(those who are either directly employed by the eygis or outsourced through labour
agency) have become the priority concern of theegowent, trade unions and employers,
indicating their significance in Indonesia’s econoriihe government acknowledges that
policy intervention is required. On the other hatrdde unions argue that fixed-term
contract workers are less protected by labour egigul and deserve to be prioritized in
policy intervention® Although some initiatives have been taken to imaprathe
employment terms and conditions of informal, coettreand outsourced workers in
Indonesia, more efforts need to be taken by themgouent and the social partners.

During the global financial crisis of 2008—09, twuntry experienced an employment
crisis as exports of manufactured goods dipped.ri@eufacturing industry has been one
of the main contributors to Indonesia’'s employmehe government and its social
partners responded to the crisis through collecigeeements and social dialogue at the
national and enterprise levels in order to preweotker lay-offs, decline in wages, and
corporate bankruptcy.

Although the Indonesian government has ratifiedtla® Freedom of Association and
Protection of the Right to Organize Convention,&894o. 87) and the Right to Organize
and Collective Bargaining Convention, 1949 (No. 9)d has enacted laws and
regulations on workers’ right to associate, to bargollectively, and to get protection on
employment terms and conditions, efforts to imprdve situation of informal workers,
contract workers, and outsourced workers in Indiena® hindered by many difficulties.

This study aims to: (i) provide an overview of thecent developments in the
Indonesian labour market and the current and emgrgon-standard forms of work
arrangements; (ii) examine situations facing thad® are in such forms of work and
labour law reforms including the legal rights ofnmstandard workers; (iii) analyse the
impact of the global financial crisis on Indonesigg¢conomy and employment while
acknowledging the efforts made by the governmedtsacial partners in promoting social
dialogue and collective bargaining to improve ttaus of the non-standard workers; and
(iv) identify the challenges and the best practiegh regard to freedom of association and
the right to bargain collectively for non-standardrkers.

®ILO, 2010a; 44-45.
" Kochan, 20009.
8 Sirait, 2008: 15.




1.1

Data and information for this study was gatheremmfrliterature review and field
studies carried out in DKI Jakarta Province anc€eéntral Java Province. Questionnaires
were given out and interviews and discussions tihil the national and local government
agencies responsible for manpower affairs, entwgptrade unions, federations and
confederations of trade unions and the DKI Jakaatsed Employers’ Association
(APINDO). Researchers also interviewed trade uféaders of a company in DKI Jakarta
province that was impacted by the financial crigikis study describes the situation of
non-standard workers in Indonesia including theseflom of association and their rights
to bargain collectively. It also provides an ovewiof the roles that social dialogue and
collective bargaining played during the global fingl crisis.

The first section of the report deals with the ré@evelopments in labour market and
the increase in the number of non-standard worled,gives an overview of the impact
of the financial crisis on Indonesia’s economy antployment. The next discusses labour
law reforms and the legal rights of non-standardkexs in Indonesia. The third section
looks at attempts to organize informal, contrant autsourced workers and the processes
of collective bargaining and social dialogue in dirof crisis. Conclusions and policy
recommendations form the last section of the report

The labour market, non-standard workers
and the impact of the global financial
Crisis

The Indonesian labour market

According to Statistics Indonesia (BPS) Indonesiéddal labour force numbered
119.39 million persons as of February 2011, of WHit1.28 million persons were at work
while 8.11 million persons were unemployed. Opeamployment rate was 6.8 per cent
and national labour force participation rate wa®6%er cent (table 1). It can be seen that
the labour force increased in the five-year pefietiveen February 2006 and February
2011. The number of people looking for jobs decliaed the open unemployment rate fell
substantially while the labour force participatiate continued to increase. During that
period, Indonesia’s employment growth was heavifluenced by the business upturn and
downturn. Even though the macroeconomic conditinrZ007 and in the first half of 2008
were conducive to employment growth, the globahticial crisis adversely affected
national employment growth, causing a substangalide from 4.58 per cent in February
2008 to 2.39 per cent in February 2009. After tbenemy began to recover in the second
half of 2009, Indonesia’s employment growth incezhslightly to 2.79 per cent in
February 2010 and continued to increase to 3.6tqdrin February 2011.

Table 1.
Key indicators of the labour market in Indonesia
(2006-2011, in millions)

Main activities 2006 2007 2008 2009 2010 2011
Feb.  Aug. Feb.  Aug. Feb.  Aug. Feb.  Aug. Feb. Aug. Feb.
Working age 159.25 160.81 1624 1641 1656 1666 16826 169.3 171.0 172.07 170.65
population
Labour force 106.28 106.38 1081 1099 1115 1120 11374 1138 116.0 116.53 119.39
Employed 9517 9545 9758 99.93 1021 1026 10449 1049 1074 10821 111.28
Unemployed 11.10 1093 1055 10.01 9.43 9.39 9.26 8.96 8.59 832 812
Below working 5297 5442 5422 5418 5409 5469 5452 5549 5502 5554 5125
age




Main activities 2006 2007 2008 2009 2010 201
Feb.  Aug. Feb.  Aug. Feb.  Aug. Feb.  Aug. Feb. Aug. Feb.

Labour force 66.74 66.15 66.6 66.99 67.33 67.18 676 6722 6783 67.72 69.96
participation
rate (%)

Open 1040 1030 980 910 850 840 810 790 740 714 6.80
unemployment
rate (%)

Sources: BPS; Pusdatinaker MOMT:; calculation of the authors.

Sectoral changes in employment indicate a shithelabour market in the country.
Applying the concept of Esping-Anderson’s de-indatization (1993}, no indication was
seen of any de-industrialization processes in |led@s labour market between February
2005 and February 2011. This view is reinforcedthg relatively constant share of
manufacturing employees — about 12 per cent — évadivemployment during the period
studied. Yet, it was later found that the sharemployees in the agricultural sector (in a
broad sense) dropped substantially from 44.04 eet io February 2005 to 38.17 per cent
in February 2011. That “de-agriculturalization” pess had set in was also indicated by the
lack of investment in agricultural infrastructdfélhis resulted in an increase in the total
share of employment outside the agricultural seatat the manufacturing industry to a
significant 49.52 per cent in February 2011 fronowth43.69 per cent in February 2005.
The relatively higher gross domestic product (GBRwth in the trade and finance sector
compared to the manufacturing industry and aguicalt sector since 2005 is a likely
contributing factor to the decreasing role of thenorfacturing industry and the agricultural
sector in creating jobs in Indonesi&.If this trend continues, the domination of
manufacturing and agriculture in Indonesia’s emplegt share can be predicted to decline
in the near future.

Besides the changes in the labour market, any sismu about the labour market in
Indonesia should also take note of its segmentatgarding gender, sector, occupation,
employment status, as well as the contract stdttiseoworkers. However, the globalized
concept of non-standard work and non-standard wenkekes it relevant to observe the
current situation of Indonesia’s labour market witthese new categories of segmentation
which emphasize employment quality more. The follavparts of this chapter will
analyse the trends and the terms and conditionsmstandard workers in Indonesia.

1.2  Concepts of non-standard workers
in Indonesia

Labour laws and regulations and labour statisticthdonesia do not use the term non-
standard work and non-standard workers. Those pbtsmcare relatively new to the
government and the social partners. To obtain tmeept and an initial picture of non-
standard workers in Indonesia, this study folloegesal definitions and approaches in the
labour laws and regulations, and refers to the Uastatistics published by Statistics
Indonesia (BPS) and the Ministry of Manpower andnBmigration (MOMT). The BPS
and the MOMT provide data on the labour force abdld by BPS through the National
Labour Force Survey (Sakernas) in February and suguery year. We also look at
labour force data collected through the Indone&amily Life Survey (IFLS) conducted
by the World Bank, although the data is rarely usedfficial government publications as
it is a non-governmental survey.

° Esping-Anderson, 1993, cited in Lee, 2010: 1.
9 Bank Indonesia, 2008: 14.

1 Bank Indonesia, 2010: 173. Trade sector includeslagale, retails, restaurants, hotels; while finainggctor includes
finance, insurance, housing rental, land rental,@her company services.




A Focus Group Discussion (FGD) was conducted bgamhers of this report with
national and local governmental officials, the Eoyelrs’ Association (APINDO),
enterprises, trade unions and trade union fedeatimd confederations to collect their
views on non-standard workers Indoné3ia.

1.2.1 Stakeholders’ perception of non-standard work
and non-standard workers in Indonesia

The perception of non-standard work and non-stahdarkers is quite diverse due to the
different approaches used to define them. For megtathe MOMT representative was of
the view that in seeking the definition of non-stard workers in Indonesia, one should
refer to the employment relationship concept inléimur laws. According to Act No. 13
of 2003 concerning Manpower, an employment relatigm occurs when there is a written
or verbal work agreement between workers and erepddyBased on the presence or
absence of a work agreement, there are two typesodders, informal and formal. The
informal worker is a person who is self-employedvano is not in an employment
relationship as an employee or employer. The fommaker, on the other hand, has a work
agreement. A formal worker is also defined as ohe works at a business unit with legal
status. The informal worker is one who works atiaiiess unit with no legal statédso,
work which pays less than the minimum wage and doéprovide basic social security is
considered non-standard work. However, the permemtf a representative of the MOMT
on non-standard work was contested by another septative from a local government
agency responsible for manpower affairs who saatliftthe terms and conditions of work
did not fulfill the requirements stipulated in thebour laws, it could not be considered
non-standard work. The mere absence of a work agmee should not make it non-
standard work, it was felt.

Representatives from the Federasi Garteks (trad@n uiederation of garment and
textile workers) and the Konfederasi Serikat Pek&gluruh Indonesia (KSPSI) agreed
that the term non-standard workers in Indonesialiegppto informal workers and
temporary workers. A local employers’ associatiepresentative at the FGD proposed
that the terms and conditions of employment and w#wrker's competency and
productivity should define non-standard work arahdtard worker. Another view from the
local employers’ association was that most Indaresiorkers are engaged in the informal
sector or in micro- and small-sized business wmitich are not regulated by labour laws.

1.2.2 Informal workers and fixed-term contract
workers in labour statistics

Based on labour statistics collected through th&|Rhe World Bank (2010) reported that
the labour market in Indonesia was segmented g, jmintractual status and employment
status. Job-related status could be employer, pemtacontract employee, fixed-term
contract employee, employee with no formal contractinformal worker in agriculture
and non-agriculture. In the formal sector, workare segmented largely by contractual
statusri4Under this, there are three types of emmoy arrangements found in the formal
sector.

= indefinite-term contracts where a worker is emptbga a permanent basis.

» fixed-term contracts (FTCs) or temporary contrastsere a worker is directly hired for
a specified period of time by the principal compaoy a worker provides services or
work under a work agreement of outsourcing somesprwork (or services) to other
companies.

2 Focus Group Discussion on non-standard worker, dilebargaining and social dialog in Indonesiadhiey the
Center for Asia and Pacific Studies of Universitasj@adlada in association with the ILO on July 19, 2@ Jakarta.

'3 Act No. 13 of 2003 on Manpower, Article 50 and 51.
“World Bank, 2010: 58.




= no formal work contract to define the employmeratienship.

Meanwhile in attempt to provide consistent datenemasure the trend of informality in
employment, Statistics Indonesia (BPS) divides tipes of workers according to their
employment status. Employment status is the staftasperson at the place where she/he
works. There are seven types of workers based anlamely: (1) own account worker;
(2) self-employed assisted by temporary helpertffamiember; (3) employer; (4) regular
employee; (5) casual employee in agriculture; @ual employee not in agriculture; and
(7) unpaid worket®> Workers with status of employer (3) and regulaplayee (4) are
classified as formal sector workers. The rest aferinal sector workers. This simplified
definition of formal and informal sector workers lmdonesia was adopted by BPS since
2001 (table 2).

Table 2.
BPS simplified definition of formal and informal sectors
based on employment status and main occupation

Employment status Activity/sector
1) Own account worker Informal

2) Self-employed worker assisted by temporary helper/family member Informal

3) Employer Formal

4) Regular employee Formal

5) Casual employee in agriculture Informal

6) Casual employee not in agriculture Informal

7) Unpaid worker Informal

Source: Sinaga, 2010.

Using a combination of employment status and tygdesain occupation, the BPS in
2001 also adopted broadened definitions of inforraatl formal sectors (table 3).
However, a simplified definition of formal and imfoal sectors can be used to deal with
any data relating to formal and informal sector keos that lacks information about the
types of main occupatiofi.The BPS and the MOMT adopted this simplified défin in
their publication” This paper will use simplified definition of fornand informal sector
workers as approach for formal and informal worktdrat refers to the BPS and the
MOMT.

Table 3.
BPS broadened definition of formal and informal sectors based
on employment status and main occupation

Main occupation

Professional, Sales Agricultural Production, Other
Employment status director, worker transport,

manager, labourer

clerical
Own account worker Formal Informal Informal Informal Informal
Self-employed assisted by Formal Formal Informal Formal Informal
temporary helper/family
member
Employers Formal Formal Formal Formal Formal

'* The terminology of employment status refers to BREBPS, 2006: xxvi.

® Two definitions match one another and both of tlem be used with no serious problem in terms of racguor
reliability. See World Bank, 2010: 70.

" For BPS's definitiorsee BPS, 2010b: 3. For MOMT's definitiosee Sinaga, 2010.




Main occupation

Professional,  Sales Agricultural Production, Other
Employment status director, worker transport,

manager, labourer

clerical
Regular employee Formal Formal Formal Formal Formal
Casual employee in Formal Formal Informal Informal Informal
agriculture
Casual employee not in Formal Formal Informal Informal Informal
agriculture
Unpaid workers Formal Informal Informal Informal Informal

Source: BPS, 20086, p. xxv

Given that in February 2011 around 66 per cent rafohesian workers were
employed in the informal sector, it is important lamk at the characteristics of the
informal sector in Indonesia in empirical studiedn earlier study described the
characteristics of the business/economy activitiethe informal sector as follows: both
the pattern of activity and that of economic atyivdre irregular in nature, either in terms
of time, working capital, or income. The workingpdal, equipment and revenues of the
informal sector in Indonesia are generally meagr@ managed on a daily basis. Many
businesses in the informal sector do not have mg®@ent place and are mostly separated
from the residence of the workers. Businessesdrirtformal sector generally do not have
linkages with other large businesses and mainkesiew-income segments of the society.
Businesses in the informal sector do not requing special skills and they are not yet
familiar with banking and accounting systefhs.

Work in the informal sector is characterised atofes: (1) working hours are more
than eight hours a day, (2) work hours are can Xxtended to midnight, (3) the
employment relationship can be independent sucluraier a partnership or trading
cooperation with suppliers; an employer-worker trefeship; or subcontracting as in
contracting out work that the workers can do froomk, (4) there is no restriction on the
age of workers as long as the workers are ablendlidg to work; does not require any
particular skill or education; and is not gendegafic, (5) income is varied; for instance,
where the work is contracted out to workers whokifosm home, the wages are generally
lower than the minimum wages and can vary dependimghe employer’s decision;
(6) working capital is small. In addition, many Wers in the informal sector are
vulnerable due to the vulnerability of the busingssif in terms of working capital, safety,
the limited occupational health and safety faetitiand the lack of formal social security
such as pension, work accident compensation, hieaitihance, and legal protectith.

1.2.3 Legal framework concerning informal, contrat,
and outsourced workers

Labour law and regulations in Indonesia provideegal framework for regulating
informal, contract, and outsourced workers. Desthite investors’ claim that the labour
market in Indonesia was inflexible and thereforeattractive for investment and
employment, labour law and regulations contain igioas that legalize fixed-term
contracts and outsourcing. Act No. 13 of 2003 comiog Manpower (Article 56)
stipulates that a work agreement can be made fondefinite-term contract (Perjanjian
Kerja Waktu Tidak Tertentu or PKWTT) and a fixedrtecontract (Perjanjian Kerja
Waktu Tertentu or PKWT). However, a fixed-term gant, according to the Act
(Article 59) can be only made for: (a) work to berfprmed and completed at one go or
work which is temporary by nature; (b) work whosenpletion is estimated at a period of
time which is not too long and no longer than thyears; (c) seasonal work; or (d) work

'8 Keppi, 2003: 38-39.
19 Keppi, 2003: 40-43.




that is related to a new product, a new (type a€t)vity or an additional product that is
still in the experimental stage or try-out phasdix&d-term contract is prohibited for jobs
that are permanent by nature (Article 59 (2)). T@®vernment regulates the
implementation of fixed-term contracts through tiMinistry of Manpower and
Transmigration Decree No. 100 of 2004 concerningd€ines on the Implementation of
Fixed-Term Contract. According to the Decree, woskender a fixed-term contract can be
hired directly by a company or recruited throudhl@our agency. Such a worker is called a
contract workerekerja kontrak).

The Manpower Act No. 13 of 2003 also outlines tlegal framework of the
outsourcing system in Indonesia. Article 64 of Aut states that an enterprise may hand
over part of its work to another enterprise undevrditen contract of work or a written
agreement for the provision of labour. In additithe Act (Article 65) regulates the
categories of work/services that can be outsour@dvork that can be kept separate from
the main (business) activity (of the enterpriset tbantracts the work to the other
enterprise); (b) the work that is to be undertalkeder either a direct order or an indirect
order from the (original) party commissioning ther (c) the work that is an entirely
auxiliary activity of the enterprise (that conta¢he work to the other enterprise); and
(d) work (when pending completion while being cawted out to the other enterprise) that
does not directly inhibit (the) production procdet the enterprise that subcontracts the
work to the other enterprise) . The application dotsourced workers in a company is
regulated in the same Act (Article 66) which statiest outsourcing is only allowed for
activities outside of the core business of the rpnige, such as those associated with
cleaning service, catering service, security senetc.

The Government passed the Ministry of Manpower dnansmigration Decree

No. 220 of 2004 concerning Guidelines on the Im@etation of Outsourcing Some Parts
of Work to Other Companies. The Government, howewkres not make a clear
description on what activities are classified aseocar non-core, hence creating different
interpretations among workers and employers. Aprarh the latter Decree, there is the
Ministry of Manpower and Transmigration Decree N01 of 2004 concerning Guidelines
on the Permit/Establishment of Labour Agencies finavides workers/services. A worker
who works under a work agreement to outsource guenes of work or service to other
companies is known as an outsourced workelefja outsourcing).

With regard to informal workers, the Ministry of Migower and Transmigration has
issued the Ministry of Manpower and TransmigratiBegulation No. 24 of 2006
concerning the Guideline on the Implementation &o8ecurity Program for Informal
Workers. In this regulation (appendix), the MOMTides an informal worker as a worker
outside an employment relationship. The workeridatemployment relationship refers to
a person working without assistance from other fgeophis regulation explains that
informal workers are commonly involved in economéctivities in the informal
sectors/activities with the following charactexsti

=  micro and small-sized scale of activity
= |ow technology

= |ow quality products/services

= non-permanent workplace

= high mobility of workers

» unpredictable activities

= irregular working hours

= |ow productivity

= |owincome




The current study finds that the informal workeonitact worker, and outsourced
worker make up the profile of the non-standard woik Indonesia. Their emerging trends
and working conditions are highlighted in the ngatts of this chapter.

1.3 Employment terms and conditions of
informal workers, contract workers and
outsourced workers in Indonesia

1.3.1 Informal workers in Indonesia

Figure 1 shows that Indonesia’s labour market, th@se of other developing countries,
was dominated by informal workers from 2005 to 2011

Figure 1.
Number of workers in the formal and
informal sectors (2005-2011)
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Source: BPS. Based on National Labour Force Survey 2004-2011.

By adopting the BPS simplified definition of formaind informal sectors, it is
estimated that theumber of workers in informal sector continuednorease during the
period, from 66.29 million in February 2005 to 78rillion in February 2011. The share
of workers in the informal sector to total employrhdropped significantly from 69.83 per
cent to 65.75 per cent. In the formal sector, thentmer of workers increased from
28.64 million in February 2005 to 38.10 million kiebruary 2011 and its share in overall
employment also increased from 30.17 per cent 1®43der cent (table 4).

Table 4.
Number and share of workers in the formal and informal sectors
(2005-2011)

No. of workers Share in total employment (%)
Month
Formal sector Informal sector Formal sector Informal sector
Feb. 2005 28 649 815 66 298 303 30.17 69.83
Nov. 2005 28 877 029 65 081 358 30.73 69.27
Feb. 2006 28786 714 66 390 388 30.25 69.75
Aug. 2006 29672 337 65 784 598 31.08 68.92
Feb. 2007 29716 743 67 866 398 30.45 69.55




No. of workers Share in total employment (%)

Month

Formal sector Informal sector Formal sector Informal sector
Aug. 2007 30 926 222 69 003 995 30.95 69.05
Feb. 2008 31494 764 70 555 093 30.86 69.14
Aug. 2008 30 786 803 71163 881 30.20 69.80
Feb. 2009 31881599 72 603 845 30.51 69.49
Aug. 2009 32 147 261 72723 402 30.65 69.35
Feb. 2010 33740315 73 665 257 31.41 68.59
Aug. 2010 35783 381 72 424 386 33.07 66.93
Feb. 2011 38108 192 73173 552 34.24 65.76

Source: BPS; Pusdatinaker MOMT:; calculation of the authors.

The shift in the ratio from 70:30 in February 20@666:34 in February 2011 of
informal and formal workers is substantial. Thiseiplained by looking at the data on
classification of workers in the informal sectorcaing to their employment status in
2005-2011 in the Labour Force Survey of the BP8lera shows that the share in overall
employment of casual employees not in agricultareoinstant at about 4 per cent. On the
other hand, the share of self-employed assiste@ bgmporary helper/family member
dropped from 22.37 per cent in February 2005 tdl3er cent in February 2011.
Meanwhile, the share of unpaid workers declinednfri®.52 per cent to 17.96 per cent.
The declining share of the self-employed assisted bemporary helper/family member
and that of the unpaid workers could therefore heagsed the decrease in the share of
informal workers during the studied period and éhtso categories of workers are likely
to have moved their work into the formal sector.

Table 5.
Proportion of workers according to employment status
and workers in informal sector/activity to total employment (2005-2011, %)

Type of worker based on Feb. Feb. Feb. Feb. Feb. Feb Feb.
employment status 2005 2006 2007 2008 2009 2010 2011
Own account worker 18.41 18.41 19.13 19.68 19.92 19.05 19.01
Unpaid worker 19.52 19.52 18.25 17.58 17.86 18.32 17.96
Self-employed assisted by 22.37 22.37 21.36 2117 20.71 20.41 19.15
temporary helper/family member

Casual employee in agriculture ~ 5.21 5.21 6.43 6.01 6.07 5.89 5.01
Casual employee not in 4.31 4.31 4.37 4.70 493 492 4.64
agriculture

Workers in informal sector 69.83 69.83 69.55 69.14 69.49 68.59 65.76

Source: Calculated by the authors based on the data of Pusdatinaker MOMT.

In terms of gender, male workers dominate the forama informal sectors. This
feature of the labour market remained unchangemglghe August 2008—February 2011
period. However, in the same period the share ah@&oworkers both in the formal and
informal sectors tended to increase; also, theeshfitvomen in the informal sector was
higher than in the formal sector. From August 2008ebruary 2011, women workers
comprised around 39 to 41 per cent of total infdremaployment, whereas their share in
formal employment was lower at 31 to 34 per ceabl@ 6). These data may suggest that
jobs for women grew faster in the informal sectwrt in the formal sector. This could be
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due to slow job-creation for women in the formattse and women'’s lack of access to
formal employment. In general, Indonesian womealsolr participation constrained by
discriminatory practices that are largely shapedidgas and perceptions of men and
wome;z’g positions, status, capacities, and respibitiss in the family, workplace and
society:

Table 6.
Number and proportion of workers in the formal and informal sectors
according to gender (2008-2011)

Month No. of workers, No. of workers, Share of male and  Share of male and
formal sector informal sector female workers, female workers,
formal sector (%) informal sector (%)
Male Female Male Female Male Female Male Female
9838 20970726 10 228 373 42928552 28425099 67.22 32.78 60.16 39.84
;889 21820443 10 061 156 42718674 29885171  68.44 31.56 58.84 41.16
August
2009 21,154,462 10,992,799 43,968,064 28,755,338  65.80 34.20 60.46 39.54
Q(L)liqo 23728 370 12,055,011 43,733,853 28,690,533  66.31 33.69 60.39 39.61
;§$1 25,139,328 12,968,864 42,483,877 30,689,675 65.97 34.03 58.06 41.94

Sources: Pusdatinaker MOMT; calculation by authors

Using data from the BPS and the MOMT, and applyhmg simplified definition of
the informal sector, in February 2007-09, in fout af nine economic sectors in Indonesia,
the proportion of informal workers exceeded halftaf total workerd! These sectors are:
agriculture (in a broad sense); construction; whalke trade, retail trade, restaurant and
hotel; and transportation, storage and communiesti®igure 2 shows that the share of
informal workers in total employment in the mantfaing sector increased in February
2011 compared to February 2007. In the same péhedshare of informal workers in
mining, transportation, storage and communicatiand, public services tended to decline.
Figure 3 shows that in February 2011 informal woskevere mostly concentrated in
agriculture, trade and the restaurant and hotdlosecaccounting for 54 per cent and
24 per cent, respectively, of the total number31L7 million informal workers.

201L0. 2011: 44.

! The classification of economic sectors accordinthe BPS: (1) agriculture, forestry, hunting, distiery, (2) mining,
(3) manufacturing industry, (4) electricity, gagdamater, (5) construction, (6) wholesale trade, r¢tade, restaurant
and hotel, (7) transportation, storage and comnatioie, (8) financing, insurance, real estate, amlrness services, (9)
public services.
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Figure 2.
Proportion of informal workers to total number of workers in sectors
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Sources: Pusdatinaker MOMT; calculations of the authors.

Figure 3.
Distribution of informal workers by sector
(Feb. 2011)
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Source: Pusdatinaker MOMT, February 2011; calculations of the authors.

According to a study carried out in the early 2Q006&rmal work could be found in
several sectors, particularly in manufacturingdésaservice, agriculture, construction and
transportation. In manufacturing, the informal wenk were self-employed or engaged in
small or home-based industries. In trade, they wepeesented by the owners of small
kiosks and street hawkers. In the service seabdorrmal activities included bicycle or
motorcycle maintenance work as well as trading afclhmery and household electric
appliances. The common forms of informal activifiesgriculture were peasant and farm
labour, and in transportation sector, they wereasgnted by motorcycle taxi drivers and
illegal taxi drivers’

2 Firnandy, n.d: 8.
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Gender plays an important role as the probabilitg @oman working as an informal
worker is 24 per cent higher. But women and meh witormal jobs are both concentrated
in the agricultural sector. In addition, informalgmployed men mostly worked in the
transportation sector, while 60 per cent of thermial non-agricultural women worked in
household retail or worked as grocery tradérs.

1.3.2 Contract and outsourced workers in Indonesia

Statistical data from the BPS and the MOMT withamelyto contract and outsourced
workers in Indonesia is limited. The following davas gathered from secondary sources.
Although the exact number of contract and outsaligerkers is unknown, the trends in
recent years can be noted from the existing datadelunions estimate that in the past five
years the number of contract and outsourced woikelrsdonesia has increased. Quoting
from studies by the World Bank and the ILO, the i@han of the Konfederasi Serikat
Buruh Sejahtera Indonesia (KSBSI) stated that ef 3B million workers in the formal
sector in February 2010, 65 per cent were tempovasikers (contract workers and
outsourced workers) compared to 30 per cent in 2805emporary employment
arrangements were common in industries exploit exarlkand to increase profits at the
expense of the workers reword. The Gabungan Seikatih Independent (GSBI)
(Federation of Independent Trade Unioesjimates that the proportion of contract and
outsourced workers in the service industry was @pprately 85 per cent; 65 per cent in
the garment, textile, and footwear industries; 6pef cent in metal and electronic
industries; and 55 per cent in basic and miningistides?” It is because of this prevalence
of informalization in the formal sector that tradmions have been demanding the
elimination from labour law of provisions relatexdfixed-term contracts.

The World Bank used data from the IFLS to classifyployment in the formal sector
according to the workers’ contract status. Onlyrapinately 8.7 per cent of workers in
the formal sector hold permanent contracts, an@ per cent of formal workers have
fixed-term contracts (direct hiring and outsourcedationwide, around 81 per cent of
formal workers have no formal/written contracts.

There are four disadvantages to being an emplayebe formal sector without a
formal/written contract: first, a higher degreeinfome insecurity than permanent and
fixed-term contract employees; second, employedils mo formal/writtencontract are in
the most physically demanding and injury-prone jobsthey are the least likely to receive
medical benefits from their employers; third, tharg the least likely to receive training;
fourth, employees without contracts are disadvadaghen accessing the formal justice
institutions such as industrial relations couregduse they lack job documentation to use
as evidencé®

According to a study conducted by Tjandraningsiardwvati and Suhadmadi in 2010
on labour contracts and labour outsourcing in sdveretal industry companies, such
employment arrangements are made regardless afcthgoation and skills of a worker.
Thus it is a regular practice for companies to @utse work through labour agencies or
hire employees on contract in non-core activitidscording to one labour agency,
employees outsourced to client companies includ&d ptogrammers, secretaries,
salespersons, human resources and administragiffe call-centre staff, accountants, law
experts, site engineers, funding officers, medregresentatives, graphic designers, and
web designers. At the same time, this agency caldd provide managers or general
managers to be hired directly as contract workarsother labour agency provided
telephone operators, computer operators, juniaetates, tellers/cashiers, administrative

2 World Bank, 2010: 63.
% Novela, 2010.

% GSBI, 2011.

% World Bank, 2010: 60.
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staff and sales/promotion staff. Other agenciesvigeo cleaners, gardeners, security
workers, office staff, as well as some types ofitézians’’

The study of Tjandraningsih, Herawati and Suhadn(2@10) revealed that the types
of occupations and skills affected how the contraod outsourced workers were
employed. For instance, a manager was most likelype hired directly by the client
company as a contract worker, whereas technical sambort staff were outsourced
through labour agencies. However, the difference that the latter signed a work contract
with the labour agency that recruited them. Theolabagency administered the wages,
social security benefits and allowances based enwtbrk agreement. Many companies
intentionally terminated the contracts of theirrmpanent employees and then re-hired them
as contract workers or outsourced them throughuelagency’® As in the case of the
Batam Export Processing Zone, many outsourced w®nkere hired through a labour
agency with which they signed a contract. The agaenade them legally responsible if
they could not do their work. If they were ill, greant or hurt on the job, the user company
would immediately retrench them. These outsourcexkers were likely to be fined by the
labour agency for breach of work agreement forphevision of labouf® The growing
number of labour agencies and a declining proportibpermanent contract work in the
formal sector are likely adversely affecting thaliy of jobs in the formal sector.

1.3.3 Wages and working conditions of informal,
contract, and outsourced workers

The difference between permanembrkers and contract and outsourced workers in
Indonesia is apparent in wages, benefits and wedurgtly. Many permanent workers
occupy staff positions and are at management lerelsearn more money through annual
raises and have better benefitsMany outsourced workers are paid far less than
permanent workers.

The field work for this paper in metal industry emirises in Jakarta revealed that
contract workers earn only the basic wage, witloeal, transport or family allowances —
the three types of allowances enjoyed by permawnenkers® An earlier survey in the
same industry points out that although contradisaurced and permanent workers do the
same jobs and have the same working hours, diswcegzaexist with regard to basic
wages, wage components, allowances, and socialityedthe average difference in basic
wages between outsourced and permanent workers.4% per cent while that between
contract and permanent workers is 14 per €ent.

There was a wide gap in earnings between formaliriodmal workers, more so in
the non-agricultural sector and in rural areasPa02World Bank report statéSA study
conducted by Widarti in 2006 for the ILO furthewvealed that many informal workers in
Indonesia were paid less than the minimum wagyescertain districts or provinces many
employers did not apply minimum wage standardsdierchine workers’ wages in the
informal sector. The lack of enforcement througlspiction and monitoring on the
compliance with minimum wages in the informal sectbe lack of understanding of the

" Tjandraningsih, Herawati, and Suhadmadi, 2010: 25-26

8 |bid, p. 25-26.

2 peter, n.d. see Organizing precarious workersniohesia.Metal World. Ifmetal.org [web]. Available at:
http://www.imfmetal.org/files/,,,/feature.pdf

¥ peter, n.d., p. 15.

%! Bataviase, 2010.

% Interview: officials of enterprise trade union iretal industry on August 10, 2011 in Jakarta.

% Tjandraningsih, Herawati, and Suhadmadi, 2010: 43.

34 World Bank, 2010: 63.

% Widarti, 2006: 28.
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minimum wages regulation, the small size of busasswith relatively less income
security are several factors behind the curreneveityation in the informal sectd?.

The World Bank’s Indonesia Jobs Report 2010 regdattt@t outsourced and contract
workers in Indonesia’s formal sector were facingneo working conditions than those
employed under permanent contract. The former vebflegver weeks per year than the
latter and received fewer social security bendiles health care, pension, and severance
pay.” An ILO publication on Indonesia’s Global Jobs CwynScan stated that the
majority of informal workers did not participate the workers’ national social security
programme (Jaminan Sosial Tenaga Kerja or Jam9d&te& improve informal workers’
access to this program, the Government providedidas to reduce informal workers’
contributions in ten regions in 2010-11. It waswkwer, still insignificant as only 595,861
informal workers came under the Jamsostek prograasé April 2011

Since informal workers face unhealthy working eomiments and are less protected
by occupational health and safety (OHS) faciliti@ssocial security programme is even
more important. Victims of workplace accidents wererely sent to the local community
health service HRuskesmas) and in case of illness, the funding for treatmesis very
limited. The reasons behind low participation ofsiimformal workers in social security
programmes are their limited knowledge of OHS, |tk of awareness of health matters,
and low incomes that prevent them from paying teas security due$’

Relating to employment security, long tenure in oampany was not a guarantee for
change in the status of contract and outsourcedkes®r As in the case of temporary
workers in Kendal district of Central Java provingeny employers refused to regularize
long-serving contract and outsourced workeér€asual workers in the informal sector
usually face work insecurity since they are emptbym a daily basis. According to
Indonesia’s labour regulation, casual workers ghoat be employed more than 21 days
per month and their volume and working hours aspanified®

Discussions with Government and trade union reptasiges during the current study
revealed that the contract worker and the inforw@ker were seen as the most vulnerable
workers in Indonesia, because of wages below th@nmim wage level; difficulty in
obtaining social security, allowances, trainingd gmomotion; low education/skills, weak
legal protection, work insecurity, and no pension.

The World Bank opined that casual workers are clamed the most dissatisfied of all
informal workers in Indonesia. Even though casuatkers earned 42 per cent more than
those self-employed in agriculture and almost tames as the self-employed in non-
agricultural sectors, in Indonesia, low job seguifiéw or no benefits, and low social status
were the characteristic features of casual worladdition, casual workers possess neither
land nor working capital as those employed in adftice or non-agricultural sectof.

% Ibid, p. 28.

" World Bank, 2010: 59-60.

*¥ILO, 2010b: 12.

% poskota2011a.

“° Fahria, 2008.

*! Interview: official of SPSI in Kendal district of Geral Java Province in December 2011 (by phone).

*2 Ministry of Manpower and Transmigration Decree Nd) d02004 concerning The Guidelines of the Impleraton
of Fixed-Time Contract, Article 10.

43 World Bank, 2010: 66.
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1.4

The impact of the global financial crisis on
Indonesia’s economy and manufacturing
industry

Indonesia was one of many countries affected adiyetsy the recent global economic
crisis. Its economic growth declined from 6.34 pent in 2007 to 6.01 per cent in 2008
and further fell to 4.58 per cent in 2009. Thereay&owever, signs of recovery in 2010
when economic growth moved back up to 6.10 per.€ent

The Indonesian economy was hit by a decrease irade@ror non-oil exports from its
major trading partners, the United States and Eawopcountries. Even though exports
comprised only 28 per cent of Indonesia’s grossektim product in 200%,its economy
did not escape the impact of global volatility. ®atbtained from Bank Indonesia shows
that the overall non-oil exports of Indonesia tce tunited States dropped from
US$12.37 billion in 2008 to US$ 10.4 billion in ZDEXxports to European countries also
declined to US$ 14.52 from US$ 16.73 billion in 800n 2008, 27 per cent of all
Indonesia’s non-oil and gas exports were madeédsethwo destinations. Falling demand
in exports also affected the manufacturing secsort aontributed to 82.6 per cent of the
total non-oil and gas exports in 2008. As a consrege, the growth of Indonesia’s non-oil
and gas exports dropped as much as —-8.13 per me2®09 The largest decline in
international demand was in commodities such aspmecious metals, plantation-based
industries especially rubber products and palmteitiles and textile products. Data from
Bank Indonesia reveals that almost all export \&loé manufacturing commodities
declined in 2009 (table 7). This led to a declineinvestment and production in the
manufacturing sector.

Table 7.
Change in exports of commodities in the manufacturing industry
(2008-2009, in US$ million)

Commodities 2008 2009 Change (2008-2009)
Textiles and textile products 10 269 9326 -943
Garment 6110 5732 -378
Plywood 1517 1,187 -330
Palm oil 11889 10279 -1610
Chemicals 2772 2284 -488
Non-precious metals 9946 7191 2755
Electrical equipment, etc. 8816 8590 -226
Cement 155 158 3
Paper 3889 3437 -452
Rubber products 7483 4693 2790
Others 31046 26 139 -4 907
Industries 89 061 74 330 14731

Sources: Bank Indonesia, 2010; calculations of the authors.

Already facing problems such as lack of infrastnoet low foreign investments, and
competition from imported products, the manufactyirsector suffered a further setback
with decline in exports. The manufacturing sectotridonesia has long been one of the

44 Bank Indonesia, 2010: 173.
**|bid, p. 171-178.

“6 Calculated by the authors from the data of noii arml gas exports according destination counti&sed on the data
of Bank Indonesia, 2010, p. 180 and 184.
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major contributors to employment. It was rankeddhn 2007 and fourth in 2009 ase
largest provider of employment out of nine seciarndonesid. In February 2011, the
number of workers in the manufacturing sector watBrated at 13.7 million or 12.3 per
cent of total employment, or fourth as job supphiéger agriculture, the public sector, and
trade, hotel, restaurant sectors. As mentionedeeaeven though the number of workers
in the manufacturing sector continued to incredtseshare in overall employment was
constant at about 12 per cent during 2005-11. Quhe global financial crisis, growth in
employment in the manufacturing sector fell from6&4per cent in February 2007 to 2.86
per cent in February 2008 and to 1.41 per cenebrdary 2009.

Effects of the global financial crisis
on employment in Indonesia

The financial crisis caused a sharp decline in eyment growth, loss of jobs and
incomes, and an increase in informal employmentiuecgon in working hours and
temporary lay-offs®® The overall employment growth in February 2009 pgexd to
2.39 per cent from 4.58 per cent in February 2@8ployment growth contracted sharply
to 1.23 per cent in the formal sector and 2.9 pet o the informal sector. As the country
emerged from the global financial crisis, a sultsapart of the employment growth took
place in the formal sector due to an increase ipodg, investments, and domestic
consumptior?

Table 8.
Total employment and employment growth in Indonesia
(2005-2011)

Feb.2005 Feb.2006 Feb.2007 Feb.2008 Feb.2009 Feb.2010 Feb. 2011
Total employment 94,948,118 95,177,102 97,583,141 102,049,857 104,485,444 107,405,572 111,281,744
Total employment 4 4 0.24 253 458 239 279 361
growth (%)
Formal sector
employment growth ~ 12.53 0.48 3.23 5.98 1.23 5.83 12.95
(%)
Informal sector
employment growth ~ 1.53 0.14 2.22 3.96 2.90 1.46 -0.67

(%)

Source: BPS, 2012; calculations of the authors.

The financial crisis resulted in the retrenchmdri2®818 workers in 2007, 52,277 in
2008 and 30,181 in 2009 A leading national newspaper reported that thel taimber of
employment terminations as of March 2009 was 2@D®€rsons, consisting of 180,000
contract workers while the rest were workers wighnpanent status. During the financial
crisis, contract workers were first to be laid affid the companies terminated their
employment contracts without consent from the lgmalernment agency responsible for
manpower affairs!

The financial crisis also resulted in a sharp iaseein the number of workers in the
informal sector. According to the BPS, there wasramease of 1,439,964 employees in
informal sector from August 2008 to February 2008ile from February to August 2008

*" Number of Indonesia’s working population accordimgremic sectors, based on the data of Pusdatifd&aT,

2011a.
“1L0. 2009, p. 7-11.

9 Bank Indonesia, 2010, p. 21.
* pusdatinaker MOMT, 2011b.

51 KOMPAS, 20009.
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1.6

it was only 608,788. Workers in the formal sectdrowwere laid off or terminated were
those who had changed their status to informal emtk This was the case in the
electronics and automotive industries in Bekadiridisin West Java provinceas well as
in the textile and garment industries. Many coritraarkers whose contracts in the textile
and garment industries were not extended foundrawaelity jobs in medium and small-
sized textile and garment enterprises. Some cdntrakers from the same industry also
took up employment as casual work&téntil they found new jobs, these erstwhile
contract workers were unemployed and counted dsisugovernment dat4.

Loss of income also resulted as companies cut bacdlowances such transport and
food allowance and health care costs that wereiqusly given to workers. Many
companies eliminated overtime work and reduced nthmber of working shifts. The
abolition of overtime decreased the wages condifieras it contributed a significant
portion to total wageS. Some companies also changed the overtime wagelatibn
system to one based on the basic wage insteados$ gvage. In February 2009, many
companies stopped hiring new employees. Compamieedd of new employees preferred
to employ single, unmarried person to avoid paytimg family allowance. Thus, many
prospective employees who were married declaretidblves single when applying jobs
even though they were being hired on lower wages.

Recent economic and political
developments

Indonesia managed to overcome the global finamials and economic growth is now
expected to be higher than six per cent. Howewemanufacturing continues to contribute
significantly to the GDP and is still an importaeictor for employment creation, there are
a few challenges that need to be addressed. Ther sisc still challenged by low
competitiveness and low foreign investment and dépea lot on exports, making it
vulnerable to external markets. According to therM/®@ank/IFC (2009) the investment
climate in Indonesia is still relatively less attige to foreign investors. The ratio of
foreign direct investment (FDI) to GDP in Indone&aamong the lowest in the world.
According to the World Economic Forum 2011-2012 orgp quality infrastructure is
lacking. Its ports are ranked at 103 among 142 tt@ms) the power supply is ranked at 98,
and infrastructure at 76. Other challenges stitketh by manufacturing industry include
overlapping inter-sectoral policies, problems ia tnplementation of regional autonomy,
excessive taxes and non-taxes, and the lack afdiabsupport from the banking sector.
As noted in a World Economic Forum report, bribang corruption are among the major
barriers to doing business in Indone¥ia.

To support Government efforts to accelerate ecoaamvelopment, the government
established the Committee on National Economy (KENj)e KEN is responsible for
formulating recommendations in eight areas, nanudgigning the state budget; making a
grand design for economic connectivity at the metidevel; achieving seven per cent
economic growth that is inclusive, balanced andirenmentally friendly; drawing up
more effective poverty reduction programmes; spegdiup job creation and
unemployment reduction; maintaining food securityaintaining energy security; and

*21L0, 2009, p. 8.

*¥ SMERU, 2010, p. 2.

* SMERU, 2009, p. 6.

** SMERU, 2010, p. 2.

* SMERU, 2009, p. 6.

*"Wie and Negara, 2010, p. 304-304.
*8 Kadin Indonesia, 2009, p. 19.

*¥ Bank Indonesia, 2008, p. 16-17.

% wie and Negara, 2010.
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2.1

strengthening domestic financial resources. KEN&mMmendations to the Government
are however yet to be implemenfad.

In the effort to improve the investment climatetire country, the government is
considering tax holidays in at least five industrienetals, oil refining, petrochemicals,
renewable energy, and telecommunications equipmiertlso plans to reduce the income
tax for certain industries and draw up disincerstif@ importers who do not invest in the
country’? such as imposing luxury taxes for imported gods.

Overview of labour law reform and legal
rights with respect to non-standard
workers

Overview of labour law reform in Indonesia

The labour law reform in Indonesia was intended acommodate the ILO core
Conventions through ratification of the conventifhi included a number of important
policies to improve the investment climate.The labour law reform had two
conseqguences: changes in the nature of the labatkeimand in the industrial relations
paradigm in Indonesi¥.

The Government argued that a sound framework ofualvelations is central to
generating employment, enhancing workers’ welfand akills as well as promoting a
stable business environment. It attempted to enthatethe labour laws reform struck a
balance between protecting the rights of workersluding freedom of association and
preserving labour market flexibiliyf.In order to manage relatively cheap labour, it was
also deemed necessary to regulate provisions dekamteemployment relationships in
outsourcing and fixed-term contract systems. Agsllt, Indonesia legalized fixed-term
employment contracts and outsourcing work in the ladour law (Manpower Act No. 13
of 2003) and in its relevant regulations (MOMT Deer No. 100 of 2004 on
Implementation Guidelines of Fixed-Term Work Agresm MOMT Decree No. 101 of
2004 on Labour Agency’s Permit, and MOMT Degree RR0O of 2004 on Requirements
to Outsource a Part of Works to Other Companies).

However, the trade unions were of the opinion fletibility in the labour market
was introduced to accommodate the interests of@ra®, especially when it came to new
recruitments, layoffs, and applying fixed-term eayphent contracts and work agreements
to outsource parts of work to other compafiféghe employers, on the other hand, were
dissatisfied as the new labour law regulates minimseverance pay, service pay, and
compensation to a permanent employee.

The first labour law promulgated during labour laworm after 1998 is Act No. 21
of 2000 concerning Trade Union/Labour Union thadranteesvery worker, either within
or outside an employment relationship, the righiréely form and become a member of a
trade union. According to the Act ‘a trade uniobdar union is an organization that comes
from, is established by and for either enterprisera or enterprise-free workers/labourers,

® |bid, p. 281-282.

%2 Samboh, 2011b, p. 13.

% Investor Daily Indonesia. 2011.
% Uwiyono, 2007, p. 17.

% See Indonesia-Letter of Intent, Memorandum of Beoic and Financial Policies, and Technical Memotand
of Understanding, March 18, 2003. Available at:tg#twww.imf.org/external/np/0i/2003/idn/01/inddstm>

% Nurjaya, 2010. p. 3.
®” Indonesia-Letter of Intent, March 18, 2003.
® Tjandraningsih, Herawati and Suhadmadi, 2010, pl4;3ee Silaban (KSBSI), 2011.
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which is free, open, independent, democratic aspamsible to fight for, defend and
protect the rights and interests of workers/labmurand improve the welfare of
workers/labourers and their families’. This GenePabvision functions as the legal
foundation for every worker in Indonesia, regarsle$ their employment relationship, to
exercise their rights to associate and form a tteien.

The Act brought in the multiples union system. dtrequired a minimum of ten
workers to form a trade union. The implicationhatta company can have multiple trade
unions. Before 2000, no trade union could be lggatablished except the Serikat Pekerja
Seluruh Indonesia (All Indonesia Worker Union (S9PSand before that, the Federasi
Buruh Seluruh Indonesia (All Indonesia Labour Fatlen (FBSI)). Both were under the
sponsorship of and strictly controlled by the Goweent®® The Act also prohibits
discrimination by employers against union membArtidle 28).

In 2003, the Government also enacted Act No. 12Qff3 concerning Manpower.
This Manpower Act gives the right to collective gf@ining and allows registered trade
unions to conclude legally binding collective labagreements (CLAs) with employéPs.

The reforms of 1998 brought in the contractual nhoafeindustrial relations in
Indonesia. In the contractual model, employmenmserand working conditions are
negotiated by the employer and union representatidewever, there have been no real
changes in the practical application of industri@lations concepts and principles in
Indonesia as the Government was still able towetes in matters related to determination
of employment terms and conditions through enactroémegulations! Some observers
claim employment terms and conditions in the exgstiaw constrained collective
bargaining, particularly at the workplace levelttltmuld benefit both employers and
workers, and other observers argue that many ¢oke@greements in Indonesia still
rarely went beyond the minimum terms and conditiegilated by the Governméeft.

The Manpower Act No. 13 of 2004 integrates the eyplent terms and conditions in
the earlier regulations and includes the followihg:

1) Prohibition against employing child labour

2) Obligation to provide rest breaks and annual led\a least twelve days

3) Working hours

4) Rights and obligations of female workers

5) Rights of any prospective employee to gain employméthout discrimination
6) Equal rights or opportunities to choose or movartother job

7) Rights of any worker to form or to become a mendjex trade union

8) Rights to strike or lock-out

9) Rights of employees to acquire, to improve, or &valop job competencies
through a job training

10) Exception of “no work, no pay”
11) Minimum wage

12) Obligation of the employer who employs more than teorkers to create a
Company Regulations, the content of Company Reguakt and obligation to
legalize the Company Regulations.

% Nurjaya, 2010, p. 4.

O ITUC-AP, 2010, p. 8

" Uwiyono, 2007. p. 17.
2 palmer, 2008, p. 14.

8 Uwiyono, 2007, p. 197.
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13) Requirement of a Fixed-Time Contract, the duratbm Fixed-Time Contract,
and the ending of Fixed-Time Contract.

14) Termination of employment and severance paymerts; ¢alculation of
severance payment; and wage component used tdatalseverance payment

15) Rights of the resigned worker

16) Validity of the Collective Labour Agreement, thetenxsion of the validity of a
Collective Labour Agreement, and the negotiatioqureement of a Collective
Labour Agreement.

In the aftermath of the global crisis of 2008-20@% discourses on labour law in
Indonesia were more focused on economic interastead of addressing workers’ rights
and welfare. In 2008, the Congress of Indonesiamn@fers of Commerce (Kadin
Indonesia) recommended the need for harmonizatidabour laws in order to improve
the country’s economic competitiveness. Revisioesewecommended to the Manpower
Act (No.13) of 2003, the Industrial Relations DiggsiSettlement Act (No.2) of 2004, the
Trade Union/Labour Union Act (No.21) of 2000 ane tWorkers’ Social Security Act
(No. 3) of 1992, as these contained provisionsdithhot provide a climate conducive for
promoting employment and economic development.ifisiance, the Trade Union/Labour
Union Act contains provision that allow more thameaunion in a company. The Kadin
Indonesia was of the opinion that the employers hae difficulty in determining which
union to conduct collective bargaining with. Thisuation made the establishment of
harmonious industrial relations at the workplaahallenge.

The Manpower Act No. 13 of 2003 has been criticibgdthe employers for laying
down a long layoff procedure and excessive severgray that burden employers, and
apparently creates problems in outsourcing anddfigem employment contracts. In the
Industrial Relations Disputes Settlement Act, thdustrial Relations Court has limited
authority over civil disputes and has no authaigtyake up criminal cases; it is unclear on
the status of industrial relations ad-hoc judgeshim Industrial Relations Court and the
Supreme Court; the resolution of disputes in theéustrial Relations Court and in the
Supreme Court is time-consuming both for emplogeis workers?

The Government’s intention to revise the currentnptawer Act No. 13 of 2003 is
supported by the Indonesian Employers’ Associa{®RINDO). The APINDO is of the
view that the current regulatory framework is notdstor friendly. The Government and
APINDO are therefore proposing amendments that evdehl directly with conditions of
fixed-time contracts, termination procedures, aedesance payment calculatiofisThe
Government gave assurance that the revision oMiepower Act would be given high
priority in order to support the Major Plan of Atemting and Expanding of Indonesian
Economic Developmerif.

The trade unions regarded Manpower Act No. 13 &f328s anti-worker and pro-
employer. They argued that the Act legalized “outsimg” which would have the effect of
reducing job security for workers. It also legafizdixed-time contracts” which could
jeopardize the job security of permanent employees, restricted the right to strike in
specified labour disputés.

In 2010, major trade union confederations urged@beernment to specify the types
of work that could be contracted and outsourcedeyThecommended that a work
agreement be signed between outsourced workerstr@ndiser company. They also
demanded that the Manpower Act state a time lioriefnployers to reply to trade unions’
request for negotiation, and that sanctions orsfibe imposed for any delay. They

" Kadin Indonesia, 2009, p. 24-25.

> Uwiyono. 2007. pp. 196.

® The explanation of General Secretary of Ministryvsinpower and Transmigration, cited in KOMPAS, 2011a.
" Uwiyono, 2007, p. 196.
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emphasized the need for the Manpower Act to alleféderations and the confederations
to be part of the union’s negotiation team. Finalhey strongly urged the Government to
issue the Ministerial Decree on Sectoral Collectisbour Agreemen®

Trade unions confederations have also made recodatiens on issues regarding the
implementation of the Trade Union/Labour Union At. 21 of 2000 and the Industrial
Relations Dispute Settlement Act No. 2 of 2004. yTinecommended that the team of
labour inspectors be composed of worker, emplogdrgbvernment representatives. They
demanded that the Government formulate and impleraelaw on industrial disputes
separate from the civil law systeffi.in fact, not all trade unions agreed with the
Government’s plan to revise the Manpower Act. Tleedfation of Metal Workers Trade
Unions (FSPMI) rejected the amendment on grounds ithfavoured employers’ and
investors’ interests over workers’ rights. Theifusal of the Manpower Act review was
backed by two political parties in the Parliam®nt.

2.2  Employment terms and conditions of
informal, contract and outsourced workers

The legal rights on employment terms and conditiohsontract and outsources are
regulated mainly by labour laws and regulationse Thllective labour agreement between
a trade union and the employer rarely negotiateethployment terms and conditions of
contract and outsourced workers. At the end of 2Bl Constitutional Court made the
important decision in order to improve employmesrinis and conditions of outsourced
workers. Compared with the contract and outsouveeikers, informal workers are even
less regulated and less protected. The followirggthe labour laws and regulations on
employment terms and conditions of contract, outsedi and informal workers in
Indonesia.

Contract workers

= Act No. 13 of 2003 stipulates the terms and cooddi of fixed-term contracts.
Article 57 of the Act regulates that the work agneat for fixed-term employment can
be written in the Indonesian language and in othieign languages, but if differences
in interpretation arise, the Indonesian versionldferegarded as the authoritative one.
Article 59 states that contract work shall be wiarbbe performed and completed at one
go or work which is temporary by nature, work whasenpletion is estimated at a
period of time which is no longer than three yeaessonal, or work that is related to a
new product, a new (type of) activity or an adadiib product that is still in the
experimental stage or try-out phase.

»= The Ministry of Manpower and Transmigration Decikm 100 of 2004 concerning the
guidelines on the Implementation of Fixed-term Cacit stipulates that the working
conditions of fixed-term contract employees shontt be lower than the working
conditions as stated in the provisions of the egstaw and regulation (Article 2).

Outsourced workers

= Manpower Act No. 13 of 2003, Article 65 states tlia¢ protection and working
conditions of outsourced workers shall at leasth®e same as those provided at the
enterprise that commissions the contract or sleath@ with valid laws and regulations.
The employment relationship in undertaking the ourtsing/contracting work shall be
determined and specified with a written employmagteement between the other
enterprise and the worker/labourer it employs @etb5).

BITUC-AP, 2010, p. 4-5.

bid., p. 10.

8 KOMPAS, 2011, p. 34.
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= Ministry of Manpower and Transmigration Decree @0 of 2004 concerning The
Requirements of Outsourcing Some Parts of Work ttee©Companies stipulates that
every work agreement to outsource some parts df woother companies shall contain
provisions that protect the rights of workers ia #mployment relationship (Article 5).
Article 4 stipulates that in case the subcontraetuyaged in outsourcing work has no
legal status, the subcontractor will be obligedulfil the rights of employed workers
instead of the user/vendor companies which outsolttte work.

= Ministry of Manpower and Transmigration Decree N1 of 2004 concerning
Guidelines on the Permit to Establishing a Labogercy underlines the provisions in
Manpower Act No. 13 of 2003 regarding wages and kwoonditions and the
employment relationship between the outsourced eraakd the labour agency.

= Based on the decision of Constitutional Court Nbo22011 to review Articles 59, 64,
65, and 66 of Manpower Act No. 13 of 2003 as to thbe they comply with the
Indonesia’s Constitution of 1945, the Directoraten€ral for Industrial Relations and
Workers’ Social Security in the Ministry of Manpomwand Transmigration issued an
official letter to implement the Constitutional Gowlecision regarding employment
terms and conditions of work of outsourced workdétscording to the letter, if the
employment terms and conditions between the lalagency or subcontractor and
outsourced workers do not include the clause ohgfea OF Undertaking Protection of
Employment (TUPE) to other labour agencies or sotvacotors, the employment
relationship between them shall be in the formPefjanjian Kerja Waktu Tidak
Tertentu or indefinite time contract (PKWTT). Otherwise tlile employment terms and
conditions contained the TUPE clause, the employmexationship between
outsourced workers and the labour agency or sutamnt is calledPerjanjian Kerja
Waktu Tertentu or fixed-time contract (PKWT). The Constitutior@burt’s decision to
regulate the TUPE is to protect the rights of outsed workers when they face
changes in labour agency or subcontractor in tiregab®

Informal workers

» The Ministry of Manpower and Transmigration Decime 4 of 2006 on Guidelines on
the Implementation of Social Security for Worketgside Employment Relationship
stipulates that workers outside an employmenticgiahip (such as informal workers)
can apply for workers’ social security (JamsostekPT Jamsostek (the State-owned
workers’ social security agency) according to tmgied and financial capability. The
social security provides work accident, death,agd and health care benefits.

Contract, outsourced and informal workers

= Act No. 40 of 2004 concerning National Social SdgufArticle 13) stipulates that
employers shall be required, in stages, to regthmselves and their employees as
participants of the Social Security Administeringdes which administers the social
security program in which they are participatindieTbenefits of social security
programmes for them include health care benefitkwaccident benefit, old age
benefit, pension benefit, and death benefit. Howethee implementation of Act No.
40 of 2004 on the National Social Security Systemrealize universal health
insurance must wait until the Social Security Adistiering Agency is established.

= Manpower Act No. 13 of 2003 in Article 88 statesittlevery worker has a right to
earnings that meet their decent living needs. Taee@ment stipulates the minimum
wages based on the decent living needs and econpragtuctivity and growth.

8 |etter of Director General for Industrial Relatioasd Workers’ Social Security of the Ministry of Mzower and
Transmigration No. B.31/PHIJSK/I/2012 concerning Thmeplementation of Constitutional Court Decision No.
27/PUU-IX/2011; Constitutional Court Decision No. 27 2811 on the review the Article 59, 64, 65, and 66 of
Manpower Act No. 13 of 2003
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3.1

Innovations in organizing informal,
contract and outsourced workers and
collective bargaining and social dialogue

Challenges to freedom of association and
the right to collective bargaining

Indonesia had ratified the ILO Convention No. 98a#rning the Right to Organize and to
Bargain Collectively prior to 1998. Later it raéifl ILO Convention No. 87 on Freedom of

Association and Protection of the Right to Organimdonesia also enacted the Manpower
Act in 2003 recognizing the right to collective gamning, and the Trade Union/Labour

Union Act recognizing the right to form and joiruaion. However, the implementation of

those rights has remained a challenge.

3.1.1 Employers’ reluctance to respect freedom

of association

There are now thousands of enterprise level uni8@sfederations, and government-
recognized confederations such as the Konfedeexske® Pekerja Indonesia (KSPI), the
Konfederasi Serikat Buruh Sejahtera Indonesia (KpB&hd the Konfederasi Serikat
Pekerja Seluruh Indonesia (KSP8IDf the 33 provinces in Indonesia, the highest minio
membership is in DKI Jakarta (1,398,829), East J684,804) and West Java (489,382).
During 2007-10, however, trade unions could notltatp with the growing number of
companies in Indonesia. Union representatives altbgt employers both in public and
private enterprises were trying to weaken the withimough intimidation, union officials
were forced to resign, and layoffs of union offisi&' There were instances where
companies laid off workers who had tried to setaupnion. Trade union activists were
often physically assaulted, it was alleged. In s@ases, employers established “yellow
unions” so as to undermine the role of trade uni@untrary to the law on contract work,
employers hired workers on contract even whendbeaas not temporary, so they could
not join the uniof?

Table 9.
The number of trade unions and unions’ members in Indonesia
(2005-2010)
2005 2006 2007 2008 2009 2010
Number of trade unions at 18 352 18 352 11 467 11786 11852 11852

company level

Number of members of trade 3 388 587 3388 587 3388 587 3405615 3414 455 3414 455
unions

Number of companies that n.a. n.a. 186 910 207 518 208 737 219721*
should report the employment
at their companies

Note: *) Based on MOMT data as of March 2011; n.a. = data is not available.
Source: Pusdatinaker MOMT, 2011, based on data of Directorate General on Industrial Relations Settlement and Social Security.

8 MOMT, 2011, p. 19.
#Data on trade/labour union in Indonesia accordirgpttovince based on the data of Pusdatinaker MONIT] 2

8 Statement from the representative of iuefederasi Konggres Aliansi Serikat Buruh Indonesia (KASBI) -in a public
discussion on labour issues held by Aliansi Juriatiependen (AJI), on December 11, 2009.

% TUC-AP, 2010, p. 10.
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3.1.2 Restrictions in labour laws

Article 44 of the Trade Union/Labour Union Act 00@D states that civil servants have
freedom of association and right to organize; hawethe same Article stipulates that it
should be regulated in a separate law. Howeveof asw the law to regulate freedom of
association of civil servants has not been ena&esdor the private sector, Article 15 of

the Act stipulates states that any worker whosatiposin the enterprise may cause a
conflict of interest between workers and employ&teuld not be made union officials.
This is interpreted by employers as those workene Wwave jobs related to accounting,
security, and human resources. Thus these workerprahibited from joining a trade

union. This is a condition that is often set outdflective agreements.

3.1.3 Lack of enforcement of labour laws

Although there are provisions that impose prisontegce or fines for violations of
freedom of association, these are not enforcedjcpkarly when there is a case of
discrimination against unioff§pr when the company delays or fails in implementine
collective labour agreements (CLAS). Lack of endonent of labour laws is not only due
to the limited number of labour inspectors but dtstack of understanding of labour laws
and regulations, and to the constraints in the@mgintation labour laws and regulations in
the local government under the decentralized aditnation systerft’

Under the decentralized system in Indonesia, lalmsyrections are carried out by the
local government. However, there is a lack of cowtion between the local and national
levels of labour supervisidfi.

Collective bargaining in Indonesia also faces a lmemof constraints.

1) Many Indonesian employers refuse to negotiate eynpémt terms and
conditions through collective agreement. The numdfezompanies with CLAs
during 200710 was low, less than 6 per cent of the total nundbezompanies
that submitted reports to the government agencyporesble for manpower
affairs.

2) Informal workers and contract and outsourced warld®m not have a common
bargaining platform.

3) Intervention from the Government in form of regiigtemployment terms and
conditions make it difficult for unions to demartteir rights beyond the norms
of labour protection standard during the collectiagaining. On the other hand,
the employers use the regulations as a means \iorggnot more than what is
regulated by the Government

4) The business units in Indonesia are dominated bgllsamd medium-sized
businesses that belong to the informal sector. Meworkers in this sector do not
feel the need for CLAs at their work plate.

5) Clauses in the Manpower Act No. 13 of 2003 havenbeeerpreted in several
ways with regard to extending an existing CLA ahd tegal requirement of a
union to be a bargaining agent. With regard to reditey an existing CLA, the
Manpower Act does not mention a time limit for eoydrs to reply to the
unions’ request for negotiation. Thus, it enablagpleyers to frequently avoid
negotiations’* Regarding the requirement to be a bargaining agaet Act

8 |TUC-AP, 2010, p. 14-15.

8 Information from the secretary general of OrganiSesikat Pekerja Indonesia on January 22, 2018jlable at
http://hukumonline.org.

8 MOMT Regulation No. 12 of 2012, p. 45.

8 TUC-AP, 2010, p. 9.

% Interview: Syukur Sarto (Chairman of KSPSI) on Audl®; 2011 in Jakarta.
L ITUC-AP, 2010, p. 4.
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stipulates that in case of multiple unions at atemmise, the union whose
members exceed 50 per cent of the total numbermdfars in the enterprise will
have the right to represent workers in negotiatingpllective labour agreement.
If a trade union does not meet this condition,Abeprovides that a trade unions’
coalition is formed but it too must have the suppmdrmore than 50 per cent
workers in the enterprise. If these are not possiben the trade union shall
establish a negotiating team whose members shaktsemined in proportion to
the membership of each trade union. Membershipscard a must. Although
union representatives feel that this restrictsrigjigt of minority unions, there is a
judicial order on Article 120 of the Manpower Achigh states that, in order to
protect the right to bargain collectively of mirtgrunions, unions may form a
coalition to create a negotiation team whose membee determined through
proportional representativeness.”

3.2 Constraints in organizing informal,
contract and outsourced workers

The majority of union members in Indonesia are wkn the formal sector. Trade union
density (the percentage of union members to tatahdél workers) was 10 per cent in
2005-06% 11 per cent in 2009, and declining to 9 per cer®0i10**

Workers in the informal sector and those underreantfind it difficult to join trade
unions. For instance, the union of a state-owneik lexcludes outsourced workers from
membershig® According to a survey conducted by the KSBSI drel KSPI, many trade
unions are less interestemlorganize outsourced and contract workers sineie tontracts
are very short. In addition, their permanent memsiierin trade unions is uncertain due to
the nature of their work as contract or outsoursedkers in user compani€sAt one
state-owned regional company, contract and outsduweorkers were afraid to form a
union or associate with any outside union for fearlosing their jobs’ Outsourced
workers have a contract with labour agency instefithe company where they work
which puts a further constraint on them especiallhen the company prohibits such
workers from joining a unioff’

Informal workers are also difficult to organize @®ir employment relationship is
relatively short, and the workplace and work haanes not fixed. They are, in most cases,
not aware of the benefits of joining a union. Tlhwaernment does not seem to have much
interest in implementing freedom of associationttie informal sector’® Finally, the
requirement of minimum membership prevents workersmall establishments that have
less than ten workers from forming a union.

% Decree of Constitution Court No. 115/PUU-VII/2009 ardidial Review of Article 120 of Act No. 13 of 2003
concerning Manpower.

% palmer, 2008, p. 16.

% See Table 11 for the number of trade/labour unions twechumber of trade/labour union members in Indizne
% For example in one of state owned large banks wéicploying outsourced workers.

% |TUC-AP, 2010, p. 3.

"In a regional government owned business entitydéndél district, Central Java Province. Based orirttezview with
an official of SPSI in the district on December 2611.

% The case of companies in metal industry. For #taitsee Tjandraningsih, Herawati and Suhadmadi, 2010, p.%2-5
% Interview: Elly Rosita Silaban (President of Fedef@arteks-KSBSI) on July 19, 2011 in Jakarta.
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3.3

Innovations in organizing informal,
contract and outsourced workers

3.3.1 Organizing informal workers

Several trade union confederations and nationaetranions such as the Konfederasi
Serikat Pekerja Seluruh Indonesia (KSPSI), the Kdefasi Serikat Buruh Sejahtera
Indonesia (KSBSI), and the Sarikat Buruh Muslirnddnesia (SARBUMUSI) have been
engaged in organizing informal workers in Indoné$idhere are also specific unions for
workers in the informal sector such as the PersaRekerja Informal Seluruh Indonesia
(PERPISI), the Unity of Informal Workers of Indoi@¥" and the Serikat Pekerja Sektor
Informal (SPIN) Informal Workers Uniotf?

The KSPSI has set up sector-based trade uniotise loonstruction sector, the KSPSI
formed the Serikat Pekerja Bangunan dan Pekerjaannt (Construction and Public
Works Labour Union) (SPBPU); in 2001 in the transpmon sector it established the
Serikat Pekerja Transportasi Indone@iadonesian Transportation Labour Union (SPTI)
whose major members are the informal workers adeteectors” The KSBSI also has a
Federasi Konstruksi, Umum dan Informal (FKUI) fafdrmal workers in the construction
sector and the general sector; as well, it has reesnlho are workers outside employment
relationships who produce goods or services, tham&ing on businesses with no legal
status, casual workers, owners of informal econoaatvities, domestic workers and
migrant workers. In addition to informal workerfiet FKUI organizes workers whose
occupations are different but find jobs throughadolur agency in the construction
sector!® Street vendors, cellular top-up voucher sellessj trivers, motorcycle taxi
drivers, and workers employed in home-based faedoare among the informal workers
who are members of the KSBSI in DKI Jakaffa.

For outsourced workers and those whose companiesrtaunions, the KSPSI offers
direct membership in its branch within the sec@urrently, some outsourced workers in
the manufacturing industry are direct members & HSPSI. The union also has
membership of informal workers engaged at the p@isect membership increases the
bargaining power of the worker. When workers facebfems with their employer, the
union representatives can settles disputes witletmgloyer on behalf of them. There are
other advantages for an informal worker in joinadrade union. For example, informal
workers in the construction sector who have takeambership in the SPBPU
automatically become members of its cooperative prudessional associations. As a
member of the cooperative, the informal worker getsnomic protection and as a member
of professional association they can receive odtmparotection, such as trainings to get
professional certificates. Currently, the KSPSiiwking with the Public Works Ministry
in a certification programme that is expected tod one million construction workers.
The SPBPU’s cooperative acts as sub-contractorsetgotiate work tariffs with the
employers. By becoming a member of the cooperatifermal workers can get the jobs
directly from the cooperatives and earn higher mnes than when they get the jobs
through foremen at construction sites. The commaatjze is that construction workers
outside SPBPU get jobs through foremen who woutdhair wages that eventually causes
the workers get lower wages. KSPSI also organizesmal workers who work at the sea

199 SARBUMUSI, 2008, Anggaran Dasar SARBUMUSI (SARBUMUSI Consitin). October 29, 2008.
191 pPERPISI (The Unity of Informal Workers of Indondsi2a008, p. 2.

102

Antaranews. 2011.

198 |nterview: Syukur Sarto (Chairman of KSPSI) on AuglG, 2011 in Jakarta
104 FKUI, 2010. Anggaran Dasar FKUI (FKUI ConstitutioWarch 13, 2010.
1% nterview: Elly Rosita Silaban (President of Fedearteks-KSBSI) on July 19, 2011 in Jakarta.
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port. By becoming the members of union, their labowmion provides them work
security’®

3.3.2 Organizing contract and outsourced workers

in Batam’'s EPZs

The Federation of Indonesian Metal Workers’ UniB8PMI) — affiliated to the KSPI and
Lomenik (Federation of Metal, Machine and Electeshi— affiliated to the KSBSI, have
successfully organized contract and outsourced @repk at the export processing zones
in Batam in Kepulauan Riau Province. Establishe@001, the FSPMI has 25,000 EPZ
workers in Batam as members, while Lomenik has@orkers as members. According
to the FSPMI, around 98 per cent of all workerBatam’'s EPZs are hired through labour
agencies. Batam’'s EPZs employs permanent worketsparced and contract workers.
Lomenik and the FSPMI have taken legal action tase permanent employee status for
workers who had been in contract for three yeansa$ been successful in negotiation to
end the contracts for outsourced employees andgeldartheir status as permanent
workers®’

For an EPZ contract worker, securing a decent veagk permanent work are two
main priorities. In addressing the needs of EPZkexs, the FSPMI and Lomenik
independently set out strategies to change theisstat contract workers to become
permanent, increase political influence in the siecimaking bodies that regulate
minimum wages and labour policy, and negotiateectife agreements that decrease the
number of contract workers. The FSPMI are also gegan organizing women workers
by increasing women’s participation in the uniohaieging the union’s constitution to
ensure 30 per cent seats for women at all levethefunion. In the political arena, both
unions are actively engaged in supporting candidiateparliament that represent workers’
interests. The FSPMI is pressing for a seat irhtbkly influential EPZ Council in Batam,
which at the moment comprises only businessmenrardbers of parliament. The FSPMI
has also been demanding that ILO Conventions edtifly the country be observed in all
industrial zones. Much of the work of the FSPMI dmmanenik has received support from
the International Metal Workers’ Federation (IMWéNd the Swedish affiliated IF Metal
and SIF through the EPZ Organizing Project thatestiain 20068

3.3.3 Organizing contract and outsourced workers

in the sports apparel industry

In the garment, textile and footwear industriesuarb65 per cent of the total workers are
on contract or outsourcetf? To encourage collective bargaining and freedom of
association in this sector, a Freedom of AssociafftOA) Protocol was signed on June
2011 by five trade unions (Federasi Garteks, GHHSBI, KSBSI, SPN) and five
companies who are brand holders and suppliersastssppparel (including Adidas, Nike,
Puma and Pentland).

This agreement binds the signing parties and itwigions regulates that: 1) all
holders of the company brand and/or services irsplaets apparel industry supply chain in
Indonesia must respect and implement the rightdraedom of association; and 2)
suppliers are required to disseminate the conteftthis protocol and encourage its
implementation to their subcontractors (Article 2).

The FOA Protocol is applicable in all companies @@ signatories to the protocol
irrespective of whether a collective labour agreeime in place or not. Article 3 of the
Protocol states that if the provisions of the ClrAtlhe companies bound by this Protocol
are lower than the provisions in the protocol, ttieprovisions of the FOA Protocol will

97 peter, n.d., pp. 14-15.
1% pid., pp. 16-18.
1 GsBl, 2011.
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3.4

be used (Article 3). The FOA Protocol does not weges and working conditions,
however it requires companies to conduct colledtiaggaining to conclude an agreement
within six months of the formation of a labour umid°

According to the Protocol, the company must: (1jegivorkers the freedom to form
unions in the workplace; (2) recognize all unionsthie company and not discriminate;
(3) not interfere in trade union activities; (4ygitime to members and officials of trade
unions to conduct union activity; (5) not resortaoy form of intimidation, including
demotion, transfer, reduction of wages, crimindiara assigning tasks beyond the ability
of workers, suspend members/officials of the tradsn who conduct union activities;
(6) provide adequate space for the union’s seca¢tand (7) refrain from intimidating the
union’s CLA negotiating team (Article 4, 5, 8.

To monitor the implementation of freedom of assti@ig as stipulated in the FOA
Protocol, the FOA Protocol Supervision and DispBettlement Committee shall be
established at the enterprise and national levElee Committee has been formally
established in the national level in November 26'%2At the enterprise level, the
Commission is composed of union and company managemhile at the national level
the Commission consists of the supplier and pradoompanies, trade unions and NGOs
at the national level (Article 8). Any deviationsoin the Protocol are to be resolved
through bipartite negotiations, or in accordancthvemployment regulations (Article 9)
that are applicable. Indonesia is the first coutdripave an FOA Protocol. It applies to all
companies whether or not they have already esteoligrade unions and collective
agreements®?

Collective bargaining during
the global financial crisis

Collective bargaining has been used to responadi@lsand economic changes and as a
way to reconcile the interests of employers andkexs in several countries affected by the
global crisis of 2008-2008 One indicator of collective bargaining practiceridg the
crisis is the number of CLAs. At the time of thedncial crisis in 2008, there was an
addition of 745 CLAs compared to an addition of 485As in 2007 (table 10). Although
the statistics do not indicate the number of newA€kreated due to the crisis, it does
show that collective bargaining increased whendbentry was impacted by the global
financial crisis.

1% Freedom of Association Protocol, 2011; Interviewly FRosita Silaban (President of Federasi Garteks&I$Bn
July 19, 2011 in Jakarta. Suppliers are compahisprovide product/services to brand holder.

! Freedom of Association Protocol, 2011.

12 |nformation from Elly Rosita Silaban (Presidentrafderasi Garteks-KSBSI) on January 25, 2013.
3 |nterview: Elly Rosita Silaban (President of Fedearteks-KSBSI) on July 19, 2011 in Jakarta.
1410, 2010, p. 25.
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Table 10.
Number of collective labour agreements and company regulations
(2005-2010)

2005 2006 2007 2008 2009 2010
Number of company regulations 36 543 37228 38 654 41252 42 266 44149
Number of collective labour agreements 9168 9291 9756 10 501 10 683 10 959
Number of companies that according to
regulations have to submit labour report n.a. n.a. 186 910 207 518 208 737 219721*
to government
Percentage of CLAs to number of 522 5.06 512 4.99
companies that have to submit labour ~ n.a. n.a.

report to government

Note: *) Based on MOMT data as of March 2011; n.a. = data is not available.
Source: Pusdatinaker MOMT, 2011 based on data of Directorate General of Industrial Relations Settlement and Social Security.

At the time of global crisis, collective bargainimgs conducted to create, extend or
renew a CLA. Generally, workers initiated the psxcef collective bargaining for creating
a new CLA, while the initiative to extend an exigtiCLA came from the employers. The
initiative to use collective bargaining to renewe tlexisting CLA came both from
employers and the trade unions. Collective barggitd create a new CLA occurred more
frequently in companies severely affected by thebgl crisis, particularly in labour-
intensive industries such as textiles and eleateorduring the recent financial crisis many
new CLAs were initiated in the banking sector. e bther hand, employers whose
companies were affected by the crisis did not siagbtiation to create new CLAS.

Several CLAs were renewed during the time of tmaritial crisis. In the Bakrie
group, one of the largest business houses in lmi@ngeveral months before the lapse of
the existing CLAs, the unions in the business goenterprises held consultations with
the KSPSI to work out collective bargaining strég¢ego renew the CLAs. The unions and
the KSPSI also discussed the slowdown which therladian economy was beginning to
experience and the impact it might have on the eyaas. Negotiation strategies for
collective agreement were outlined by the KSPSIamdns.

During the collective bargaining, the unions anel #@mployers succeeded in coming
to an agreement on the use of contracts and oetdworkers in the Bakrie group. Under
the new CLAs the enterprises could not change thplayment status of permanent
workers in case of a financial crisis and contrantd outsourced workers could be
employed only on a temporary basis and only ifétveas increase in production.

According to the Chairman of the KSPSI, many cdilec agreements to protect
permanent workers were worked out in Indonesiangutfie global financial crisis® The
KSPSI also conducted several negotiations with eysps and the government in order to
eliminate the use of contract and outsourced werkBne KSPSI representatives were of
the opinion that enterprises could not demand tgyélom contract or outsourced
workers!!’

Some negotiations to regularize the fixed-term @mtsucceed in enterprises where
KSPSl-affiliated unions exist, such as in Batam &PHowever, there have not been
successful in fighting for the regularization ofntact and outsourced workers through
collective bargaining:'® Some labour unions representatives indicated #iough
several CLAs were concluded during the financiaisr some companies were reluctant to
implement them.

1% nterview: Syukur Sarto (Chairman of KSPSI) on Augl®, 2011 in Jakarta.
18 nterview: Syukur Sarto (Chairman of KSPSI) on Deben28, 2011 (by phone).
"7 nterview: Syukur Sarto (Chairman of KSPSI) on Auglg 2011 in Jakarta.
"8 nterview: Syukur Sarto (Chairman of KSPSI) on Deben28, 2011 (by phone).
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3.5

3.5.1

Social dialogue and the impact of
the global crisis

National-level social dialogue

In February 2008, the Indonesian Employers’ Asgmmria(APINDO) and the three main
confederations (KSBSI, KSPSI, and KSPI) establishddiational Bipartite Forum aimed
at finding solutions for industrial disputes anapding inputs to the ongoing discussion
on labour laws reforms. The laws that were beirsgused included the National Social
Security System Act (No. 40 of 2004), the Trade dofiiabour Union Act (No. 21 of
2000), the Manpower Act (No. 3 of 2003), and theulstrial Relations Dispute Settlement
Act (No. 2 of 2004). This National Bipartite Foruatso supported the efforts made by the
government to overcome the impact of global ciisisdonesia

In the latter half of 2008 when the impact of thisis on Indonesia’s employment
situation became more evident, the Government laadaocial partners involved in social
dialogue on employment and wage-related measifeBhe advice of the National
Tripartite Cooperation Institution on wage cappihging the crisis was incorporated in
the 2008 Joint Ministerial Decree on Maintaining mventum of National Economic
Development*?* However, trade unions in some regions opposed joirg decree,
especially the clause that allowed for minimum wdgebe fixed through bipartite
negotiations. Trade unions were concerned thacldese violated the 2003 Manpower
Act and supported business interests at the expahamrkers. The clause was finally
modified to take account of inflation in settlingages and wage increases, reflecting
further advice of the LKS Tripartitg?

In the aftermath of the global crisis, the Indoae¥obs Pact (Pakta Lapangan Kerja
Indonesia (PKLI)) 2011-14 was drafted through tripa social dialogué? The Pact
stated the commitment of the Government, tradensniand employers to create decent
and productive employment while improving businessnpetitiveness and efficiency.
Confederations of trade unions involved in the prapon of the Jobs Pact proposed three
priority issues that needed to be addressed: (@)stbwing of job creation; (2) the
increasing number of informal workers; and (3) ek of social protection. These three
issues are closely related to workers with no paenaicontract and informal workers as
well. The slow economic recovery led the busingsssun the formal sector to not being
able to hire more contract workers. As a resulthynaorkers are turning to the informal
sector with limited social protection. Through &ipte social dialogue, the Government,
trade unions confederations, and employers' orgHoirs agreed and put together
recommendations on employment, industrial relatiamsreased productivity, and social
protection that became part of the Indonesia Jabs 211-2014%*

The employers’ association representatives explessigsatisfaction over the
numerous unions. The sheer numbers made it diffitulchoose representatives for
purposes of social dialogue, they said. In factjnduthe discussions on the Jobs Pact,
trade union confederations filed a complaint thattall confederations were invited by the
government to participate in tripartite social d@le.

191L0, 2010b, p. 40-41.
120Rychly, 2009 cited in ILO, 2010b, p. 36-37.

121 peraturan Bersama 4 Menteri (Joint Ministerial BefMNo. PER.16/MEN/X/2008, 49/2008, 922.1/M-IND/10/2008
and 39/M-DAG/PER/10/2008 and launched on 22 Octobe8.200

12210, 2010b, p. 40.
2 |ndonesia is one of the first countries to adbpt®lobal Job Pacts initiated at the Internatiordidur Conference in

2009.

12410, 2010b, p. 40-41.
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3.5.2 Enterprise-level social dialogue

Two of the largest trade union confederations idohesia, the KSBSI and the KSPSI
stated that they conducted social dialogue at tbeincial, district, industry, and company
level at the time of crisis. Statistical data fréihe MOMT indicates that the climate of
social dialogue at company level improve sinceglubal crisis, particularly since 2008.
This was apparent from the number of LKS Bipantitéich rose from 11,687 in 2008 to
12,115 in 2009 and 12,400 in 2010. These numbershigher compared to the period
before the crisis (table 11).

Table 11.
Number of social dialogue institutions in Indonesia
(2005-2010)

Social dialogue Number of institutions

institutions 2005 2006 2007 2008 2009 2010

LKS Tripartite
National 1 1 1 1 1 1
Provincial 30 30 30 31 31 31
District/city 268 268 268 210 221 233
Sectoral 5 5 5 5 5 5

LKS Bipartite 7866 10 431 10822 11687 12115 12400

Source: Pusdatinaker MOMT, 2011. Data of Directorate General of Industrial Relations and Social Protection for Workers.

One of the outcomes of social dialogue during tledaj financial crisis was that in
some employers and unions agreed to reduce workings, or invested in human
resources to prevent job losses, the ILO publicatio the Indonesia Jobs Pact stafes.
Decisions to not raise wages, eliminate overtinegluce benefits and continue social
protection were also made through the processpafrtiie social dialogu&® For example:
Seriously affected by low demand during the finaharisis, a Jakarta-based domestic
company engaged in the production of nails, zimtepland metal wire held consultations
with the company trade union to relocate somesopérmanent workers to another facility
(though the demand for zinc plates went down byp@b cent, there was a spurt in the
demand for metal wire). The union asked that sudbcation be carried out with the
workers’ consent and without a reduction in wadgermanent workers in the production
unit affected by low demand were thus not only dbleave their jobs but benefitted from
the new work experience; as well, the company weesta survive the crisis.

At a garment factory owned by a foreign companysatang in Banten district of
West Java Province, the enterprise union strongitepted when the company decided to
reduce the number of workers. After dialogue, iswlacided that while jobs would not be
terminated, there would be no overtime work, redua@rking hours would be applied,
and the company would delay wage increa$es.

3.6  Government response to social partners’
measures during the global crisis

A stimulus package was introduced by the Governnmeatder to overcome the impact of
global crisis of 2008. By reducing corporate andome taxes and giving subsidies on
energy, the stimulus package indirectly encouragjeel enterprises to retain their

125]L0, 2010b, p. 19.
128 |nterview: Elly Rosita Silaban (President of Fedearteks-KSBSI) in August 2011 (by phone).
T Interview: Elly Rosita Selaban (President of FesieGarteks-KSBSI) in August 2011 (by phone).
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workforce. There were exemptions on import dutyrder to help companies to reduce
operating cost¥? Infrastructure development projects formed pathefstimulus package
which helped provide temporary jobs to about 1.tlianiworkers. Investments were made
in vocallgonal training, training in labour-intensisectors, and developing networks of
labour.

Indonesia’s Medium-Term Development Plan (RPIMN)®0.4 seeks to address the
growing informalization of the country’s workfordey protecting existing jobs in the
formal sector; improving the working conditionsthre informal sector; and encouraging
workers in the informal sector to shift to the faimsector. The Government has
emphasized the importance of promoting the indelstelations system particularly social
dialogue in order to prevent further infomalizatiohthe workforce. As part of the eight-
point action plan formulated in the National AccdssJustice Strategy in 2009, the
Government encouraged to use bipartite institufiamseeking solutions for industrial
relations disputes that had arisen from the fir@raisis. This has been integrated into the
RPJM 2010-2014%

It became quite evident that constructive dialogtighe enterprise, regional, and
national levels was important in order to overcadime adverse impact of the financial
crisis on workers. To promote freedom of assoami@md the right to organize and
collective bargaining, the government is discussintgendments to Act No. 13 of 2003
concerning Manpower, Act No. 2 of 2004 concernimglulstrial Relations Disputes
Settlement, and Act No. 21 of 2000 concerning Tradéour Unions:>

Meanwhile, the Ministry of Manpower and Transmigrat(MOMT) provided subsidy
to help reduce the burden of informal workers’ cifmitions to social security programme
(Jamsostek) at the amount of around 70 per cernthefmonthly amount of workers’
contributions™? This applied to informal workers in ten regions 2010 and eleven
regions of the country (namely Riau, Kepulauan R@aouth Sumatra, Lampung, West
Java, Bali, Nusa Tenggara, Southeast SulawesihS3¢alimantan, South Sulawesi, and
Yogyakarta) in 2011However, there were only 4,166 and 11,292 recipiefthe social
security subsidy in 2010 and 2011, respectivelgjciating very low enrolment in the
programme. With the subsidy the government hopesmimrove the access of more
informal workers to the programm&.

The reluctance of employers to pay social secdiigs and reveal the salaries of their
workers are some factors that have prevented thgrgamme from being a success. Those
who do not make the appropriate report accoun#éfiper cent of the total companies
participating in the Jamsostek Programiiién order to enforce employers’ compliance,
in 2009 the PT Jamsostek regional office and tlhisdutor’s office at the provincial and
district level signed a Cooperation Agreement unvdaich PT Jamsostek can request any
assistance from the Prosecutor’'s Office (State rAdg) to settle civil and state
administration disputes with the Jamsostek paditaig companies, including problems
arising regarding collection of arrears of membigrstues'* Legal opinion and assistance
is to be provided by the Prosecutor’s Offté®.

12810, 2010b, p. 20.
12910, 2009, p. 22.

1% Bappenas, 2009; ILO, 2010b, p. 48. The nationattexyy for access into justice was designed by stadtets at
central and regional governments as well as by matiand international NGOs. The launching of the mafistrategy
for access into justice was on October 16, 2010; RP2010-14, p. 33.

13110, 2010b, p. 34, 49.

132 poskota, 2011b.

133 ppskota, 2011c.

134 poskota, 2011d.

135 Andrian and Andria, 2011.
1% poskota, 2011d.
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Conclusions and policy recommendations

With the rapid globalization of economies, entexpsi have been required to adopt new
employment practices calling for flexible workingne and non-standard employment
arrangements. To deal with intensified competitiorthe global markets and to attract
foreign investments that had greatly diminishedsithe Asian financial crisis in 1998,
employers demanded greater flexibility in the labowarket. Subsequently labour law
reforms were initiated and were completed by 200w laws have now introduced fixed-
term employment contracts and outsourcing pangook to other companies.

The concepts of non-standard work and non-standarklers were new and not used
previously in Indonesia’s labour laws, employmenmbgtices and labour statistics.
Discussions with trade unions, employers and gawem representatives during the
current study helped reveal how the concepts ofstandard work and workers were
interpreted by the stakeholders. They agreed tifiatal and temporary workers could be
categorized as non-standard workers. While the dormas employed with no work
agreement, the latter worked under a fixed-termkwamreement (contract). The typical
features of non-standard work, according to thkestalders, was that these did not fulfil
the requirements stipulated in the labour laws watk carried out in business units with
no legal status. Workers engaged in such work didemen receive a minimum wage and
there was no provision for social security.

Own-account workers, the self-employed assistedabyemporary helper/family
member, casual employees in agriculture, casualoye@s not in agriculture, and unpaid
workers (family workers) are officially categorizdyy Statistics Indonesia as informal
workers. The formal sector comprises regular emgasyand employers. Keeping in mind
the country’s labour laws and regulations, autlodrihe current study conclude that non-
standard workers are those that are in the infoseator and those who are contract
workers, and outsourced workers. Further discussiih the relevant stakeholders is
recommended to reach an agreed definition of namdstrd work and non-standard
workers in Indonesia.

Applying a simplified definition of the informal s@r and using data from the BPS
and the MOMT, the number of informal workers indnésia increased from 66.29 million
in February 2005 to 73.17 million in February 20Tdominating Indonesia’s overall
employment, they accounted for approximately 66pé0d cent of the total workforce.
Among informal workers, the self-employed assist®d a temporary helper/family
member comprised around 19 to 22 per cent, theesarghare of total employment in
February 2005-11. Casual employees not in agrieiifarm about four per cent of the
workforce. Viewed by sector, in February 2011 infat workers in Indonesia were largely
concentrated in agriculture, and in the trade asflaurant and hotel sectors. Those two
sectors contributed, respectively, 54 per cent 2Bdper cent to the total number of
informal workers in Indonesia.

Although no official data on contract and outsodreerkers are available, statistics
from other sources suggest that only 8.7 per cénvavkers in the formal sector had
permanent contracts, 10.2 per cent had fixed-teontracts while 81 per cent had no
formal written contract. Trade unions estimate th#tof 33 million workers in the formal
sector, only 9 million were permanent employeeslevby another estimate more than
50 per cent of employees in electronics, metalmgat, textile, footwear, and mining
industries were contract or outsourced workers.

Labour laws and regulations seek to ensure propekimg conditions for fixed-term
contract workers and protect the rights of outsedrevorkers. A constitutional court
decision in 2011 to include a clause on the Transfe Undertaking (Protection of
Employment) (TUPE) which came into effect in 2082égarded as a big step to this end.
The Ministry of Manpower and Transmigration issuadregulation giving informal
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workers the right to join the social security promime providing them with work accident
benefits, death benefits, old age benefits anditheare benefits. However, field surveys
reveal violations and discrimination in the impleraion of employment terms and

conditions. Wage discrimination against contractrkeos in the metal industry, for

instance, persisted. They were paid less than pexmbaworkers (receiving only the

minimum wage), with no transportation, meal, anaifa allowances, although they did

the same jobs and kept the same working hourseapdimanent workers. It is important
that employers participate in the social securitpggpamme so the benefits reach the
workers.

Unfortunately, almost all workers in the informalcsor and in micro-and small-sized
business units are yet to be covered by socialrisgdenefits because they cannot afford
to pay the dues of social security programme. Simfoemal workers are more likely to be
engaged in hazardous work, it is important they getial security benefits. The
Government needs to broaden its coverage of seerlrity subsidies and have stricter
inspections and monitoring on the compliance ofimirm wages in the informal sector.

The Manpower Act of 2003 provides for freedom o$amsation and the right to
bargain collectively for workers in Indonesia, eithwithin or outside the employment
relationship. Many trade unions at the enterpreseell exclude workers on short-term
contracts from union membership or exclude themmftbe unions’ struggle. Employers
discourage or ban contract and outsourced workemn funion membership.
Understandably, the workers are then more concerbedt keeping their jobs than joining
the union.

Some of the trade unions played an active rolerganmizing informal workers, by
opening direct membership to informal workers withunions in their workplaces; in this
way, the latter acquired better bargaining powerirashe case of the transportation
workers’ trade union and the trade union affiliatedhe KSPSI. Workers could bargain
for improved wages, income stability as well asdigrirom the welfare activities carried
out by the unions.

The efforts of trade union federations in orgargzaontract and outsourced workers
in Batam EPZs resulted in secure decent, permamerk for contract and outsourced
workers in the Batam EPZs. The other successfulaiivie was the Freedom of
Association Protocol in 2011 which binds the sigmatcompanies to respect and
implement the rights to freedom of association asd collective bargaining to arrive at
any collective labour agreement. Such steps nebd teplicated across all industries.

During the global financial crisis, tripartite abigpartite social dialogue was held at
the national level to discuss policy formulatiorr foreventing layoffs and protecting
income levels; at the enterprise level social djaand collective bargaining were held to
find solutions to accommodate mutual interestspdrtite social dialogue was used to
formulate the Indonesia Jobs Pact aimed at credtognt work, increasing productivity,
and improving economic competitiveness. Meanwtitisial partners contributed to find
solutions to industrial disputes and provided ispidr labour law reforms through the
National Bipartite Forum. However, a challenge tonpote social dialogue in every level
of administration is constrained by limited capacitnd functioning of the tripartite
institutions at the provincial level.

Social dialogue at the enterprise level was insémal in the survival of companies
as seen in two instances in the garment and medakiries. In one garment unit social
dialogue not only helped save jobs for a numbewarkers, the employers were able to
negotiate for reduction in overtime and working teoand delayed wage increase. Job
losses were reduced at a metal factory throughptbeess of social dialogue as the
company was able to relocate the permanent workdlse declining production units to
another unit where they could acquire new skilld jf experience.

Since the company’s trade union had excluded ccntvarkers from membership, no
bargaining was carried out on their behalf to edtenrenew their contracts. Many similar
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agreements during the period of crisis show hovergnise trade unions in Indonesia
prioritized securing the jobs of permanent worKest at the expense of contract workers’
employment. This provided an insight into the diffties contract workers faced during
the crisis, thus making it imperative to organizerh in order to increase their bargaining
power to defend their work security and their otlegal rights.

The recent financial crisis however did help teseaihe awareness of workers about
their rights and in many cases encouraged themskotlza company management to
negotiate CLAs. Second, the awareness of tradensirittat employers could replace the
permanent workers with contract workers also mdmnt vigilant. As observed in the
enterprises of the Bakrie group, the trade unioresgnted this situation by seeking
guidance, training, and negotiation strategies fritsambrella union to extend the existing
CLAs.

The current study recommends that a governmentiatgn be issued to specify the
types of work that can be contracted and outsoumed impose significant sanctions and
penalty on violators. The list of jobs for whictcampany can use contract or outsourced
workers should be decided by a tripartite agreemegmesenting employers, workers, and
relevant authorities. There is also a need to §péwe employment terms and conditions
for fixed-term contract workers and those underogkvagreement. This is hecessary since
unclear terms and conditions of work can engendar pvork conditions and impede
access for contract and outsourced workers to itjet to organize and collective
bargaining. The state must set a time limit for Eygrs to reply to trade unions’ request
for negotiation.

Employment terms and conditions of informal workensst be integrated in the
revision of the current Manpower Act. The Manpowet only stipulates the minimum
wages and the rights to join and form a union fdorimal workers but lacks provisions on
other work conditions of informal workers.

The Government must encourage all employers bolbrimal and informal sectors to
comply with the applicable labour law and regulasio Legal sanctions and penalties
should be imposed on violators, and, if necessbayred from government economic
incentives.

Labour inspection services and monitoring compkaneith labour laws and
regulations must be strengthened. The inspectoss pui emphasis on the importance of
minimum wages, work conditions, social securitgefiilom of association, and rights to
bargain for informal, contract and outsourced wsk€oordination between national and
local agencies in inspection and monitoring labtaw and regulations needs to be
improved.

There is need to increase the capacity of tradensrand employers’ organizations in
conducting social dialogue at various levels of mistration and in other work places.
Training and international networking are necesgaryimprove the capacity of trade
unions in organizing informal, contract and outsedr workers as well as in negotiating
and exercising their legal rights.

Trade union solidarity with informal, contract aodtsourced workers and solidarity,
particularly at the enterprise level, is necessarynprove the working conditions of such
workers. They must form part of union prioritiesdaagendas. Enterprise-level unions in
Indonesia can benefit from the experience of unionsther countries, for instance, India
in regard to strategies in protecting the jobsaftact and outsourced workers.

Government agencies responsible for national ecanaffairs have to take concrete
actions to improve the investment climate and emvoogrowth that would generate
decent and productive employment for Indonesians.
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