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Preface 

The primary goal of the ILO is to contribute, with member States, to achieve full and 
productive employment and decent work for all, including women and young people, a goal 
embedded in the ILO Declaration 2008 on Social Justice for a Fair Globalization,1 and 
which has now been widely adopted by the international community. 

In order to support member States and the social partners to reach the goal, the ILO 
pursues a Decent Work Agenda which comprises four interrelated areas: Respect for 
fundamental worker’s rights and international labour standards, employment promotion, 
social protection and social dialogue. Explanations of this integrated approach and related 
challenges are contained in a number of key documents: in those explaining and elaborating 
the concept of decent work,2 in the Employment Policy Convention, 1964 (No. 122), and in 
the Global Employment Agenda. 

The Global Employment Agenda was developed by the ILO through tripartite 
consensus of its Governing Body’s Employment and Social Policy Committee. Since its 
adoption in 2003 it has been further articulated and made more operational and today it 
constitutes the basic framework through which the ILO pursues the objective of placing 
employment at the centre of economic and social policies.3 

The Employment Sector is fully engaged in the implementation of the Global 
Employment Agenda, and is doing so through a large range of technical support and 
capacity building activities, advisory services and policy research. As part of its research 
and publications programme, the Employment Sector promotes knowledge-generation 
around key policy issues and topics conforming to the core elements of the Global 
Employment Agenda and the Decent Work Agenda. The Sector’s publications consist of 
books, monographs, working papers, employment reports and policy briefs.4 

The Employment Working Papers series is designed to disseminate the main findings 
of research initiatives undertaken by the various departments and programmes of the 
Sector. The working papers are intended to encourage exchange of ideas and to stimulate 
debate. The views expressed are the responsibility of the author(s) and do not necessarily 
represent those of the ILO. 

  

                                                 
1 See http://www.ilo.org/public/english/bureau/dgo/download/dg_announce_en.pdf 
2 See the successive Reports of the Director-General to the International Labour Conference: Decent work (1999); 
Reducing the decent work deficit: A global challenge (2001); Working out of poverty (2003). 
3 See http://www.ilo.org/gea. And in particular: Implementing the Global Employment Agenda: Employment strategies in 
support of decent work, “Vision” document, ILO, 2006. 
4 See http://www.ilo.org/employment. 

 José Manuel Salazar-Xirinachs 
Executive Director 
Employment Sector 
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Foreword 

Indonesia was the first country to adopt the Global Jobs Pact to the national context. 
The Indonesia Jobs Pact (IJP) was signed by tripartite representatives of the Government, 
workers and employers at the Presidential Palace in Jakarta in April 2011. It attests the 
commitment and determination of the tripartite Constituents to adopt a common policy 
framework to address the social and employment impact of the crisis on Indonesian 
workers and enterprises and realize job-rich growth. The IJP serves as a foundation for 
tripartite action between 2011 and 2014, highlighting priorities based on the National 
Medium Term Development Plan and the priorities of the social partners.  

In support of this endeavor and as a part of the commitment by the International 
Labor Organization (ILO) to strengthen government capacity - not least at the provincial 
level - to promote productive employment and decent work, the ILO cooperates with 
national and provincial governments and social partners in the field of employment analysis 
and employment planning.  

The present study is the analytical outcome of a co-operation with the Government 
and social partners in Maluku Province of Indonesia, aimed at reaching a shared 
understanding of the nature of the main constraints and challenges to productive 
employment generation in Maluku, as a basis for effective policy making. A central feature 
of this cooperation has been a workshop held in Ambon in April, 2011, where the 
participants – including officials from Bappeda and other provincial government agencies 
and from employers and trade union organizations and local academia – jointly undertook a 
structured employment diagnostic analysis based on a methodology developed for this 
purpose by the ILO. This joint analysis formed the basis for a discussion on priorities for 
policy making and other public interventions, with a view to promote productive 
employment creation in an inclusive and sustainable manner. 

The study includes an analysis of the dynamics of employment, the labour market 
and the economy in Maluku and a synthesis of the rich discussion and the main conclusions 
from the employment diagnostic workshop. It also contains estimates of the deficit of 
productive employment in the province and projections of the need for creating productive 
employment to achieve the ambitious poverty targets set by the provincial government. It is 
our hope that the study will contribute to a better understanding of the development and 
employment challenges facing Maluku and of the complex issues that need to be addressed 
to put the province on a path of sustainable and inclusive job-rich growth. 

 

 

 Peter Van Rooij 
Director 
ILO Jakarta Office 
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Introduction 

Following a request for cooperation in the field of provincial level employment 
analysis and employment planning from the BAPPENAS (National Planning Board of 
Indonesia) and an agreement with the Provincial Government in Maluku, an extensive 
employment diagnostic analysis was carried out.  This exercise comprised two phases. The 
first phase consisted of a thorough situation analysis of patterns and dynamics of 
employment and economic development. The second phase involved a systematic analysis 
of the causes behind the insufficient growth of productive employment and an identification 
of the factors constraining the translation of growth into productive employment creation 
and welfare and poverty reduction. Whereas, the first phase of the analysis was carried out 
through a comprehensive mainly quantitative desk research, the second phase of the 
analysis engaged the ILO social partners in Maluku who provided their input into the 
analysis in an employment diagnostic workshop. The methodology is presented in the next 
section in greater detail. 

The workshop was jointly organized by the ILO and Bappeda Provinsi Maluku (the 
Provincial Planning Bureau) on April 11-13, 2011, in Ambon and saw participation of 25 
representatives of Bappeda and a wide range of other governmental agencies at both the 
provincial and district levels, employers’ and trade unions.5  The main objective of the 
workshop was to reach a shared understanding of the nature of main constraints and 
challenges to productive employment generation in Maluku as a basis for effective policy 
development. The two and half day workshop was a highly interactive exercise where 
participants themselves assumed the lead role in a structured analysis based on a 
methodology developed for this purpose by the ILO.6  

The conclusions from this joint analysis provided an important qualitative input into 
the present study and formed a basis for a discussion on priorities for policy making and 
other public interventions, with a view to promote productive employment creation in an 
inclusive and sustainable manner at both the provincial and the district level. 

The objective of the present study is to summarise the conclusions from the 
workshop and the preceding analysis and present an overview of the core constraints to 
inclusive growth and translation of economic growth into welfare and poverty reduction 
through productive employment. 

 

  

                                                 
5 For a list of participants, see Appendix II. 
6 Conceptual and Methodological Guide to Employment Diagnostic Analysis / Panduan Konseptual dan Metodologi 
untuk Analisa Diagnostik, (Geneva & Jakarta: ILO, 2010) Draft. 
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challenges and opportunities for enhancing inclusive job-rich growth. This also served the 
purpose of capacity building among ILO constituents in the field of employment analysis, 
and not least social dialogue, arriving at a common understanding of key employment 
challenges based on joint analysis.  

This phase of the diagnostic analysis was informed by the overview of the 
development and employment dynamics (Phase One) as well as by the employment target 
analysis and consultations with national counterparts. The knowledge gained from these 
analytical exercises facilitated an interpretation of the indicators attached to the various 
‘branches’ in the reference tree and speeded up the process of elimination and 
disentanglement of causal chains and identification of core causal factors and constraints 
without compromising on the robustness and relevance of the conclusions drawn. During 
this process less relevant aspects were gradually excluded from the diagnostic analysis.  

The causal relationships within the branches were often interlinked and did not 
strictly fall under particular branches. For instance, an unsuitable sector composition of 
growth would not only exert a negative impact on the quality of growth, but also on the 
level of growth, as well as impairing the inclusiveness and sustainability of growth. A high 
degree of inequality with regard to resource endowment and/or opportunities is likely to 
have a negative impact on the rate of growth. In some instances there may be a long term 
vicious circle between low levels of human resources development and poor opportunities 
in the form of slow or poor quality growth and inequality. Hence, the exploration of vertical 
causal chains along the branches of the employment diagnostic tree was combined with the 
analysis of probable horizontal interrelationships across branches.  

 

  



 

 

Figure 1. Employment diagnostic tree

 

 

 

 

Figure 1. Employment diagnostic tree 
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I. The Dynamics of Employment, the Labour Market 
and the Economy in Maluku 

This section explores the dynamics of employment, the labour market and the 
economy in Maluku province over the past decade. The analysis is based on the available 
provincial statistical data as well as the workshop conclusions. Maluku has made a 
considerable progress since the end of the conflict in early 2000’s.  The conflict resulted 
in a split of the former Maluku province into Maluku Utara or North Maluku, and 
Maluku Province. Today Maluku comprises eleven municipalities, 57 districts and 876 
villages. Maluku’s 1412 islands are divided into 12 clusters, with a service centre in each 
of them. In terms of religious affiliation half of the population of Maluku province are 
Muslim (50 per cent) and almost as many are Christian (49 per cent), mainly Protestant 
(39 per cent). The remaining less than one per cent is distributed between Hindus (0.2), 
Buddhists (0.03) and other confessions (0.65).   

Maluku is dispersed over large tracts of ocean. The sea makes up 92.4 per cent of 
the area of the province. The population density differs greatly among the districts. It 
ranges from 7 person / sq km (in Maluku Tenggara Barat district) to 755 person / sq km 
in the city of Ambon. The population of outer districts (e.g. Maluku Tenggara Barat, 
Maluku Tenggara Tengah) has declined since 2000, while the population in Ambon city 
increased. There is no shortage of land or sea in the province, though there might be 
issues with gaining access to and utilising this productive resource. Much of Maluku also 
receives relatively abundant rainfall, which is conducive to agriculture development. 
Maluku is a province rich in natural resources. Yet, this has not translated into welfare of 
the population, and poverty remains widespread. The geographic inequality in terms of 
density of population and access to land might be one of the factors constraining the 
inclusiveness of growth in the agriculture sector.  

The provincial economy has grown by 50 per cent since 2002, at an average rate of 
about 5 per cent per year. Whereas Figure 2, which illustrates the economic and 
employment development over time, paints a very positive picture at the first sight, this 
aggregate conceals major problems in the pattern of economic growth in Maluku: The 
economic and employment growth took place in different sectors. In Maluku, unlike 
most other parts of Indonesia, agriculture was the main driver of economic growth, 
whereas most of the jobs were created in the services sector. The sharp decline in 
employment in 2005 may reflect a wave of violence that occurred in the province that 
year.   

 
Source: BPS, 2010 
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1. Demographic Characteristics 

According to the 2010 census data, the population of Maluku stands at 1,531.4 
thousand with a rather even distribution between sexes (50.5 per cent of the population 
are men and 49.5 per cent women). Maluku’s population makes up 0.6 per cent of the 
total population of Indonesia. Many Moluccans reside in Central Maluku District and the 
capital city of Ambon, which is the largest city in the province.  

The population growth has been steady since the first census in 1961; except that 
the province experienced a large decline in population size at the turn of the century 
when half a million people were displaced as a result of the conflict. Consequently the 
population growth in 1990-2000 was negative, followed by a sharp growth in last ten 
years of 2.78 per cent per year (See Table 1) induced by a wave of returnees after peace 
re-established.  

Table 1. Annual growth rate of population  

Year 1990-2000 2000-2010 

Maluku -0.03 2.78 

Indonesia 1.45 1.49 
Source: BPS (2010b) 

Presently, the total fertility rate (TFR) in Maluku Province is quite high; indeed, at 
2.7 it is one of the highest in the country. The net reproduction rate is 1.33 which means 
100 mothers are succeeded by 133 daughters.  

1.1.  Age Structure of the Population  

The population pyramid in Maluku represents a so called bottom heavy structure, 
with a mostly young population (See Figure 3). People in the working age currently 
make up 67 per cent of the total population of the province. As the lower cohort of the 
pyramid – those younger than 15 – grows older in the next 15 years, the size of the 
working-age population will increase rapidly.  

It is noteworthy that the growth rate of the population is declining. This, in 
combination with a growing labour force opens a so called “demographic window of 
opportunity”, when the present age-based dependency ratio will start improving in the 
coming decade.7 The dent in the pyramid among the young people in the working age 
suggests that young men and women migrate outside the province. 

The next ten years will be crucial, as the large cohorts of young people enter the 
labour force, placing an increased pressure on the economy to create jobs. Figure 4 
illustrates the projection of the working age population and labour force growth in the 
next fifteen years.8 Provided that the economy is capable of creating productive 
employment opportunities for the large number of entrants into the labour force without 
compromising the labour productivity, the per capita income will automatically increase, 
as the actual dependency ratio falls.  

                                                 
7 Age-based dependency ratio is the ratio between people in the working age and people not in the working age (-15 & 
65+ / 15-65). Age-based dependency ratio is not to be confused with actual dependency ratio that is the number of 
working population over the non-working population, including children and elderly. The latter estimates how many 
dependents a worker has, i.e. how many mouths every worker has to feed. 
8 The projection is based on the 2010 Census data and age group specific activity rates and does not take into account 
migration or other factors influencing the size of the population. 
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Source: BPS (2010b) 

 
Source: Projections based on activity rates by age groups calculated from various rounds of SAKERNAS, by 

EMP/CEPOL and EMP/ANALYSIS. 2007-2009 are from the August rounds of SAKERNAS 

2. Labour Force Characteristics 
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2.1. Labour Force Participation 

The province of Maluku is lagging behind the country as a whole on almost all 
labour market indicators: Activity rates are lower and unemployment rates are higher 
than the national average. Due to relatively low labour force participation rates, the 
actual dependency ratio in the province is fairly high at 1.61, meaning every 100 people 
have to provide for an additional 161 people. However, if we exclude those who are 
likely to be in school (15-19 year olds) as well as those of old age (65 years of age and 
over) the activity rate will appear higher than reported (76 per cent in 2009).  

Breaking down the activity rates by sex reveals significant gender differences in 
labour force participation rates (Figure 5). For men aged 20-64 activity rate was 92 per 
cent 2009 and for women it was 61. The total activity rates (15+ year olds) of around 80 
per cent for men are normal for an economy dominated by agriculture. However, the 
difference in labour force participation rates of 30 percentage points between men and 
women deserves a special attention. The problem seems to be systemic as there has been 
little change in the composition of labour force participation rates over time (Figure 6).  

 
Source: Calculated from various rounds of SAKERNAS, by EMP/CEPOL and EMP/ANALYSIS, 2009.  

Figures are from the August rounds of SAKERNAS 

 

Source: SAKERNAS (2009a, 2002) 

2.2. The Employed and the Unemployed 

Employment rates in Maluku have been volatile in the past decade, mirroring the 
unstable situation in the province: it dropped sharply from 60.3 per cent in 2002 to 51.3 
in 2006 as an aftermath to a wave of inter-communal violence in 2005. The employment 
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rate had recovered by 2010 to 59.9 per cent, which is however lower than the national 
average of 62.8 per cent (Table 2). The sectoral structure and the dynamics of 
employment in the province will be looked into in greater detail in the following 
sections.  

Unemployment is a major problem in Maluku. The unemployment rate reaches 
double digits at 10 per cent and is higher than the country average of 7.4 per cent. 
Although mainly urban phenomenon, unemployment is also high in rural areas, which is 
unusual for an agrarian economy.  

Table 2. Participation in the labour force by area of residence. Maluku. Percentage Indonesia 

Year 2002 2009 2010 2010 

    Activity rate   65.6  65.4  66.5  67.8 

urban  57  59  60.4   

rural  69  68  69.6  

Employment rate 60.3  58.5  59.9  62.8 

urban 46.2  49.6  51.7   

rural 65.3  62.3  64.1  

Unemployment rate 8.1  10.6  10.0  7.4 

urban 18.7  16.0  14.5    

rural 5.0  8.6  8.0  

Dependency ratio, actual   1.61  1.19 

Source: SAKERNAS (2010h, 2009a, 2002) 

Unemployment rates by age groups and sex and by area of residence are presented 
in Figure 7 below. Several conclusions can be drawn from the figures: i) Unemployment 
among women is consistently higher than among men in most age groups; ii) 
Unemployment is concentrated in urban areas, but it is also fairly high in rural areas; iii) 
Unemployment is high not only among the youth aged 15-24 who often struggle to get 
their first job, but also among adults aged 25 to 49. Thus, unemployment mainly affects 
young women in urban areas, but is also high among adult population both in urban and 
rural areas, which is rather uncommon in Indonesia.  

Figure 7. Unemployment rates by age group, by sex and area of residence, Maluku, 2009 

 

Source: SAKERNAS (2009a) 

To sum up, in Maluku activity rates are somewhat lower and unemployment rates 
are higher than the national average. Overall activity rates are heavily influenced by 
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lower activity among women and the young. Whereas, some are inactive because they 
are in school, the majority reported housekeeping as the main reason for not participating 
in the labour force – the role that is traditionally assigned to women.  

3. The Level of Development of Human Resources 

Maluku is a top performer, compared to Indonesia as a whole, when it comes to 
levels of education attainment. Only 2.6 per cent of the population over 15 years of age 
were illiterate in 2009, which is much lower than the national average of 7.4 per cent 
(Figure 8). The education enrolment ratio was also among the highest in the country. 
More than a half of the labour force in Maluku has completed at least a junior high 
school. Even in rural areas education attainment levels of the population are quite high 
(45 per cent of the labour force have graduated from junior high school or a higher level 
of education).  

 
Source: SAKERNAS, (2006, 2009a) 

There is a strong commitment to education in the province. Completion of eight-
years of school is compulsory and Moluccans receive at least 8.5 years of schooling on 
average.9 Realisation of the nine-year compulsory school education is made difficult by 
the fact that the school infrastructure has been severely damaged during the inter-
communal violence in the early 2000s, buildings require renovation and there is a 
shortage of school teachers. Nevertheless, the education enrolment ratio in Maluku is 
among the highest in the country. The net enrolment ratio (NER)10 at all levels of 
education in 2009 stood at 75 per cent, as opposed to 69 per cent in Indonesia as a whole. 
The highest net enrolment ratio is observed among children of 6-12 years of age in 
elementary school (94 per cent); it falls sharply among children of 12-15 years of age in 
junior high school (72 per cent) and further down to 60 per cent among 15-18 year-olds 
enrolled in senior high school level.  

Gross enrolment rates (GER)11 are much higher than net enrolment rates at all 
levels of education (Table 3). There could be several reasons behind this inconsistency. 

                                                 
9 Mid-term development strategy 2008-2013, Bappeda Maluku. 
10 Net primary enrolment rate is the number of children of official school age (according to ISCED971) who are 
enrolled in their relevant level of education expressed as a percentage of the total children of the official school age 
population. Total net enrolment rate also includes children of given school age enrolled in a level of education not 
relevant to their age.  
11 GER is the number of pupils enrolled in a given level of education regardless of age expressed as a percentage of 
the population in the theoretical age group for that level of education. 
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On the one hand, it may be due to high repetition rates, which imply that pupils spend 
more years at school than intended, which in this case would point to inefficiency and 
poor quality of the educational system. However, it may also be due to increased 
possibilities for adults to have a second chance to get an education that they missed out 
on when they were young. 

Table 3. Gross and net enrolment ratio in Maluku and Indonesia as a whole. Percentage. 

2009 Primary school Junior high school Senior high school 

Maluku 

GER 114.5 84.5 89.9 

NER 94.4 71.5 59.6 

Indonesia 

GER 110.4 81.3 62.6 

NER 94.4 67.4 45.1 

Source: BPS, Education data: http://dds.bps.go.id/eng/aboutus.php?tabel=1&id_subyek=28 

Almost 60 per cent of Maluku’s labour force have completed at least a junior high 
school. Such high incident of junior high school graduation in particular in rural areas, 
where almost a half of the labour force have a junior high school education, is positive 
compared to the rest of the country. In urban areas, most of the workers have completed 
a senior high school. It is noteworthy, however, that more than a half of Maluku’s 
unemployed have finished a senior high school (Table 4).  

Table 4. Education attainment rates of the labour force by area of residence, 2010, Maluku. Percentage. 

  

 

Primary or 
less 

Junior high 
school 

Senior high 
school 

Higher 
education 

All levels 

In the LF  41.1 18.5 29.7 10.7 100 

  urban 15.3 17.3 46.4 20.9 100 

  rural 52.6 19.0 22.2 6.2 100 

Employed 43.5 18.9 27.2 10.4 100 

  urban 16.5 18.4 43.7 21.4 100 

  rural 54.6 19.1 20.5 5.8 100 

Unemployed 19.4 14.5 51.8 14.3 100 

  urban 8.1 11.1 62.8 18.0 100 

  rural 28.5 17.4 43.0 11.2 100 

Source: SAKERNAS (2010h) 

Thus, on the whole, the labour force in Maluku is well educated by Indonesian 
standards. As elsewhere in Indonesia, those with a senior high school level of education 
have the highest rate of unemployment, although unemployment affects other segments 
of the labour force as well. Almost a half of the unemployed in rural areas and as much 
as 63 per cent of the urban unemployed have completed a senior high school. The high 
education levels of the local population imply that the human resources have a strong 
potential to be productive; yet, the high unemployment rates indicate that this potential 
remains untapped. Unemployment among the high school graduates and a fairly high 
unemployment incident among the higher education graduates might be due to high job 
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expectations and a lack of attractive employment opportunities, and/or a mismatch 
between the education on offer and the labour market needs.  It is also possible that high 
education is a preserve of the economically privileged, for whom working is not a matter 
of survival and who can afford to spend some time looking for the job they would like; 
conversely, the persons with lower levels of education cannot afford to be out of work.  

The joint analysis with the local social partners concluded that despite the high 
education attainment levels, the human resources remained underutilised because they 
lacked technical skills relevant to the labour market requirements. Secondly, the 
investment in the institutional infrastructure for education and vocational training was 
deemed inadequate, especially in rural areas and at the districts level. Although the 
access to formal education is adequate both in urban and rural areas (up to higher 
education), the quality and relevance of  education is questionable – it is not in tune with 
the present and future needs of the economy as envisaged in the provincial development 
strategy (2008-2013). Skills-training in the strategic sectors (agriculture, fishery and 
tourism) is largely lacking. Very few people in the rural areas have a specialised training 
in agriculture and fishery as the university that offers such courses is located in the city 
of Ambon (University of Patimura). The lack of specialised training in agriculture may 
result in lower levels of productivity. There is a lack of high quality vocational schools in 
the centres of administrative clusters that Maluku islands are grouped into. There is no 
tourism school which could prepare the young graduates for the labour market, make 
them more competitive and employable. The workshop participants strongly believed 
that there was a need to build up and expand the vocational education and training 
programmes to improve employability and productivity of the labour force, especially in 
rural areas.  

4. Employment Structure  

The sectoral employment structure reflects the agrarian nature of Maluku’s 
economy. As a dominating sector of economy, agriculture absorbed 51 per cent of the 
working population in 2010. The second largest employer in Maluku was the services 
sector that provided jobs to almost 40 per cent of workers, mainly women working in 
wholesale and retail trade, restaurants and hotels, as well as in public services. Men on 
the other hand were dominant in transportation and communication services. Within the 
services sector, social and personal services (that is public, domestic and healthcare 
services) alone accounted for 18 per cent of all workers in Maluku with a somewhat 
higher representation of women (Table 5). 

In rural areas agriculture, forestry, hunting and fishing are the dominant sources of 
employment, accounting for almost three quarters of all employed. Manufacturing, too, is 
primarily a rural activity. Roughly six per cent of the rural labour force derive their main 
source of living from manufacturing, as opposed to less than four per cent of the urban 
labour force. This reflects the pre-industrial nature of Maluku’s economy. Small scale 
cottage industry and crafts, rather than mechanised and large scale production, still 
dominate the manufacturing sector.  
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Table 5. Workers by main sector of employment by sex, 2010, Maluku. Percentage. 

 Men  Women Total  

Agriculture, forestry, hunting, fishery            53.8            47.6  51.4  

Industry          11.4              5.2              9.0  

Mining and quarrying/electricity, gas etc             1.1              0.2              0.8  

Manufacturing            5.1              4.8  5.0  

Construction              5.1              0.2              3.2  

Services  34.8  47.2  39.6  

Wholesale/retail trade, restaurant and hotels  9.1  23.4  14.6  

Transportation, storage, communication  9.5  0.9  6.2  

Finance, insurance, real estate etc.   1.1  0.6  0.9  

Social and personal services 15.1  22.4  17.9  

All industries             100  100  100  

Source: SAKERNAS (2010h) 

The lack of industrialisation is also reflected in the fact that 81 per cent of the 
urban employment is concentrated to the services sectors. The public sector appears to be 
a main source of employment in urban areas with 37 per cent employed in social and 
personal services. Trade, restaurants and hotels provide employment to an 
additional 29 per cent and transport and communication 14 per cent of workers in 
urban areas (Table 6).  

Table 6. Workers by main sector of employment and area of residence, 2010, Maluku. Percentage.  

 Urban  Rural  Total  

Agriculture, forestry, hunting, fishery  
        8.9       69.0  51.4  

Industry  10.1  8.5  9.0  

Mining and quarrying/electricity, gas etc  1.1  0.6  0.8  

Manufacturing  3.7  5.6  5.0  

Construction  
5.4  2.3  3.2  

Services  
81.0  22.5  39.6  

Wholesale/retail trade, restaurant and hotels  28.5  8.9  14.6  

Transportation, storage, communication  13.5  3.2  6.2  

Finance, insurance, real estate etc.   2.2  0.3  0.9  

Social and personal services 
36.8  10.1  17.9  

All sectors       100        100    100  

Source: SAKERNAS (2010h) 
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5. The Dynamics of Economic Growth and Employment 

The economy of Maluku grew at an average rate of about 5 per cent during the 
past decade, that is at approximately the same pace as Indonesia’s economy as a whole. 
Growth picked up during the latter part of the decade, reaching 6.5 per cent in 2010. Still, 
the overall performance of the economy in terms of growth can hardly be considered to 
have been satisfactory. High population growth implied a per capita growth of less than 3 
per cent per year, on average, and growth was not sufficient to reduce the gap in the level 
of economic development between Maluku and the rest of Indonesia. About 70 per cent 
of the growth was due to employment growth, while the remaining 30 per cent resulted 
from productivity growth. Given the need to create productive employment opportunities 
for the large number of entrants into the labour force over the period as well as to raise 
the level of productivity and incomes of the large number of working poor, at first sight 
this overall structure of growth would appear to have been appropriate. However, as 
elaborated below there were weaknesses in the structure of growth. 

Comparing the sector composition of GDP against that of employment casts light 
on the economic and labour market dynamics in the province. The economy of the 
province is predominantly agrarian, although there has been a noticeable shift from 
agriculture to other sectors of the economy.  Still, by 2010 agriculture accounted for 
almost a third of GDP and for more than half of all employment. The share of agriculture 
in GDP has declined more slowly (by 4.2 percentage points between 2002 and 2010) 
than its share in total employment, which dropped by almost 15 percentage points (Table 
7). This signals an increase in productivity in agriculture, albeit from a rather low level. 
The services sectors dominate the non-farm economy entirely, a dominance that has 
increased over the past decade. By 2010 services accounted for over 60 per cent of GDP 
and for 40 per cent of all employment. Trade, restaurants and hotels services account for 
over a quarter of GDP, while social and personal services sector, which is dominated by 
public sector services, accounted for slightly less than a fifth of the GDP. The industrial 
sector remains quite insignificant. Manufacturing accounted for no more than 5 per cent 
of either GDP or employment and there is no indication that these shares are increasing.  

Table 7. Contributions of sectors to GDP and employment, Maluku. Percentage. 

 % share of GDP  % of employment  

Year 2002  2010  2002  2010  

Agriculture  35.5  31.3  66.3  51.4  

Industry  7.5  7.8  8.2  9.0  

Mining and quarrying/electricity, gas etc  1.4 1.2 0.6 0.8 

Manufacturing  4.9  4.8  5.2  5.0  

Construction  1.2 1.8 2.3 3.2 

Services  57.0  60.9  25.5  39.6  

Trade, restaurants  24.0  25.7  8.3  14.6  

Transport & communication  7.9  10.9  4.9  6.2  

Social and personal services  19.5  18.9  10.6  17.9  

All sectors  100 100  100  100  

Source: SAKERNAS (2010h, 2002); Bank of Indonesia (2010e), GDP 2010 data provided by BPS Maluku 
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5.1. Contribution of Sectors to Growth in Value Add ed and Employment 

An analysis of the contribution of the different sectors to growth in GDP and 
employment puts the structural patterns of the development in a stark light and brings out 
some weaknesses as well as strengths (Table 8). Agriculture accounted for almost a 
quarter of the economic growth between 2002 and 2010, however growth in employment 
in agriculture was by no means commensurate and accounted for less than five per cent 
of the new jobs over the period. This development should be considered as positive. 
Growth in agriculture war primarily attributed to increases in productivity and such 
increases are crucial in view of the high incidence of working poor in rural areas. A 
continued strong development of agriculture deserves to be encouraged, based on 
intensified production, application of new technologies, increased market-orientation and 
use of yield-enhancing cash inputs. However, the focus will need to be on increasing 
productivity and incomes rather than on increasing employment in agriculture. Further 
development of agriculture and the envisaged rapid development of aquaculture, in 
particular seaweed cultivation, would greatly benefit from a development of agro-
processing and manufacturing based on local resources, at the same time as it would 
create a basis for, and fuel such a development. However, at present manufacturing 
continues to play a rather insignificant role in the economy, reflected in its small 
contribution to growth of GDP (4.5 per cent) and employment (4.3 per cent) (Table 8).  

Most of the economic growth took place in the services sector, which accounted 
for over two thirds of the growth between 2002 and 2010. Trade, restaurants and hotels 
accounted for almost 30 per cent of the GDP growth, increasing its share of the economy 
slightly. Social and private services, i.e. primarily public sector services, and transport 
and communications each accounted for 17 of the growth of GDP. The predominant role 
of the services sectors was even more pronounced as a source of employment growth. In 
the absence of a strong manufacturing sector and with virtually no employment growth in 
agriculture, the increase in employment was largely confined to the services sectors, 
which accounted for 84 out of every 100 new jobs created over the period. A third of the 
total increase in employment took place in trade, restaurants and hotels while two out of 
five new jobs were in social and private services, i.e. mostly publicly funded.  

Table 8. Contribution of sectors to growth in GDP and employment, Maluku. Percentage. 

2002-2010 GDP growth  Employment  

Agriculture & fishing  22.8  4.5  

Industry  8.4 11.5 

Mining and quarrying/electricity, gas etc. 0.9 1.3 

Manufacturing  4.5 4.3  

Construction 3.1 6 

Services  68.7 84  

Trade & restaurants  29.3 34.6  

Transport & communications  17  10.3  

Social and private services 17.7  41  

All sectors  100  100 

Source: SAKERNAS (2010h, 2002); Bank of Indonesia (2010e), GDP 2010 data provided by BPS Maluku 

The very rapid growth of employment in the services sectors took generally place 
at the expense of productivity. The very high employment elasticities in trade, restaurants 
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and hotels (2.20) and in public and private services (2.76) implied that employment grew 
two to three times faster than value added in these sectors. As a consequence, 
productivity fell by 31 and 35 per cent, respectively, in these sectors and by 22 per cent 
in the services sectors overall, at the same time as it increased by 29 per cent in 
agriculture (Table 9a). In view of the very large differences in productivity between 
agriculture on the one hand and the services sectors on the other hand, this may be 
considered as a natural and positive development. Labour shifted from a low productivity 
sector (agriculture) to services sectors where productivity was much higher. As a 
consequence, GDP grew as productive resources were shifted from areas of low 
productivity to areas of high productivity, incomes from labour increased and the number 
of working poor presumably fell. However, there is reason to caution and to question the 
sustainability of this development.  First, most of the employment growth in social and 
private services resulted from an expansion of public sector services and employment 
and was largely funded by transfers of fiscal resources from Jakarta to the province. 
While this expansion was no doubt welcome, it can hardly provide the basis for 
continued sustainable growth and extrapolated into the future. Second, it is questionable 
if the growth of employment in trade, hotels and restaurants can continue unabated 
without unacceptable losses in productivity unless new sources of economic growth of 
this sector, such as tourism, are developed. Third, the growth dividend from shifting 
labour from low productivity sectors to sectors with higher productivity will inevitably 
decline as the productivity gaps are reduced. Productivity growth within sectors, based 
on technological development, intensified production and a gradual shift to products with 
a higher value added will need to assume a larger role in the years to come to sustain 
economic and employment growth. Agriculture12 and manufacturing stand out as the 
sectors with the greatest scope for such a development, while the scope for major 
increases in productivity in the services sectors tends to be much more limited. So far, 
such a development is only noticeable in agriculture, while development of 
manufacturing remains very feeble indeed.   

Table 9. Labour productivity by sectors, Maluku. Thousand Rupiahs (at constant 2000 prices). 

 2002  2010 

Agriculture & fishing  3421 4412 

Industry  5871 6303 

Mining and quarrying/electricity, gas etc. 14614 11461 

Manufacturing  5976 6894 

Construction 3395 4162 

Services  14307 11149 

Trade & restaurants  18561 12778 

Transport & communications  10322 12761 

Financial, real estate, business services 20278 43575 

Social and private services 11838 7670 

All sectors  6398 7250 

Source: SAKERNAS (2010h, 2002); Bank of Indonesia (2010e), GDP 2010 data provided by BPS Maluku 

 
 
 
 

                                                 
12 Interpreted broadly to include fishing and aquaculture. 
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Table 9a. Productivity growth and employment elasticity by sectors, Maluku. Percentage. 

2002-2010 Productivity growth Employment elasticity  

Agriculture  29 0.07  

Industry  7 0.81  

- Manufacturing  15 0.57  

- Mining, Electricity, Gas & Water -22 2.16 

- Construction 23 0.66 

Services  -22 1.76  

- Trade, hotels & restaurants  -31 2.20  

- Transport & communication  24 0.63  

 - Financing, insurance, real estate, business 115 -0.82 

- Public and private services -35 2.76 

All  sectors  13 0.64 

Source: SAKERNAS (2010h, 2002); Bank of Indonesia (2010e), GDP 2010 data provided by BPS Maluku 

The economic dynamics differ greatly between urban and rural areas, and between 
Ambon and the rest of the province. While only 20 per cent of Maluku’s population 
currently reside in Ambon, the provincial capital accounts for 42 per cent of the 
economic production in the province (Table 10). The per capita income in Ambon is 
more than twice as high as the Maluku average, while the per capita income of some 
districts, such as Maluku Tengah, Seram Bagian Timor and Pulau Buru is only about 60 
per cent of the provincial average. Except for agriculture, economic activity is 
concentrated in the main urban centres, and there is a risk that economic development 
will bypass many areas in the province.  

Table 10. Differences in the level of economic development between districts in Maluku. 

2010 Share of 

population, % 

Share of GDP, % GDP/capita. Index 

Maluku = 100 

Maluku Tenggara Barat  6.5  6.9  106  

Maluku Barat Daya  4.8  4.6  96  

Maluku Tenggara  7.2  5.2  73  

Kota Tual  3.7  3.5  94  

Aru  5.6  5.2  93  

Maluku Tengah  25.6  14.6  57  

Seram Bagian Barat  11.0  7.5  68  

Seram Bagian Timur  5.9  3.5  60  

Pulau Buru  6.5  4.1  63  

Buru Selatan  3.6  3.0  84  

Kota Ambon  19.5  41.8  214  

Source: Calculated from BPS GDRP data, 2010 
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Poor infrastructure and insufficient investments affect the dynamics of the 
economy and the labour market. Wage employment is limited and confined to a few 
cities and towns; non-wage employment is widespread and is closely associated with 
informality and poverty. 

To sum up, the pattern of economic and employment growth in Maluku over the 
past decade displays both strengths and weaknesses. The main strength has been the 
rapid growth of value added in agriculture. The fact that value added has increased at a 
much faster rate than employment implies that productivity has gone up. This is a very 
positive development as a majority as poverty is concentrated to rural areas and there is a 
large number of working poor in agriculture. One might have expected that the rapid 
growth in productivity in agriculture would have resulted in a stronger reduction of 
poverty than appears to have been the case. In the absence of more detailed information 
and analysis, one can only speculate on why poverty has not fallen more. It may be 
because the benefits of productivity increases have not been distributed equally within 
the sector as there are geographic differences in the population to land ratio, access to 
land and in rainfall and other natural factors influencing the conditions for agriculture. 
Indeed, the joint analysis suggested that inequality in access to land and unclear and 
often contested ownership and user rights of land might offer an explanation. However, it 
may also be due to errors in the data and inconsistencies over time in the collection of 
data or in definitions.   

The major weakness of Maluku’s economy is the insignificant development of 
manufacturing. Development of manufacturing with a focus on processing of local 
resources would increase the value added of these resources and create a much needed 
additional engine of growth in the economy. A strong, combined development of the 
three strategic sectors – agriculture, aquaculture and tourism – and of manufacturing 
linked to these sectors to create strong value added chains, will be necessary to achieve 
the twin goal of continued increases in productivity to reduce the number of working 
poor, and a rapid generation of productive employment opportunities outside agriculture, 
in a situation where the public sector can no longer be relied upon as a main source of 
employment growth. The persisting high rates of poverty in rural areas, despite 
significant increases in agricultural production also suggest a need for an in-depth 
examination of the apparent failure of agricultural growth to translate into rapid 
reduction of the number of working poor. 

II. Poverty Reduction and a Projection of the Need to 
Increase Productive Employment  

The inter-communal conflict a decade ago exerted a very heavy economic and 
social cost on Maluku. At the end of the conflict the economic situation was a great deal 
worse than it had been in 1995 when the Millennium Development Goals had been 
established. Poverty was rampant and with the fabrics of the economy and of the society 
severely damaged, economic and social recovery and meeting the MDG goal of halving 
extreme income poverty by 2015 became a daunting challenge.  

Creating productive employment opportunities is by far the most important way of 
reducing income poverty. Productive employment is employment that yields sufficient 
income to permit a worker and his or her dependants to enjoy an income and 
consumption level above the poverty line. The deficit of productive employment consists 
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of those who are in the labour force, but who do not have productive employment. This 
deficit takes two forms: Working poor and unemployed. The working poor are people 
who are working and belong to households whose members have a level of income and 
consumption below the established poverty line. Either because the productivity is too 
low or because the person does not have enough work, that is he or she would like to 
work more hours. Hence, there is a direct link between poverty and working poor.  

However, the way working poor and productive employment are defined implies 
that there are also other factors influencing the status of a worker as working poor or 
productively employed. The intra-household actual dependency ratio, which is the 
number of mouths each breadwinner has to feed, matter. The higher the actual 
dependency ratio, or the larger the number of people depending on a worker’ income, the 
larger the income needed to escape poverty. Furthermore, the labour income of other 
working members of the same household also matters, as does non-labour related 
incomes, such as public and private transfers. Hence, one important conclusion with a 
bearing on the situation in Maluku is that increasing the activity rate by bringing more 
women into the labour force can be an important complementary measure to reduce 
poverty and to increase productive employment, along with increasing the productivity 
and income of those who are already working.  

1. The Characteristics of Poverty 

Maluku’s poverty rate (27.7 per cent in 2010, Table 11) is among the highest in 
Indonesia and twice as high as the national average (13.3 per cent in 2010). In addition to 
that, it seems that in Maluku employment does not always permit an escape from 
poverty. Low productivity, rather than unemployment, is the main cause of income 
poverty. From the conclusions gathered earlier in the paper it can be deduced that 
education does not guarantee employment, and employment does not guarantee 
prosperity. 

Unlike elsewhere, poverty is not linked to unemployment in Maluku. As evident 
from Table 11, only a small portion of the poor are unemployed. In 2009, when poverty 
rate was 28.2 per cent, a mere 2.2 per cent of the poor did not have a job at the time of 
the survey. As much as 97.8 per cent of the poor were working, and almost 82 per cent of 
all poor were working in agriculture. Knowing that agriculture is the main source of 
employment for the rural population – as much as 70 per cent of rural working 
population was employed in agriculture in 2010 – it can be concluded that in rural areas 
the primary manifestation of the deficit of productive employment is working poverty 
due to low productivity in agriculture. In fact, it is estimated about a half of those 
working in agriculture find themselves living below the poverty line.13  

Table 11. Labour force and poor people by sector and labour market status, 2009. Percentage. 

Unemployed 

 
Working in 
agriculture 

Working in  

non-agriculture 

Total 

 

LF 10.6 50.3 39.1 100 

Poor 2.2 81.7 16.1 100 

Source: SAKERNAS (2009a); BPS (2010g,Table 3.2) 

                                                 
13 Estimates are based on the data provided in Table 3.2, Data and Information on Poverty: District/City 2009, BPS, 
2009. An assumption is made that the labour force participation rate among the poor is the same as the total activity 
rate.  
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Indeed, poverty in Maluku is mainly rural. As much as 90 per cent of the poor are 
found in rural areas, as opposed to about 65 per cent in Indonesia as a whole. This may 
be explained by the lower level of urbanisation and lack of economic diversification in 
the province. There is a high pressure on agricultural sector and land to support the 
population in rural areas. A greater access to non-farm employment opportunities would 
decrease such pressure. 

The gap between the poorest strata of Maluku population and the average income 
of the poor is very large. This gap, as measured by the Poverty Gap Index (PGI),14 is 
more than two times wider in Maluku than in Indonesia as a whole (see Table 12). 
However, the overall PGI for Maluku fell from 6.38 per cent in 2007 to 5.23 per cent in 
2010. The economic growth that has been taking place in Maluku might have helped 
reduce the severity of poverty but has not yet managed to deliver larger numbers of 
people in need out of poverty. It would require a stronger and sustained inclusive growth 
to make such an impact. 

Table 12. Poverty Gap Index, 2010. Percentage. 

 Maluku Indonesia 

Rural 6.59 2.8 

Urban 1.36 1.57 

Total 5.23 2.21 

Source: BPS, Poverty data: http://www.bps.go.id/aboutus.php?tabel=1&id_subyek=23 

Poverty is closely linked to education levels:  the higher the education level of the 
head of a household, the lower the incidence of poverty (Figure 9). Those who have 
completed at most primary school make up a majority of the poor - 66 per cent or about 
270’000 people, whereas the high school graduates in Maluku comprised less than 2 per 
cent of the poor in 2007 (or 7’100 people). However, it is noteworthy that in Maluku 
even those with high school education are sometimes poor (one third of the poor 
households were headed by a person who completed at least junior high school).  

Poverty is often inherited from one generation to the next. The 2007 statistics on 
drop-out rates show that pupils from poor households are much more likely to drop out 
from school than pupils from households living above the poverty line. For instance, in 
2007, 5.2 per cent of students from poor households dropped out of junior high school, 
which is higher than 1.9 per cent dropout rate from junior high school among students 
from non-poor households.15 Fortunately, overall dropout rates in Maluku are among the 
lowest in Indonesia.  

Therefore, it can be safely concluded that poverty is most widespread among those 
with little education, working on low productivity jobs in agriculture in rural areas. 
While low levels of education can partly explain the persistence of poverty in Maluku, 
they do not quite provide a full answer.  

                                                 
14 UN Statistical Division defines the poverty gap as the mean shortfall of the total population from the poverty line 
(counting the non-poor as having zero shortfall), expressed as a percentage of the poverty line. This measure reflects 
the depth of poverty as well as its incidence. The indicator is often described as measuring the per capita amount of 
resources needed to eliminate poverty, or reduce the poor’s shortfall from the poverty line to zero, through perfectly 
targeted cash transfers. 
15 See BPS (2009c)  
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Source: BPS, 2009 

2. The Need to Increase Productive Employment 

Productive employment and decent work provide the main link between economic 
development and reduction of income poverty. Integrating economic planning with 
employment planning, aimed at achieving productive employment and decent work for 
all, offers an effective way of creating a strong link between economic development and 
poverty reduction. Together with the integration of human resources development 
planning with economic development planning, with which it is closely related, it 
provides a strong basis for a comprehensive development planning. To this end, forecasts 
need to be made of the requirement for productive employment creation, which in their 
turn should be cast against the current and envisaged capacity of the economy to generate 
productive employment.  

In order to quantify the magnitude of the challenge of productive employment 
creation in Maluku a rough estimation of the deficit of productive employment in the 
province and a forecast of the need for creation of productive employment in the coming 
five years was made. 16 It is estimated that about 162,700 people who work, presently 
find themselves in poverty. The working poor and the unemployed together make up the 
deficit of productive employment. This deficit is estimated to have grown somewhat in 
the past decade, from 193,900 in 2002 to 227,600 in 2010 (Table 13). The apparent 
increase in the number of working poor is surprising considering that productivity has 
increased in agriculture in the past years.  

 

 

 

 

                                                 
16 These calculations follow the methodology laid out in a brief methodological guide on Understanding deficits of 
productive employment and setting targets (Ronnas, Kwong, 2011). The figures should be seen as approximations as 
they are based on the assumption that the intra-household dependency ratio is the same for poor and non-poor 
household. More detailed analysis would be needed to relax this assumption. 
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Figure 9. Poverty by the level of education of the head of household, 
2007
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Table 13. Working poor & productive employment deficit in Maluku17  

 2002 2007 2009 2010 

Labour force 484,205 552,729 596030 651,339 

Rural 375,536 407,803 434,529 450,751 

Urban 108,669 144,926 161,501 200,588 

Employed 445,097 485,308 533,015 586,430 

Rural 356,720 363,658 397,341 414,884 

Urban 88,377 121,650 135,674 171,546 

Poverty rate (%) 34.8  31.1 28.2 27.7 

Rural - 37.02 34.3 33.9 

Urban - 14.49 10.2 10.2 

Productively employed 290,292  334,183 382,545 423,754 

Rural 356,720  229,032 261,053 274,072 

Urban 88,377  104,023 121,835 154,048 

Working poor 154,805  151,125 150,470     162,676 

Rural                  -   134,626 136,288 140,812 

Urban                  -   17,627 13,839 17,498  

Unemployed 39,108 67,421 63,015       64,909 

Rural 18,816 44,145 37,188 35,867 

Urban 20,292 23,276 25,827 29,042 

Deficit of productive employment 193,913  218,546 213,485     227,585 

Rural - 178,771 173,476 176,679  

Urban - 40,903 39,666 46,540  

Source: Authors’ calculations based on BPS data: http://dds.bps.go.id/eng/aboutus.php?tabel=1&id_subyek=23 accessed  

Rough estimates of the regional distribution of the deficit of productive 
employment are shown in Table 14. Once again, evidently the primary manifestation of 
the deficit of productive employment in rural areas is working poverty and low 
productivity, whereas in urban areas it is high unemployment. In rural areas those are 
people with low education that are mainly affected, whereas in urban areas there are 
fairly educated men and especially women and the young who struggle to find a decent 
job.  

Table 14. Deficit of productive employment by status and area of residence, Maluku. Percentage. 

2010  Rural Urban Total 

Working poor 79.7 37.6 71.5 

Unemployed 20.3 62.4 28.5 

Total deficit 100 100 100 

Source: BPS http://dds.bps.go.id/eng/aboutus.php?tabel=1&id_subyek=23 accessed; SAKERNAS (2010h, 2002); 
Authors’ calculations 

                                                 
17 Poverty line is the value of per capita expenditure per month to provide basic food and non-food needs, needed by a 
person to enjoy proper living conditions. 
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A first attempt to make a rough estimate of the need for productive employment 
creation over the 2010 to 2015 period was made as an input into the workshop on 
employment diagnostic analysis in Ambon, April, 2011. A summary of the results of this 
exercise is provided in Table 15. These initial estimates highlight the magnitude of the 
development challenge ahead. They suggest that the number of productive jobs will need 
to increase by at least 154,000 between 2010 and 2015. Somewhat more than half of this 
increase (74,000) will have to be in the form of new jobs for the large number of young 
entrants into the labour force and, to a lesser extent, to reduce unemployment. In 
addition, the number of working poor will need to be reduced by some 80,000, either 
through an increase of the productivity and incomes in their present jobs or by creating 
opportunities for them to move to other and better jobs. As the vast majority of the 
working poor live in rural areas and derive their living from agriculture, a continued 
increase in agricultural productivity and incomes is essential. A shift of the working poor 
to new and better remunerated occupations and economic sectors is much needed. The 
90,000 or more new jobs will mainly have to be created outside the agricultural sector. 
As it will not be possible to continue to rely on the public sector as a main source of 
employment creation and as the past trend of rapid employment creation at the expense 
of productivity in trade and other services will need to be broken, new sources of 
employment and economic growth are very much needed.  Another, complementary 
measure would be to increase the activity rate of women, particularly in poor households. 
With two income earners instead of one in a household, the income needed by each one 
to bring the household out of poverty could be significantly reduced. However, this 
would imply a need for additional job creation on top of the 154,000 productive jobs 
already needed, while the pressure to increase labour productivity would somewhat 
reduce.  

Table 15. Estimates and forecasts of the deficit of productive employment in Maluku 

 2002 2010 2015 Change 2002-
2010 

Change 
2010-2015 

Labour force 484,200 651,300 716,380 167,100 65,000 

Employed 445,100 586,400 659,790 141,300 73,400 

Unemployed 39,100 64,900 56,600 25,800 -8,300 

Poverty rate 34.8 27.7 12.5 - 7.1 -15.2 

Productively employed 290,300 423,700 577,300 133,400 153,600 

Working poor 154,800 162,700 82,500 7,900 -80,200 

Deficit of productive 
employment 

193,900 227,600 139,100 33,700 -88,500 

Source: BPS (2010b); BPS Poverty data, http://dds.bps.go.id/eng/aboutus.php?tabel=1&id_subyek=23 accessed 
SAKERNAS (2010h, 2002); Authors’ calculations 

Remarks: All figures are based on BPS data. Targets for 2015 were based on the MDG target of halving poverty 
by 2015 and assuming a target to reduce unemployment to the national average by 2010. The deficit of productive 
employment is calculated as the working poor plus the unemployed, which is those in the labour force who lack productive 
employment. Productive employment is defined as employment that yields a sufficiently large income to allow the worker 
and his/her dependents an income above the poverty level.  

Rural
78%

Urban
20%

Figure 10. Total deficit of productive employment by area, Maluku, 2010



 

24 
 

Although indicative of the magnitude of the employment challenges facing 
Maluku, the estimates above are mainly provided here for the purpose of exemplification 
and could, and would need to, be further refined and elaborated in greater detail, for 
instance by districts. They can also be recalculated to reflect the more ambitious targets 
for reduction of poverty and unemployment in the 2008-2013 development strategy. 
They would also need to be cast against the past performance of the economy, sector by 
sector, and against the likely outcome of the current economic development plans and 
forecasts in terms of employment and income generation. Analysis of the depth of 
poverty would also allow estimates of the productivity and income increases needed to 
reduce the number of working poor.  

III. Identifying Priority Areas for Increasing Prod uctive 
Employment 

Once the first phase of the employment diagnostic analysis had been completed, 
which provided a general understanding of what had happened in the province, the study 
moved into its second phase – the participatory workshop that would help understand 
why, or the causes leading to the current state of affairs as per statistics. Some of the 
conclusions were easy to identify, whereas others required extensive discussions among 
the participants guided by the employment diagnostic ‘tree’ with a range of factors that 
may affect growth and employment, in order to reach consensus on the core constraints.  

Maluku saw an annual economic growth of about 5 per cent over the past ten 
years. Growth has been strong in agriculture but employment has not, which implies a 
growth in productivity. Economic growth has been strong in services, though 
employment growth here was even stronger, resulting in falling productivity. As 
explained earlier in the text growth in public and private services is unlikely to be 
sustainable in the long term. On the other hand, manufacturing which is a sector that 
could be both productive and sustainable, has been stagnating for the past decade. 
Although growing, the economy is still at an initial stage of industrialisation. Agrarian in 
its essence, it has not yet developed sophisticated value chains.  

Despite the sustained growth, poverty rates in Maluku remain high. Over a quarter 
of the population presently find themselves below the poverty line and the provincial 
poverty rate is two times higher than the national average. The labour market 
participation rates are comparatively low, mainly because of the high occurrence of 
inactivity among women; unemployment rates are high at 10 per cent, and again, higher 
among women. Yet in the specific case of Maluku poverty hardly affects the unemployed 
but mainly those who do work in low productivity jobs. The link between economic 
growth and welfare of the population seems to be weak.  

The participatory workshop served as a panel for discussion and a form of a 
“structured brainstorming” that helped distil the core constraints and the degree of their 
urgency. Having acknowledged the weaknesses in the provincial development pattern, 
the workshop participants with the assistance of facilitators and resource persons 
identified nine core constraints to increasing productive employment and grouped these 
into three main areas (see Appendix I): 
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age, and a large share of the population in pre-working age and soon to enter productive 
age and therefore further improve the age-based dependency ratio.18   

The qualitative attributes that determine employability – education, skills, health, 
cognitive abilities etc. – set the parameters for the individual persons’ ability to access 
productive employment as well as for the scope for technological advancement, 
increased labour productivity and returns to labour at the aggregate level. As established 
in the previous sections, the quality of human resources in Maluku overall is relatively 
high at the first glance – illiteracy rates are low and education attainment rates are high 
even among the rural population. However, as concluded from the previous sections, 
higher education levels do not always translate into better employability of the 
individuals. In contrast, those with only primary education or lower, make up the 
majority of workers in rural areas and often end up as the working poor. In a way, this 
situation reflects an early stage of development of Maluku’s economy that employs low-
skilled labour.  

 

Source: SAKERNAS (2010h) 

Basing on the findings of the initial analysis the workshop participants tried to 
answer two main questions, why do the human resources remain underutilised, and what 
prevents Maluku from making the most of its natural resources? The participants of the 
workshop concluded that the potential of human resources in Maluku is not fully utilised 
due to the fact that despite being educated, the labour force lacks skills to work 
productively and to support specific sectoral development as indentified in the provincial 
development strategy. The participants strongly believed that the training received by the 
students is not sufficiently in tune with the market requirements. Unemployment rates are 
high among the senior high school graduates because their education does not match job 
opportunities or they tend to be selective in taking up a job, and in the absence of 
attractive employment opportunities stay out of job. In addition, educated women often 
do not participate in the labour force at all, either due to an absence of economic 
incentives to work or due to a conservative attitude towards women in the community in 
general.  

Several factors were identified as restraining the optimal use of human resources, 
including poor quality and relevance of education and skills training. It was noted that 
there was as yet no constructive policy to close the gap between the education system 
and the labour market. There is a lack of high quality vocational schools, collection and 
dissemination of labour market information was inadequate and attractive productive 
employment opportunities are scarce. The investment in the institutional infrastructure 
for education and vocational training was believed to be wanting, especially in the rural 
areas and at district level.  

                                                 
18 The dependency ratio has a direct impact on the number of working poor; it also exerts an influence on savings and 
investments not least in human resources and on participation rates in the labour force. 
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Figure 11. Labour force by level of education,  Maluku, 2010
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Considering the labour force is generally fairly well educated, there is a scope for a 
technological advancement and increased labour productivity in the economy. It was 
suggested that a specialised training be provided to women and men to support the 
priority sectors of economy, namely agriculture, seaweed cultivation, fishing and 
tourism, as well as in quality control of production. A better coordination between the 
market demand and supply and between the economic development strategy and human 
resources development, via schools accessible to everyone, vocational education and 
trainings (VET) and life-long learning (LLL) programmes is necessary. It was 
emphasised that the training provided by these institutions must specialise in the priority 
sectors. 

As to the natural resources, Maluku is rich in land and sea resources. Land is 
generally fertile and benefits from sufficient rainfall, and the sea is abundant in fish and 
other marine resources. Yet the rich potential of the natural resources is not being 
fulfilled. The underutilisation of natural resources was widely believed to have been 
caused by an uneven access to land across the province and unclear and insecure 
ownership and user rights, which is reflected in a poorly developed land registry and land 
certification. The latter problem has also often become the cause of inter-communal 
friction. The problem of underutilisation of natural resources is exacerbated by the 
insufficient or obsolete infrastructure, which is a major challenge in a “province of a 
thousand islands” as Maluku is often referred to. In order to boost production in 
agriculture that the economy and population would benefit from, the use of land in 
Maluku must be intensified. A fair, secure and equal access to land and other natural 
resources must be ensured. To address the issues with access to land and other productive 
resources constructively, a capacity building for managers in spatial planning and 
resources management needs to be provided. In addition to that, agriculture extension 
services must be offered to farmers to inform them of the potential of the land cultivation 
and of the up-to-date technology available.  

2. Creating Productive Employment Opportunities – A  Focus 
on the Rate and Quality of Economic Growth   

The forecasts of the need for creation of productive employment in the coming years 
that result from the very ambitious targets to reduce income poverty imply a formidable 
challenge for the economy in the coming years quantified in the previous section. 
Achieving these targets will require a continued productivity growth in agriculture to 
reduce the number of working poor, and a rapid generation of new productive jobs in the 
next years, the vast majority of which will have to be created outside agriculture and 
outside the public sector. It will also require a higher rate of growth than in the past, 
although the precise rate of growth needed to meet the targets will depend on the 
structure and nature of growth. To achieve higher and sustainable economic growth will 
require a structural change of the economy and a transformation of its productive 
capacity. This process should be characterised by a continuous building of human 
resources and capabilities, adoption of more sophisticated technologies and knowledge 
and diversification into non-traditional and higher value added goods and services. It will 
require intensification and market-orientation of agriculture, fishing and aquaculture; 
diversification of the economy, with priority to develop linkages to and from agriculture, 
value added chains and modern manufacturing; identification and development of export 
niches and niches where Maluku’s economy can achieve excellence; and last but not 
least a growth with equity – development must be inclusive and pro-poor. 
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The analytical and diagnostic session on economic development was structured as a 
sequential review and assessment of a range of different aspects and factors known to 
influence the rate and quality of growth (Appendix I), with a view to identify the core 
constraints and issues that need to be addressed in order to increase both the rate and 
quality of economic development. Some of these factors are by nature such that the 
provincial authorities cannot exercise much influence over them and hence they have to 
be taken as given. However, most factors and issues can be influenced at the provincial 
level. The task at hand was to identify problematic areas and make an informed decision 
on which of these should receive priority attention because of their fundamental 
importance in the context of Maluku. 

Integration in the global economy. Being a small part of a large country – 
Indonesia – which in its turn is part of a larger economic region – ASEAN – implies that 
Maluku is a small open economy integrated in a much larger one. The degree of 
integration can be measured as the share of trade in the economy, but also labour 
migration, remittances and FDI are part of the picture. There is very little scope for 
Maluku to influence the terms of its integration in the larger economies of Indonesia and 
the ASEAN region. Maluku can only make the best possible use of a given situation. A 
quick look at statistics clearly shows that despite access to a national market of 250 
million people and a much larger ASEAN market, the level of integration with these 
external markets is low. The potential to develop exports to the rest of Indonesia and 
abroad remains largely untapped due to the low level of development of the domestic 
economy.   

Macroeconomic policies is another area where the main decisions are taken in 
Jakarta and not in Ambon, and over which Maluku can only exercise very limited 
influence. Macroeconomic stability is necessary, but not sufficient to achieve growth. 
However, policies aiming at macroeconomic stability can at times be designed and 
implemented at the expense of competitiveness and economic growth. Policies aimed at 
reducing inflation or reducing the budget deficit can have a negative impact on growth, 
for instance through high interest rates, appreciation of the exchange rate or reduction of 
government spending during economic recessions. A review of the situation in Maluku 
suggests that macroeconomic instability is not an issue. However, there has been a real 
appreciation of the Indonesian Rupiah over the past years, which may have served to 
undermine international competitiveness. A main conclusion must be that Maluku needs 
to focus on improving competitiveness and on identifying export niches that are not very 
price sensitive. 

Access to finance. Economic development requires investments. These can come 
from abroad, from other parts of Indonesia or from within the province. Investments 
require savings and a financial system which serves as an efficient intermediary between 
those who save and those who need to borrow money to invest. Experience shows that a 
high rate of saving and of investment as well as a banking system that is efficient in 
mobilising savings and in providing credits for investments are both prerequisites to 
achieve high rates of growth over a long period of time. A review of the situation in 
Maluku reveals a rather grim picture. According to official statistics, gross fixed capital 
formation was only 4.5 per cent of GDP in Maluku in 2010, compared to 25 per cent for 
Indonesia as a whole. If this figure is correct, the investments are clearly far too low to 
sustain high growth. So far Maluku has attracted very limited amounts of foreign direct 
investments (FDI). Bank credits have expanded rapidly in Maluku in recent years, but 
about 60 per cent of all loans are for consumption, an additional 30 per cent for working 
capital of enterprises, and only 10-13 per cent of the credits given out are long term loans 
for investments. The difference between lending and borrowing rate appears to be 
approximately the same as in the rest of Indonesia – that is about 5 per cent – which can 
hardly be considered excessive. It would appear that the main problem is not a high cost 
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of capital, but difficulties for firms to access bank loans, or possibly a lack of demand for 
credits. It should be noted that restricted access to land identified by the participants as a 
constraint to inclusive growth in agriculture, may also limit the use of land as collateral 
for credit. That said access to and cost of finance was identified as a significant 
constraint, deserving a priority attention.  

Social returns to investments. Social returns to investments have to do with the 
ability of economy as a whole to make use of private investments, and of the innovations, 
technology and knowledge that follows from such an investment. For example, say that a 
multinational company wishes to establish a factory in Maluku. If there is plenty of well-
educated and skilled labour, then the factory will be able to use local labour rather than 
bringing in skilled labour from other parts of the country. With lots of highly trained 
people, it will also be easier to make a wider use of the technology and know-how that 
the factory brings with it. Local engineers can set up local firms that supply the factory 
with different parts, so that these do not have to be imported, etc. With good physical 
infrastructure, it will also be possible for other towns than the one where the factory is 
built to benefit in different ways. At the more general level, it has to do with the 
development of capabilities, along with actual economic development. It can easily be 
argued that Maluku is handicapped in this regard by its geographic location. As it 
consists of a large number of islands scattered over a vast area of sea, transport costs of 
both people and goods are inevitably high within the province as well as between the 
province and the rest of Indonesia.  The tyranny of distance in terms of both cost and 
time of transport makes it difficult to achieve spread effects whereby the growth in 
primary economic regions may benefit the periphery through increase in demand for raw 
materials and adoption of advanced technologies. As noted earlier (Chapter III: 1) the 
education levels are quite high, however, there are concerns about the quality and 
relevance of the knowledge and skills provided by the educational system. Lastly, a 
generally low level of economic development implies that the social returns to individual 
investments are likely to be low, as most factors that contribute to social returns to 
investments develop in tandem with the expansion and increasing sophistication of the 
economy. The participatory workshop concluded that low social returns to investment, 
especially infrastructure were a major hindrance to development in the province. It is a 
chicken and egg dilemma which requires concerted development efforts to overcome. 

Efficiency and functioning of markets. Poorly functioning markets can be a major 
constraint on economic development as they result in high costs of transaction, 
uncertainty and risks. Geography, population density, level of economic development 
and the transport and communication system are all important factors – all 
disadvantageous for Maluku. However, other factors matter too, such as the institutional 
legal and regulatory framework. Three dimensions of the efficiency and functioning of 
markets need to be explored: 

1. The ease of access to markets for inputs, credit, labour, services and for sale of 
production. That is the cost of market access in terms of both time and money; 

2.  The reliability and predictability of markets. Will the buyers / sellers be there 
when I need them? Can I predict the price I will get for my produce or will have to 
pay for what I need to buy?  

3. The efficiency of the markets: Are there many competing buyers and sellers? Is it 
easy to get price information and to compare prices? 

The functioning of markets is inherently difficult to quantify and measure. Often, 
the best sources of information may be the local economic actors themselves, who 
depend on the functioning of markets in their daily activities. One way to examine the 
functioning of markets is through the prism of a value added chain, by following a 
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product from the inputs needed to produce it to the final consumer in order to assess the 
strength and efficiency of the linkages and to identify weak links.  

The functioning of markets can also be seen from the perspective of geographic 
market integration. The establishment of a diversified and integrated economy through 
the creation of linkages between different sectors in the economy and of strong value 
added chains need to be complemented by a geographic integration of the economy of 
Maluku. Rural areas need to be linked to markets in small towns where farmers can sell 
their produce and buy the inputs and other goods they need. These small market towns in 
their turn depend on the development of agriculture and the rural economy to prosper. 
These small towns in their turn need to be linked to other. A strong and well-functioning 
network of towns and cities needs to be created, that makes it easy to trade between 
different towns and parts of the province and which makes it possible for all areas of the 
province to become integrated parts of the provincial economy and to contribute to its 
development.  

During the workshop the participants deducted that poorly functioning markets 
are a major constraint on economic development in Maluku. Much of the economic 
activities in the province are confined to the capital city, Ambon, and local markets 
elsewhere tend to be poor and poorly connected with each other. Costs of transport are 
high and a prevalence of small and largely disconnected markets also suggest that there 
are reasons to suspect low and unpredictable prices. 

The quality of the business environment. A wide range of factors exerts influence 
on the quality of the business environment. These may for the purpose of analysis be 
divided into three main groups: (i) peace, political stability and respect for human rights, 
(ii) the legal and regulatory environment, and (iii) the quality of governance and 
prevalence of corruption. The quality of the business environment affects both the rate 
and the quality of economic growth. It also has an important bearing on equality and the 
establishment of a level playing field for both large and small businesses, as small 
businesses tend to suffer more than large ones from a poor business environment.  

Indonesia scores fairly well on political freedoms and human rights indicators and 
there is no reason to believe that Maluku differs from the rest of the country in this 
respect. The level of crime and physical violence is low by any standard. However, there 
is a history of communal conflict, which may continue to cast a shadow over the 
province.  

There is no separate independent study on the legal and regulatory environment for 
businesses in Maluku. Studies on Indonesia as a whole result in a mixed picture. The 
Doing Business ranks Indonesia rather poorly, as the 155th country out of a total of 183 
countries.19 According to this survey, the cost of setting up a business, of enforcing 
contracts and of closing down a business is particularly high in Indonesia. Another 
survey by the World Bank Group, the Enterprise Survey, offers a slightly different and 
more positive picture.20 According to this survey, Indonesia scores better than its 
neighbouring countries when it comes to taxes and tax regulations, difficulties in 
obtaining permits and licences, crime, and barriers to foreign trade. However, poor 
infrastructure appears as a more serious problem in Indonesia.  

Corruption is a recognised problem in Indonesia as in most countries in the world. 
The negative impact of corruption on economic development is well-known. Corruption 
also tends to worsen inequality as it affects those without power and influence and who 

                                                 
19 IFC 2011 
20 Enterprise surveys (2009) 
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are economically weak tend to be much more exposed to corruption and are less able to 
defend themselves against such malpractices. Transparency International gives a fairly 
low score to Indonesia, a mere 2.8 on a scale from 0 to 10; below Thailand and Malaysia, 
but slightly above the Philippines. The Enterprise Survey, which measures corruption 
exclusively from a business perspective, arrives at a slightly more positive picture. 
According to this survey, 14 per cent of the firms in Indonesia consider corruption to be a 
major constraint, as against 29 per cent of the countries in the region as a whole.  

In the absence of hard evidence, and relying on the local experiences of the 
workshop participants coming from diverse backgrounds, it was concluded that quality 
of business environment in Maluku is inadequate. The district and provincial 
authorities can do a fair amount to improve the regulatory and institutional environment 
for local businesses by simplifying rules and administrative procedures etc. Such 
measures often cost little to implement, but may be very effective in terms of increasing 
the attractiveness of Maluku as a destination for investments and businesses and creating 
more conducive for economic development. A dialogue between provincial authorities 
and the representatives of the private sector would probably go a long way towards 
establishing what and where the main problems are and what the priority measures for 
improving the business climate should be.  

Labour market institutions and social dialogue Unionisation of workers and 
respect for the principles of collective bargaining can help overcome unequal power 
relations on the labour market and enhance the returns to labour in the form of higher 
wages. Trade unions can also help protect individual workers against intimidation and 
discrimination at the work place. Minimum wages and labour regulations may serve as 
instruments for enhancing the employment content of growth and productive 
employment. The questions posed to the participants undertaking the growth diagnostic 
analysis in the workshop was therefore how to develop social dialogue further and use it 
as an instrument to underpin more forceful development strategies, and what aspects of 
labour market institutions needed to be improved most. 

Regional concentration of growth. A strong regional concentration of growth 
reduces the quality of growth and ultimately the rate of growth as well. A mismatch 
between the spatial distribution of the labour force and of the location of economic 
activities has a negative impact on access to productive employment and tends to 
increase inequality. To achieve a sustainable and inclusive development all parts of 
Maluku need to be well integrated in the provincial economic and the economic 
development will need to include all parts of the province. Combining structural change 
and rapid economic development with regionally balanced development is a major 
challenge for Maluku, which is an archipelago of islands spread over a very large area. A 
pronounced regional concentration of growth is highly visible in the province. The 
capital city Ambon produces 42 per cent of the GDP of the province, although only 20 
per cent of the population lives there. There are large differences in physical 
infrastructure across the province and the cost of transport is high for geographic reasons.  

The participants concluded that in Maluku, the economic development has not 
created adequate employment opportunities: Natural resources – especially marine and 
forestry – are not fully utilised, and there is a vast untapped potential in agriculture. 
Inadequate infrastructure was identified as one of the most critical constraints to 
economic and productive employment growth. Infrastructure plays a vital role in 
providing access to markets, in production and realisation of high quality agricultural and 
marine products. The workshop participants advocated for a construction of seaports to 
better connect the islands, and equip them with storage facilities and fridges to store 
marine products before shipment. Roads and regular public transportation are needed to 
move products from the point of production to the marketplace. There was a general 
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agreement on the need to achieve a regionally balanced development. At present poor 
infrastructure reduces the level of investments in the economy as well as the benefits to 
the economy as a whole of the investments that do take place. The state should facilitate 
for a more enabling business environment through simplifying administrative procedures 
and improving the general business climate. Business development service centres must 
be put in place in each cluster to support new business start-ups as well as the existing 
SME’s. It is crucial to improve market information dissemination across the province. 
The participants strongly believed that investment in infrastructure should be boosted. It 
was suggested to start a cooperative in each cluster centre to support local producers and 
manage the processing and marketing of products. 

3. Making Development More Inclusive and Sustainabl e 

Inequality weakens the link between economic growth and poverty reduction. It 
also reduces the quality and sustainability of growth. Experience tells us that economic 
development accompanied by structural change, such as a market orientation of 
agriculture and a diversification of the economy often leads to increased inequality. 
Maluku is still at a very early stage of development. It is always easier to prevent 
inequality before it develops rather than reverse it afterwards. Aspects of equality 
therefore need to be forcefully integrated into the development strategy and policies of 
the province now in order to achieve development with equity.  

Broadly speaking, one can identify four main causes for unequal access to 
productive employment: 

• Unequal employability that stems from unequal access to productive resources, 
such as education, skills and other forms of human capital as well as to land; 

• Unequal opportunities to access productive employment and to make productive 
use in the form of employment of the employability and resources a person 
possesses; 

• Insecurity and vulnerability; 
• Inequality in the availability of time to work. 

Unequal resources / employability pertains to differences in education and skills, 
health and nutrition, as well as to access to educational and training facilities and health 
care. It also covers inequality in access to other productive resources than human 
resources, such as land, capital and technology. A quick review suggests that there are 
large differences in education between people living in rural and in urban areas. For 
instance, 54 per cent of the rural labour force, but only 17 per cent of the urban, have no 
more than primary education. The differences in education between men and women do 
not on the whole appear to be very significant. Slightly more women than men have no 
more than primary education, but on the other hand, more women than men have higher 
education. There is a strong link between poverty and low levels of education. Those 
with low education are much more likely to remain poor. In this vicious circle children 
living in poor households are less likely to get a good education than those living in more 
affluent households. Lack of adequate education, in its turn increases the likelihood that 
the child will remain poor as an adult. 

Unequal opportunities.  Endowment with resources to engage in productive work 
(employability) needs to be matched with equal opportunities to make use of these 



 

33 
 

resources through productive employment. Unequal opportunities to access productive 
employment, despite more or less equal levels of employability may arise for a number 
of reasons.  

There may be obstacles to geographic, occupational and social mobility. Mobility 
is important as the present and future opportunities for good jobs are seldom found in the 
fields and places where the working poor are found. Growth invariably implies structural 
change. For the working poor to be able to benefit from growth and structural change 
they must be able to move occupationally and geographically to the sectors and places 
where new jobs are appearing. If good job opportunities cannot be developed in the 
occupations and places where the working poor are found, then the working poor must be 
able to move to the occupations and places where productive jobs can be found. Large 
geographic differences in economic development further underscore the need for 
mobility. 

Poorly functioning labour market and discrimination against those who do not 
have the necessary contacts or do not have the necessary information or who are 
perceived to have the wrong gender for a particular job may often be other important 
causes of unequal opportunities.  

There is limited statistical information on aspects that may or may not result in 
inequality of opportunities to access productive employment in Maluku. However, the 
picture that emerges from the scattered pieces of evidence that are easily available 
suggests that there are both gender-based and location determined causes of inequality.  
As pointed out earlier, women sometimes have better education than men, yet they are 
much less likely than men to be economically active; unemployment and in particular 
youth unemployment is much higher among women; yet when women do work, they are 
less likely than men to have wage-employment.  

Location too, matters. There are large differences in the level of economic 
development within the province along two lines: First, there is a large difference 
between the capital city of Ambon on the one hand and the rest of the province on the 
other hand. Second, there are large differences between poor and rich districts within the 
province. Some districts, notable Maluku Tengah, Seram Bagian Timur and Pulau Buru, 
are far behind the rest of the province in terms of per capita GDP. 

Insecurity and vulnerability can be other important causes of inequality in access 
to productive employment opportunities. This is primarily because mobility, 
entrepreneurship and investments aimed at increasing productivity and returns to labour 
by farmers and other entrepreneurs inevitably entails a certain amount of risk.  Those 
living in poverty with no economic margins and without basic social security often 
cannot afford to take even calculated and seemingly worthwhile risks because the failure 
might have catastrophic consequences. Hence, they tend to be very risk adverse. Basic 
social protection for all, in the form of a social security floor, is therefore not only 
warranted on grounds of social justice, but also to promote inclusiveness of economic 
development and as an investment in an economic development for all. 

Unequal availability to work is a common cause of gender-based inequality in 
availability to access productive employment. Household and reproductive work tends to 
be very time consuming, particularly in situations where tasks like fetching water and 
firewood, cooking, washing clothes etc. take up a lot of time. In the absence of day-care 
facilities for children, reproductive work and rearing of children may also be a full-time 
task. As these tasks tend to be unequally shared between husband and wife and between 
female and male members of a household, women tend to end up at a disadvantage in 
terms of availability to work. Addressing various constraints that make it difficult for 
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women to participate fully and on an equal footing in the labour market and in the 
economy are important not only in order to reduce gender-based inequality in access to 
productive employment, but also to increase the pace of economic development and 
make it more inclusive, reduce poverty and the number of working poor. 

In this light, the workshop participants were asked to identify main forms of 
inequality, the ways inequality manifests itself in the province and the probable causes. 
The participants acknowledged several aspects of inequality present in Maluku and two 
main dimensions of inequality between men and women and between rural and urban 
areas (between the city and periphery). Inequality takes form of unequal access to 
productive resources (education, skills, knowledge as well as access to land and natural 
resources, resulting in unequal employability), and unequal opportunities, including 
unequal availability to work between men and women. In Maluku the gender roles are 
strongly pronounced and often it is hard for women to undertake employment in male-
dominated sectors and/or away from their families. The participants advocated that 
women should be provided training as entrepreneurs or in the priority sector-specific 
professions in order to boost the development in these sectors in an inclusive manner.  

Reducing inequality between cities and districts would require support by the state 
in districts development through targeted policies and budget allocations, especially in 
the area of infrastructure improvement.  In order to reduce the economic inequality 
between urban and rural areas, the productivity of jobs in rural areas must be increased 
and more productive jobs created. This should be done through expansion of processing 
industry to increase the value added of the local products.  

IV. Concluding Remarks 

The Government of Maluku has set very ambitious goals and targets for the 
development of the province in the coming years.  The incidence of poverty is targeted to 
be reduced from 27.7 per cent in 2010 to 12.5 per cent in 2013, effectively achieving the 
MDG of halving severe poverty by 2015 two years in advance. The target to reduce 
unemployment is similarly ambitious. Over the past few years unemployment has fallen 
from a record level of 18 per cent in 2004 to 9.1 per cent in 2010, and is targeted not to 
exceed 5.8 per cent by 2013. In order to achieve these ambitious targets, economic 
growth will need to increase significantly, the quality of growth in terms of its 
employment content will need to be high and it will need to be genuinely inclusive and 
pro-poor. The Provincial Mid-term Development Strategy for 2008-2013 reflects an 
awareness of these challenges and spells out a plan for addressing them. Growth is 
targeted to increase from an average of little more than 5 per cent per year in the past 
years to 8.5 per cent by 2013.  

A strategic concentration of development efforts – sectorally and geographically – 
provides a conceptual cornerstone for the strategy. Sectorally, agriculture, aquaculture 
(including seaweed) and tourism are identified as priority sectors for economic 
development. This focus needs to be accompanied by an emphasis on the development of 
processing and, manufacturing more generally, to promote the development of value 
added chains, strong multiplier effects within the province and a gradual move up the 
technological ladder and the development of an increasingly sophisticated economy.   

A cluster-based development approach has been chosen as a way to address the 
need for a certain geographic distribution of production concentrating in cluster centres 
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in order to achieve necessary economies of scale and agglomeration effects and to 
optimise the developmental impact of scarce resources available for investments in 
physical and other infrastructure. It may also serve as an effective way to counter-
balance an inevitable tendency towards increasing economic concentration to the 
provincial capital – Ambon.  

This strategic development approach has considerable merits. The relatively early 
stage of economic development – Maluku still remains a predominately agrarian 
economy – and the dispersion of the population and of economic activities on a large 
number of islands over a vast area, combined with the need to maximise the development 
impact of scarce resources for investments provide strong arguments for the chosen 
development approach. Support for this development approach can also be found in 
economic theory as well as in empirical experiences of development elsewhere.  

The workshop on employment diagnostic analysis in Ambon identified three core 
constraints and challenges to increasing productive employment through enhanced job-
rich growth, as well as a number of other ‘second-rank’ challenges that will need to be 
addressed.  

Problems with the development and quality of the human resources were identified 
as one of the three core challenges. The identified problems have more to do with the 
relevance and quality of education and skills development than with the levels of 
education attainment, which are high by Indonesian standards. The importance of this 
issue should be seen in the light of the formidable challenges of equipping the large 
numbers of young entrants into the labour force with the education, skills and knowledge 
needed not only to be gainfully employed today, but also to play an active role in a rapid 
structural change and productive transformation that will be a main feature and engine of 
the economic development of the province in the years to come.  

Insufficient social returns to investments were identified as another core constraint. 
Social returns to investments refer to the ability of the economy as a whole to maximise 
the development impact of (individual) private investments and of the know-how and 
technology that are embedded in such investments. The present low level of social 
returns to investments, identified by the participants in the analytical workshop as a core 
development constraint, is in many ways an inevitable consequence of a low level of 
economic development. The low level of economic development together with adverse  
geographic factors result in low social returns to economic investments, at the same time 
as such investments are very much needed to increase the level of economic 
development. 

Poorly functioning and underdeveloped markets, resulting in poor market access 
and high transaction costs were identified as a third core constraint by the participants in 
the workshop. This problem has the same roots as the low social returns to investment in 
the low level of economic development and the dispersion of the population and the 
economy on a large number of islands. The problem takes a variety of forms and 
expressions. Rural – urban economic linkages are insufficiently developed. As a result, 
farmers lack access to secure and predictable markets and often have no choice of buyers 
to sell to. They often also lack access to up-to-date and comprehensive market 
information and easy access to inputs. A long sequence of middlemen results in a large 
difference between the price that the farmer receives for his produce and the price that 
the urban consumer ultimately pays for the same product. High costs of inter-island 
transport in terms of both time and money are an obstacle to an internal integration of the 
economy of the province. A strong and well-functioning network of small and medium-
sized towns is needed to facilitate trade between all parts of the province, to develop 
strong value added chains and multiplier effects and to make possible a regionally 
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balanced economic development. At a different level, the export potential of Maluku and 
the potential to use export and trade as an engine of economic development are severely 
constrained by lack of access to markets in other parts of Indonesia and abroad.  

There are strong linkages between the problem of insufficient social returns to 
investment, and of poorly functioning and under-developed markets. Both of them have 
their roots in a low level of economic development, at the same time as they impede an 
economic development that might gradually solve them. They are also strongly 
interlinked. Neither of these problems can be assumed to disappear by themselves. The 
significance of these two core development constraints underscores the appropriateness 
of the cluster-based approach to economic development as well as the strategic focus on 
a few economic sectors. However, while there can be little doubt that this strategic 
approach has very strong merits, it should also be remembered that it is equally important 
to ‘do the right things right’.  

The ambition must be to increase the rate of growth and to achieve a growth that is 
sustainable, job-rich, pro-poor and inclusive of the vulnerable groups of the population 
such as the youth and women through well-designed and forceful policies. Putting the 
economy on a path of sustainable and rapid growth needed to ensure productive 
employment for all and an elimination of poverty will require:  

• Intensification and increased market-orientation of agriculture and a forceful 
development of fishing and aquaculture (especially seaweed) 

• Diversification of the economy, through development of linkages and value added 
chains from agriculture and the other strategic sectors – aquaculture (seaweed) and 
tourism – and the development of a modern manufacturing sector based on local 
resources 

• Creation of conditions for further development of agriculture and fishing and 
processing to maximise the value added and trigger productive employment 
growth 

• Increasing the value added of exports from Maluku through identification of 
export niches and a shift from export of raw material to export of processed goods 
with a high value added, thus achieving economic growth both through growth of 
exports and domestic demand 

• Strengthening the technological base of the economy, thus increasing productivity 
of labour and creating a stronger demand for the skilled and educated labour force 

Developing manufacturing is crucial to increase the rate of economic growth and 
employment creation in a sustainable manner. This sector has the potential to create 
conditions for further development of agriculture and fishing and to maximise the value 
added and employment growth from such a development, as well as increase the value 
added of exports from Maluku, thus achieving economic growth both through growth in 
exports and in domestic demand. And finally, this sector could strengthen the 
technological base of the economy thus creating stronger demand for the skills and 
education of the labour force. A development of manufacturing should go hand in hand 
with the intensification of the agricultural and aqua-cultural production, as well as 
tourism. At the same time, further development of agriculture and the envisaged rapid 
development of aquaculture, in particular seaweed cultivation would greatly benefit from 
a development of agro-processing and other manufacturing, based on local resources at 
the same time as it would create a basis for and fuel such a development.  

A strong, combined development of the three strategic sectors – agriculture, 
aquaculture and tourism – and of manufacturing linked to these sectors to create strong 
value added chains, will be necessary to achieve the twin goal of continued increases in 
productivity to reduce the number of working poor, and a rapid generation of productive 
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employment opportunities outside agriculture, in a situation where the public sector can 
no longer be relied on as a main source of employment growth. The persisting high rates 
of poverty in rural areas, despite significant increases in agriculture production also 
suggest a need for an in-depth examination of the apparent failure of agricultural growth 
to translate into rapid reduction of the number of working poor. Elaborating a value chain 
starting in agriculture and aquaculture and investing into strengthening every link of the 
chain would be a way to connect together the priority sectors of economy, boost 
economic and productive employment growth and create a sophisticated economy 
developing in a sustainable manner. 
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