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Introduction 

1. Overcoming the twin challenges of child labour and youth employment 
will be critical to Indonesia’s progress towards the Millennium 
Development Goals.  Estimates presented in this report indicate that some 
2.3 million Indonesian children aged 7-14 years still work in employment.  
At the same time, almost one in five (19 percent of) Indonesian young 
people aged 15-24 years in the labour force is unemployed, a rate several 
times higher than that for adult workers. The effects of child labour and 
youth unemployment are well-documented: both can lead to social 
vulnerability and societal marginalisation, and both can permanently impair 
productive potential and therefore influence lifetime patterns of 
employment and pay. 

2. The issues of child labour and youth employment are closely linked, 
pointing to the need for common policy approaches to addressing them. 
Employment outcomes are typically worst for former child labourers and 
other early school-leavers, groups with least opportunity to accumulate the 
human capital needed for gainful employment.  Indeed, today’s jobless or 
inadequately employed youth are often yesterday’s child labourers.  The 
link between child labour and labour market outcomes can also operate in 
the other direction: poor future labour market prospects can reduce the 
incentive of households to invest in children's human capital.  

3. The current report examines the related issues of child labour and youth 
employment in the context of Indonesia.  Guided by observed outcomes in 
terms of schooling, work activities and status in the labour market, the 
report considers the economic as well as the social dimensions of child 
labour and youth employment.  The research is informed by the variety of 
existing research reports on child labour and youth employment in 
Indonesia. In particular, it builds on the 2009 report working children in 
Indonesia produced by Statistics Indonesia and ILO.1  The Indonesia Child 
Labour Survey (2009) and the Indonesia National Labour Force Survey 
(Sakernas) (August 2010) are the primary data sources for the report. 

4. The report was developed jointly by the Government and the three UCW 
partner agencies.  As such, it provides an important common basis for action 
in addressing child labour and youth employment issues.  The current 
summary version of the report is structured as follows. Part 1 of the report 
focuses on understanding children’s work and Part 2 on understanding 
youth employment outcomes. Part 3 of the report addresses national 
responses to child labour and youth employment concerns. 

 

                                                      
1 Statistics Indonesia and ILO, Working Children in Indonesia 2009.  
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PART 1.  
Understanding children’s work 

5. Children’s involvement in employment remains an important policy 
concern in Indonesia. Over 2.3 million children aged 7-14 years, almost 
seven percent of this age group, were in employment2 in 2009.  Almost all of 
these children were also in child labour for elimination in accordance 
Indonesian legislation and as many as half were exposed to hazardous 
conditions in the workplace. Data show an overall decline in children’s 
employment, from 4.9 percent to 3.7 percent, for the narrower, 10-14 year-
old, child population during the period from 2007 to 2010.3 

Table 1. Child activity status, 7-14 years age group, by sex 

Activity status 

Sex Residence 
Total 

Male Female Urban Rural 

% % % % % No. 

Only employment  0.9 0.5 0.4 0.9 0.7 256,825 

Only schooling 89.3 90.4 94.4 87.5 89.9 31,731,025 

Employment and schooling 6.1 5.7 2.8 7.5 5.9 2,086,037 

Neither activity 3.6 3.4 2.4 4.1 3.5 1,239,537 

Total in employment(a) 7.0 6.2 3.2 8.4 6.6 2,342,862 

Total in school(b) 95.4 96.1 97.2 95.0 95.8 33,817,062 

Total out-of-school children(c) 4.5 3.9 2.8 5.0 4.2 1,496,362 

Notes : (a) Refers to all children in employment, regardless of school status; (b) refers to all children attending school, regardless of employment status; and (c) 
refers to all children out of school, regardless of employment status. 
Source : UCW calculations based on Indonesia Child Labour Survey, 2009. 
 

6. There are a number of important characteristics of children’s 
employment in Indonesia of relevance for policy. First, children’s 
employment is mainly although not exclusively a rural phenomenon.  In 
absolute terms, rural children in employment number almost two million 
while their counterparts in cities and towns number 386,000.  Second, there 
are substantial regional differences in children’s involvement in 
employment, underscoring the need for the geographic targeting of efforts 
against child labour.  Only one percent of (10-14 year-old)4 children work in 
employment in Jakarta, for example, against eight and nine percent of 
children in Sulawesi and Eastern Indonesia, respectively. Third, there are 

                                                      
2 Children in employment is a broad concept covering all market production and certain types of non-market production 
(principally the production of goods for own use) (see also Box 1). It includes forms of work in both the formal and informal 
sectors, as well as forms of work both inside and outside family settings. 

3 The Indonesia National Labour Force Survey did not collect information on children aged less than 10 years. As the 
survey methodogies differed, caution should be exercised in comparing the results of the National Labour Force Survey 
and the Child Labour Survey. While data for the Indonesia Child Labour Survey, the primary reference survey used for this 
report, relate only to 2009, the data from the Indonesia National Labour Force Survey are available for a four-year period, 
2007-2010, allowing some insight into children’s employment trends for the 10-14 years age group. 

4 The primary dataset used for this report, Indonesia Child Labour Survey (2009), does not provide sub-national information 
on children’s employment and schooling. For this reason, estimates in this figure are based instead on data from the 
Indonesia National Labour Force Survey (2009). The latter survey does not provide information on children aged less than 
10 years, and the estimates therefore refer only to children aged 10-14 years of age. 
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differences in children’s work by sex, suggesting that gender considerations 
play an important role in the assignment of children’s work responsibilities 
in Indonesia. Finally, children’s involvement in work rises sharply with age,  
although numbers of even very young working children are far from 
negligible. Almost 600,000 children aged less than 10 years were already at 
work in employment in 2009.   

Figure 1. Children’s involvement in employment by age 

 
Source : UCW calculations based on Indonesia Child Labour Survey, 2009. 

 

7. The agriculture sector accounts for by far the largest share of 
children’s employment in Indonesia. Fifty-eight percent of total 
employed children aged 7-14 years work in this sector, followed by services 
(27 percent) and manufacturing (seven percent).  These figures are largely 
consistent with the sectoral composition of the Indonesian labour market as 
a whole.  About one-third of children in the services sector (216,000 
children in absolute terms) are in domestic service. The use of child labour 
in the domestic sector is subject to no regulation and is out of public 
view. Children, and especially girls, who live as domestic servants behind 
closed doors of private houses are particularly vulnerable to abuse, and 
therefore constitute a particular policy priority. 

Figure 2. Sector and status of children in employment, 7-14 years age group  

(a) Sector of employment  (b) Status in employment 

  
Source: UCW calculations based on Indonesia Child Labour Survey, 2009. 
 

8. Almost all economically-active children work for their families as 
unpaid labour. In all, 96 percent of children in employment work within 
the family. Nonetheless, hazardous conditions are alarmingly common in 
the workplaces where children are found. In all, 985,000 children aged 5-14 
years of age, or 44 percent of total children in employment, are exposed to 
hazardous conditions such as dangerous objects, dust or steam, cold or 
extreme heat, fire and gas, chemicals, dangerous heights and dangerous 
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machinery and equipment.  Exposure to hazard conditions appears to 
depend considerably on the sector in which children in are working.  
Exposure is highest among those in agriculture and manufacturing: around 
one in two children in these sectors are exposed to at least one hazardous 
condition.  

9. Children’s employment is associated with compromised education 
in Indonesia. Although most (87 percent) of children in employment also 
attend school, working children nonetheless lag behind their non-working 
peers in terms of  school attendance, underscoring the link between child 
labour and Education For All. Not surprisingly, attendance is negatively 
correlated not only with involvement in work but also with the time 
children spend actually working. Children in employment also lag behind 
their non-working counterparts in terms of grade progression, presumably 
at least in part due to poor performance. This latter result points to the 
difficulty that working children face in keeping up in the classroom with 
children that are not burdened with work responsibilities.  

Figure 3. School attendance rate, by work status and age 

 

Source : UCW calculations based on Indonesia Child Labour Survey, 2009. 

Figure 4. Working hours and school attendance (non-parametric estimates)  

 

Source : UCW calculations based on Indonesia Child Labour Survey, 2009. 
 

10. There are large numbers of out of school children in Indonesia, in 
part due to the demands of work. Some one million children aged 10-14 
years were out of school in 2009.  Almost two-thirds work in some form of 
productive activity, i.e., in employment, household chores or both. Learning 
needs for this group are very significant: about one in four out-of-school 
children in the 10-14 years age group suffer what UNESCO terms “education 
poverty”, i.e., possess less than four years of education, the minimum 
amount of school time considered by UNESCO as necessary for acquiring 
basic literacy skills.  These figures underscore the importance of expanding 
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and accelerating efforts in second chance education and in providing other 
services that enhance children’s life options.  

Figure 5. Out-of-school children, by age  

 

Source : UCW calculations based on Indonesia Child Labour Survey, 2009. 

 

11. Not discussed up to this point is the extent to which children’s 
work in Indonesia constitutes “child labour” for elimination.  This 
question is critical for the purposes of prioritising and targeting policy 
responses to children’s work. According to Law No. 13 Concerning 
Manpower,5 children below the age of 13 years are prohibited from work, 
and children aged between 13 and 15 years are allowed to perform only 
“light work” that does not disrupt their physical, mental and social 
development (Art. 69).6  All children are proscribed from performing “worst 
forms” of child labour (Art. 74).7  Therefore, for a complete estimate of child 
labour in accordance with national legislation, it is necessary to look at all 
children aged 5-12 years in employment, as well as all 13-14 year-olds in 
regular (i.e., non-light) employment and all 15-17 year-old children in worst 
forms of child labour (Figure 6).   

  

                                                      
5 Indonesia, Act of the Republic of Indonesia Number 13 Year 2003 Concerning Manpower, 2003 (Act No. 13 of 25 March 
2003), http://www.ilo.org/dyn/natlex/docs/WEBTEXT/64764/65275/E03IDN01.htm#c1. 

6 Other exemptions are provided for children aged 14 years or older in work relating to school or training (Art. 70) and for 
children in work in order to develop their talents and interests (Art. 71). The latter is dealt with further in Ministerial Decree 
No. 115 of 2004 on protection of children undertaking jobs to develop talent and interests. 

7 Article 74 of the Law No.13 concerning Manpower lists the following as worst forms: (a) All kinds of job in the form of 
slavery or practices similar to slavery; (b) All kinds of job that make use of, procure, or offer children for prostitution, the 
production of pornography, pornographic performances, or gambling; (c) All kinds of job that make use of, procure, or 
involve children for the production and trade of alcoholic beverages, narcotics, psychotropic substances, and other 
addictive substances; and/or (d) All kinds of jobs harmful to the health, safety and morals of the child. Article 74 also states 
that the types of jobs that damage the health, safety or moral of the child shall be determined and specified with a 
Ministerial Decision. Worst forms were elaborated in the subsequent ministerial decree concerning jobs that jeopardize the 
health, safety and morals of children (Minister of Manpower and Transmigration Decree No. Kep.235/MEN/2003 
concerning Jobs that Jeopardize the Health, Safety and Morals of Children). The types of jobs listed include work with 
machines, engines, heavy duty equipment, jobs where there are physical hazards, chemical hazards, biological hazards or 
that by nature are hazardous. Jobs that harm the moral of children include jobs in bars, discotheques, etc. places that may 
be used for prostitution, promotion of alcohol, drugs to arouse sexual desire or cigarettes. 
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Figure 6. Framework for statistical identification of child labour in Indonesia 

Age group Light work Regular work  
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than hazardous 
work 
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12. Child labour measured on this basis is very common in Indonesia.8  
Almost 1.4 million children below the age of 13 years were in employment 
and an additional almost 650,000 (13-14 year-old) children were in regular 
(non-light) employment in the 2008 reference year. A further two million 
older, 15-17 year-old children were at work in hazardous employment. 
Summing these three groups yields a total of over four million 5-17 year-old 
children in child labour.   

Table 2. Estimates of child labour involvement, based on national legislation and international statistical methods and standards for measuring 
child labour 

 

(A) 
Children aged 5-12 years in 

employment 

(B) 
Children aged 13-14 years 

in regular (non-light) 
employment(a)  

(C)=(A)&(B) 
Children aged 5-14 years 

in child labour  

(D) 
Children aged 15-17 years 

in hazardous 
employment(b) 

(E)=(A)&(B)&(D) 
Children aged 5-17 years 

in child labour  

% No. % No. % No. % No. % No. 

Male 3.8 694,385 8.6 369,237 4.8 1,063,622 16.1 1,249,632 7.7 2,313,254 

Female 4.0 682,432 6.6 277,641 4.5 960,073 10.5 759,350 6.0 1,719,423 

Urban 1.7 186,223 3.7 126,934 2.2 313,157 9.7 639,576 4.5 952,733 

Rural 4.9 1,190,594 10.2 519,944 5.8 1,710,538 16.3 1,369,406 8.2 3,079,944 

Total 3.9 1,376,817 7.6 646,878 4.6 2,023,695 13.4 2,008,982 6.9 4,032,677 

Notes: (a) Children in regular employment (i.e., in non-light-work) includes children working more than 15 hours per week and children involved in hazardous occupation 
irrespective of working hours. (b) Includes children working more than 40 hours per week and children exposed to hazardous conditions described in  
 

Source: UCW calculations based on Indonesia Child Labour Survey, 2009. 

                                                      
8 Owing to data constraints and the nature of the language contained in Law No. 13 Concerning Manpower, translating this 
law into statistical terms for measurement purposes requires several simplifications: (1) Light work is measured only on the 
basis of the hours threshold contained in Law No. 13 (Art. 69) (i.e., three or less hours per day) and not on the basis of the 
other light work criteria contained in the law.  (2) Exemptions for work related to school or training (Art. 70) and for work 
undertaken to develop their talents and interests (Art. 71), are not considered in the statistical measure of child labour. (3) 
Worst forms of child labour (Art. 74) are limited for measurement purposes to only jobs harmful to the health, safety and 
morals of the child, a category referred to by ILO as “hazardous work”. Other worst forms listed in Article 74,   collectively 
referred by ILO as “worst forms other than hazardous” are not considered in the child labour estimates. (4) Hazardous work 
is measured only in accordance with physical hazardous conditions set out in Decree No. Kep.235/MEN/2003 (i.e., jobs 
involving working with machines, engines, heavy duty equipment, jobs where there are physical hazards, chemical 
hazards, biological hazards or that by nature are hazardous) and not in accordance with the moral hazards listed in the 
same decree. 
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13. Hazardous work is common among child labourers across the 5-17 
age spectrum in Indonesia.  Hazardous work among younger children 
stands out as a particular concern. Indeed, an alarmingly high number of 5-
14 year-olds – over 985,000 in absolute terms, or almost half of all child 
labourers in this age group – were exposed to at least one of the hazardous 
conditions listed in Figure 7.  Exposure to dangerous objects (affecting 
453,000 children), dust or steam (450,000 children) and cold or extreme 
heat (354,000 children) were the most common hazards. Smaller, but by no 
means negligible, numbers of children in this age group were exposed to 
other serious hazards such as fire and gas (116,000), chemicals (34,000), 
dangerous heights (33,000) and dangerous machinery and equipment 
(32,000).  

Figure 7. Number of children exposed to specific work hazards, by age group and type of hazard 

 

Source: UCW calculations based on Indonesia Child Labour Survey, 2009. 
 

14. Econometric evidence points to some of the factors influencing 
household decisions to involve their children in work or school:  

 Age. The analysis shows that the probability of a child working increases 
with age. The available information is insufficient to provide a precise 
idea of the relative importance of the two most probable reasons for 
this, i.e., the rising opportunity cost of schooling as a child grows older, 
or the lack of access to schooling at the post-primary level.  

 Sex. Parents’ decisions concerning whether to involve their children in 
school or work also appear influenced by gender considerations in 
Indonesia. Holding constant household income, parents’ education and 
other relevant factors, boys are more likely to work exclusively and less 
likely to attend school exclusively, than their female counterparts.   

 Education of household head. Higher household head education levels 
make it more likely that a child attends school exclusively and less likely 
that he or she is in employment exclusively. One possible explanation is 
that more educated parents might have a better knowledge of the 
returns to education, and/or are in a better position to help their 
children exploit the earning potential acquired through education.   

 Household income. The level of household income also appears to play a 
role in decisions concerning children’s work and schooling. Children 
from better-off households are more likely to go to school and less likely 
to participate in employment. The results underscore that children’s 
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earnings or productivity can play an important role in household 
survival strategies among low-income families. 

 Place of residence. Children’s living location has an influence on their 
time use, highlighting the importance of targeted, area-specific 
approaches to reducing child labour and raising school attendance. 
Holding other factors constant, children living in urban areas are less 
likely to work and more likely to go to school.  Region of residence also 
affects the division of time between work and school; children living in 
Jakarta face a lower risk of involvement in employment exclusively than 
children in other regions. 

15. But children’s employment is a complex phenomenon and the 
factors mentioned above clearly represent only a partial list of 
determinants. Better data and more in-depth analysis are needed for a 
more complete understanding of why children become involved in work. 
More information on availability of infrastructure, school quality, access to 
credit markets, coverage of social protection schemes, is especially needed. 
Decisions concerning children’s work and schooling are driven by both 
economic and socio-cultural factors, and a better understanding is also 
needed of the role of the latter.  
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PART 2.  
Understanding youth 
employment outcomes 

16. Young people entering the labour market face numerous 
challenges in Indonesia. Both rural and urban youth suffer very high rates 
of unemployment, and unemployment spells are long in duration for many.  
Educated youth experience particular difficulties in securing work. 
Underemployment is also a serious issue, as many youth, unable to afford 
unemployment, are forced to accept occasional work, typically in the 
agricultural sector. A large share of youth, and especially of female youth, is 
outside the labour force and also not in education. A large share of youth 
that succeed in securing jobs are working in insecure, unskilled jobs in the 
informal sector offering low pay and little in the way of social security or 
benefits.  This is particularly the case for female youth, rural youth and 
youth from regions off Java. These issues are taken up in more detail below. 

17. Young Indonesians aged 15–24 years are divided almost equally 
between those in the labour force and those outside of it. Figure 8, 
which summarises the activity status of persons in this age group, indicates 
that while the largest share of inactive youth (34 percent of all youth) is in 
education exclusively, the group that is inactive and out of education is also 
very high (19 percent of all youth). Only a small share of the latter group is 
made up of discouraged workers (two percent of all youth), indicating that 
most young people desiring work are in the labour market and actively 
seeking it. Among active youth, the largest proportion (36 percent of all 
youth) is in employment exclusively. Those that are unemployed, however, 
are by no means negligible (nine percent of all youth). By far the biggest 
share of unemployed youth (seven percent of all youth) is first time job 
seekers. Finally, Figure 8 indicates that employment and education are 
largely mutually exclusive activities: only share (three percent) of youth 
combines the two.   

Figure 8. Decomposition of youth population by activity status 

 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
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18. There is significant variation in the labour market situation of 
young persons according to their age, sex, residence and location.  
Table 3, which reports the main aggregate labour market indicators for 
young Indonesians, illustrates this point.  

 Age. The overall labour market indicators mask large variations in labour 
market status by age. This is not surprising, as the 15–24 age range is a 
period of transition. A comparison of teenagers (15-19 year-olds) and 
young adults (20-24 year-olds) reveals large differences in involvement 
in education, with relatively few people continuing education beyond 
their teens into young adulthood. Young adults are more much 
represented in the labour force (although teenagers in the labour force 
are more likely to be without work), are also more likely to be inactive 
and out of school. 

 Sex. The largest difference between male and female youth is the extent 
of their participation in the labour force. Male youth are much more 
likely to be economically active, while a much larger share of female 
youth is inactive and out of education, presumably undertaking 
domestic responsibilities typically assigned to females in Indonesian 
society. Other differences in the status of male and female youth are 
smaller.  The share of male and female youth in education is roughly 
equal, and, for economically active female and male youth, labour 
market outcomes do not vary markedly (female youth face a slightly 
greater risk of unemployment).  

 Residence. Labour market status varies considerably by place of 
residence, reflecting important underlying differences in the nature of 
the urban and rural labour markets.  While youth participation in the 
labour market differs little between rural and urban areas, active urban 
youth face a significantly greater risk of unemployment. Unemployment 
in rural areas, however, is also relatively high. Differences in the status 
of rural and urban youth outside the labour market are even greater. 
Inactive urban young persons are much more likely to be continuing 
with their education, while their rural peers are more likely to be both 
outside the labour and out of school. 

 Region. Regional differences in the activity status of young persons are 
also important in Indonesia (not shown). Jakarta stands out as the 
region where young persons are most likely to be both economically 
active and to be continuing with the education, and as the region where 
youth are least likely to be inactive and out of education. Among active 
youth, West Java stands out as having by far the highest level of youth 
unemployment. 
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Table 3. Aggregate labour market indicators, persons aged 15-24 years, by residence and sex 

Population category 
Labour mkt. 
participation  

(% pop.) 

Education  
participation 

(% pop.) 

Inactive and out 
of school 
(% pop.) 

Employment  
rate  

(% active) 

Unemployment  
rate 

(% active) 

Relaxed  
unemployment 

rate(a) 
(% expanded 

active) 

Residence Urban 46.9 42.6 13.3 78.5 21.5 22.8 

Rural 47.8 31.6 23.7 83.9 16.1 19.0 

Sex Male 55.9 36.9 10.5 82.1 17.9 20.4 

Female 38.7 36.5 27.5 80.4 19.6 21.1 

Age range 15-19 31.9 56.0 15.6 76.1 23.9 26.9 

20-24 66.6 12.6 22.9 84.6 15.4 16.9 

Total  47.4 36.7 18.9 81.4 18.6 20.7 

Notes: (a) Relaxed unemployment considers both unemployed workers and discouraged workers who are available to work. The relaxed unemployment rate is 
the sum of unemployed workers and discouraged workers available to work expressed as a percentage of the expanded active population. Discouraged workers 
are defined as those who are not working, report to not looking for a work and not preparing for a business because they feel  discouraged about their prospects 
for success, but would accept a job if offered. The expanded active population comprises discouraged workers and the active population. 
  

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

19. A very large share of Indonesian young people – and especially 
female young people – is neither in the labour force nor in education.  
Almost 19 percent of all youth is inactive and out of education, constituting 
important lost productive potential and a constraint to growth.  Inactivity is 
particularly high for female youth: the share of female youth that is inactive 
and not in education is three times that of male youth. This difference is not 
a product of more female youth being out of education: rates of education 
participation are virtually equal for male and female youth. Nor is the 
difference a product of higher levels of discouragement among female youth 
(Figure 9). Rather, the greater share of female youth who are inactive and 
out of education appears more related to the culturally-driven tendency for 
them to stay out of the labour force in order to perform domestic duties and 
rear children.   

Figure 9. Inactive and out of education (% of 15-24 years population), by status and sex 

 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

20. Many youth are inactive and out of education despite having high 
levels of human capital. This fact underscores the lost productivity 
represented by the inactive and not in education group. As reported in 
Figure 10, over half of this group has at least a junior secondary level of 
education and a quarter has at least senior secondary education.  Inactive 
and out of school youth female youth, who, again, form by largest share of 
total youth in this group, do not have lower levels of educational attainment 
than their male counterparts.   
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Figure 10. Decomposition of inactive and out of education youth population by education level), by sex 

 

Source: UCW calculations based on Indonesia National Labour Force Survey, 2010 (August), 2009 (August), 2008(August) and 2007(August) 
 

21. Both rural and urban youth suffer very high rates of 
unemployment.   In all, almost one in five (19 percent of) young people in 
the labour force is unemployed, a rate five times higher than that for adult 
workers   About two-thirds of those looking for work are doing so for the 
first time, highlighting the particular difficulties that youth face in gaining 
an initial foothold in the labour market. Youth unemployment is not limited 
to urban locations. While unemployment in urban areas is about one-fourth 
higher than that in rural areas, the unemployment rate for youth living in 
the countryside nonetheless exceeds 16 percent.  This points to the inability 
of the agricultural sector to fully absorb the youth labour force in rural 
areas in the Indonesian context.  

Figure 11. Unemployment rate (percentage of active population aged 15-24 years), by residence, sex and age range 

(a) By residence, sex and age range 

 
(b) By region 

 
Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

22. Unemployment spells are long for many youth. Over half of all 
unemployed youth has been unemployed for at least 12 months, rising to 
almost two-thirds for young people aged 20-24 years, and to 60 percent for 
young people in Sumatra and Eastern Indonesia.  The length of 
unemployment spells are important to determining the likely harm caused 
by unemployment.  High outflows and short spell durations may merely 
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reflect active search on the part of youth for their “preferred” work, while 
the consequences of longer unemployment spells are likely to constitute a 
more serious policy concern. 

23. Underemployment, defined as working less than 35 hours per 
week, is also a serious policy concern for youth.  Almost one-third of all 
employed youth are underemployed according to this measure, pointing to 
the substantial underutilisation of the productive capacity of youth people.  
Underemployment is particularly pronounced in rural areas (45 percent of 
employed youth) and in the regions beyond Jakarta and West Java (at least 
31 percent of employed youth). The rate of underemployment is by far the 
highest in the agriculture sector (Figure 12).  This underscores the role of 
the sector in absorbing workers unable to secure better jobs elsewhere.  

Figure 12. Underemployment rate by sector(a) (percentage of employed population aged 15-24 years), by sector  

 
Notes: (a) The underemployment rate is the number of employed persons in situations of under-employment expressed as a percentage of total persons in 
employment. A person is considered in a situation of under-employment, in turn, if he/she works less than 35 hours a week.  

 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

24. The largest share of employed youth in Indonesia remains in work 
outside the formal sector. Table 4, which decomposes youth employment 
by formality (as defined by Sakernas),9 indicates that 56 percent of working 
youth are found in the informal sector. Youth nonetheless fare better in this 
regard than their adult counterparts. The formality of employment in turn is 
perhaps the best proxy for job quality. Formality is generally associated 
with more job stability, higher income and access to other benefits such as 
pensions and health care. Employment in the informal sector in Indonesia, 
on the other hand, is associated with significantly worse labour market 
outcomes on average.10   

25. Informality is much more common in rural areas and in regions off 
Java. This again underscores the differences in the rural and urban labour 
markets and in labour market conditions across regions. Virtually all youth 
in agricultural employment are in informal work arrangements. By contrast, 
almost three of every four youth jobs in the services sector, the next most 
important employer of youth in Indonesia, are formal in nature. 

  

                                                      
9 Definition is based on the concept of informal sector in Indonesian Labour Force Survey (Sakernas). For details, see 
BPS-Statistics Indonesia, Indonesian Country Paper on Informal Sector and its Measurement, May 2008. 

10 World Bank, Indonesia Jobs Report 2009.  
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Table 4. Employment formality,(a) percentage of employed persons aged 15-24 years, by residence and region 

Category Total 

Residence Region 

Urban Rural Jakarta West Java 
Central 

and East 
Java 

Sumatra Kalimantan Sulawesi 
Eastern 

Indonesia 

Formal(b) 44.3 68.2 25.4 80.2 60.5 46.2 33.4 38.2 31.3 18.3 

Informal(c) 55.7 31.8 74.7 19.8 39.5 53.8 66.6 61.8 68.7 81.7 

Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 

Notes:  
(a) Definition is based on the concept of informal sector in Indonesian Labour Force Survey (Sakernas). For details, see BPS-Statistics Indonesia, Indonesian 
Country Paper on Informal Sector and its Measurement, May 2008. 

(b) Formal employment includes the following categories: (1) Own account workers who are in professional, technical and related; administrative and managerial, 
clerical and related occupations; (2) Employers assisted by temporary worker or unpaid worker , who are in professional, technical and related; administrative and 
managerial, clerical and related, sales, services, production and related, transport equipment operators and labourers occupations; (3) All employers assisted by 
permanent workers; (4) All employees and casual employees in agriculture who are professional, technical and related workers; administrative and managerial 
workers; clerical and related workers; sales workers; production and relative workers; transport equipment operators workers and labourers; (5) Casual 
employees in non-agriculture who are in professional, technical and related; administrative and managerial, clerical and related occupations. 

(c) Non-formal employment includes the following categories: (1) Own account workers who are not in professional, technical and related; administrative and 
managerial, clerical and related occupations; (2) Employers assisted by temporary worker or unpaid worker , who are not in professional, technical and related; 
administrative and managerial, clerical and related, sales, services, production and related, transport equipment operators and labourers occupations; (3) All 
employees and casual employees in agriculture, who are in agricultural, animal husbandry, forestry, fishery and hunting occupations; (4) Casual employees in 
non-agriculture who are not in professional, technical and related; administrative and managerial, clerical and related occupations; (5) All unpaid workers. 
 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

26. More than one out of every two youth workers in rural areas is 
found in the agriculture sector.  Involvement in agricultural employment 
is especially high in the regions off Java (i.e., Sumatra, Kalimantan, Sulawesi 
and Eastern Indonesia), where the share on youth working in agriculture 
ranges from 62 to 76 percent (Table 5).  At the same time, a wide body of 
evidence indicates that the productivity and profitability in the non-farm 
sector is generally better than in the farm sector, as are average wages and 
working conditions.  Expanding non-farm enterprise employment for rural 
youth will therefore be critical to improving their employment outcomes.  
Data from the Indonesia National Labour Force Survey for the 2007 to 2010 
reference years suggests that this is gradually happening. Non-farm 
enterprise employment increased from 42 to 47 percent of total rural youth 
employment over this period. 

Table 5. Non-farm(a) enterprise employment, percentage of employed rural residents aged 15-24 years, by sex 

Category Total 
Region 

Jakarta West Java 
Central and 
East Java 

Sumatra Kalimantan Sulawesi 
Eastern 

Indonesia 

Non-farm 46.7 - 79.6 55.3 35.4 35.5 38.2 24.4 

Farm 53.3 - 20.4 44.7 64.6 64.5 61.8 75.6 

Total 100 - 100 100 100 100 100 100 

Note: (a) Non-farm workers are defined as those working outside the agriculture sector. 
 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

27. The wage premium associated with successive levels of education 
is very high in Indonesia. Figure 13, which reports average wages by 
education level, indicates that returns to even small amounts of education 
are substantial: a young person with primary education earns eight percent 
more on average his or her peer with no education. Returns to each 
subsequent level of education are even more noteworthy: average wages 
are 12 percent higher for junior high school graduates compared to primary 
graduates, 35 percent higher for senior compared to junior high school 
graduates and 27 percent higher for those with higher education compared 
to those with only high school education.  
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Figure 13. Average wage (in Rupiah)(a) of employed youth,(b) by level of education attained 

 

Notes: (a) Average wage is calculated for all non-student employed youth with non-zero wage; (b) Only employed youth not in education are considered. 
Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), 2009. 
 

28. Wage premiums are higher for male compared to female youth. 
Figure 14 illustrates the wage premium associated with successive levels of 
education disaggregated by sex.  It illustrates that wage premiums 
associated with education enjoyed by male youth are much higher than 
those enjoyed by female youth, another indicator of the relative 
disadvantage that female youth face in the labour market. 

 

Figure 14. Wage premium by sex, youth 15-24, with respect to total without schooling 

 

 
Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), 2009. 
 

29. The unemployment rate of youth is more than five times that of 
their adult counterparts (Figure 15). It is a common international trend 
that youth unemployment is higher than unemployment for older 
generations, but the size of the difference in Indonesia is nonetheless 
striking. Most unemployed youth are first time job seekers and their high 
unemployment levels relative to adult workers point to substantial barriers 
in gaining an initial foothold in the job market.   

Figure 15. Differences in unemployment (% of active population) between  youth and adult workers  

 
 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 
 

595,962 
642,788 721,708 

976,863 

1,240,352 

0 

200,000 

400,000 

600,000 

800,000 

1,000,000 

1,200,000 

1,400,000 

No schooling Primary Junior high school Senior high school Higher education 

R
up

ia
h 

Average wages 

-0.6 

-0.3 

0.0 

0.3 

0.6 

No schooling Primary Junior Senior Higher 

w
ag

e 
pr

em
iu

m
 

Education level 

Male  

Female 

Total  

18.6 

21.5 

16.1 

3.4 5.2 2.1 

0 

5 

10 

15 

20 

25 

Total Urban Rural 

pe
rc

en
t 

Youth (15-24 years) 

Adults (25-64 years) 



 

 

INDONESIA INTER-AGENCY COUNTRY REPORT SUMMARY | Understanding youth employment outcomes      16 

30. Wage levels for young workers are considerably lower than 
for their adult counterparts, in urban and rural areas alike 
(Figure 16). The wage differential is accounted for primarily by 
earnings in salaried jobs: although a smaller share of adults than 
youth holds these jobs, their average wage level in them is much 
higher than that of younger workers.  This is undoubtedly one 
important reason that new salaried jobs are awarded overwhelmingly 
to young workers, and that the probability of transitioning between 
salaried jobs for those changing jobs declines as workers grow older. 
The difference in average wages between youth and adults groups in 
self-employment is much smaller, but also favours adults (Figure 16).  

Figure 16. Differences in average wages(a)(in Rupiah), youth and adult workers, by residence and status in employment 

 
Notes: (a)  Average wage is calculated for employed population youth and adults with non-zero wage. 
 

Source: UCW calculations based on Indonesia National Labour Force Survey (Sakernas), August 2010. 

 

31. Trends in aggregate labour market indicators for youth suggest an 
improving situation, despite the global economic downturn which 
occurred during the 2007-2010 period.  A comparison of the results of 
the national labour force surveys for the 2007 to 2010 period permits a 
view of the trends underlying the static picture of the youth labour market 
presented above. Education participation has risen steadily and labour 
participation has fallen steadily over this period, indicating that Indonesian 
young persons are remaining in school longer and joining the labour force 
later, with clear positive consequences for the level of human capital they 
bring to the labour force when they eventually do join it. At the same time, 
the share of those in the labour force seeking work has fallen slightly over 
the 2007-2010 period. 

Figure 17. Trends in aggregate labour market indicators, 2007-2010 

 
Source: UCW calculations based on Indonesia National Labour Force Survey, 2010 (August), 2009 (August), 2008(August) and 2007(August). 
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PART 3.  
Responding to child labour and 
youth employment concerns 

32. This part of the report presents policy priorities for combating child 
labour and promoting youth employment in Indonesia, drawing on the 
empirical evidence presented in the previous chapters and on lessons learnt 
from past policy efforts.  As noted at the outset of the report, child labour 
and youth employment are closely linked, underscoring the importance of 
addressing the two issues hand in hand, following a lifecycle approach.  

Figure 18. An integrated response to child labour and  youth employment problems 

Successful youth labour market outcomes increase household 

incentives to invest in children’s education earlier in the lifecycle

 Ensuring access to quality basic 
education 

 Ensuring second chance learning 
opportunities
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33. Figure 18 illustrates key components of an integrated response to child 
labour and youth employment concerns. A set of  child-centred policies are 
needed to promote schooling as an alternative to child labour, and, 
following from this, to ensure that children enter adolescence with the basic 
and life skills needed for further learning and practical living. This 
foundation is turn crucial to the success of active labour market policies for 
promoting improved youth employment outcomes, and to ensuring that 
youth successfully transition from education into decent work in the labour 
market. This causal chain can also work in the opposite direction: successful 
youth labour market outcomes can increase household incentives to invest 
in children’s education earlier in the lifecycle. 

34. The specific set of policy priorities for responding to child labour and 
responding to youth labour market concerns are discussed in the next two 
subsections.  
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Responding to child labour 

35. Child labour is a complex phenomenon requiring a policy response that 
is comprehensive cross-sectoral in nature. Evidence from Indonesia and 
elsewhere11 suggests that the following policy pillars are of particular 
importance as part of an integrated response – basic education, second 
chance learning, social protection, strategic communication, social 
mobilisation and advocacy – while improved child labour regulation is 
needed as a foundation for an integrated policy response.  

36. More accessible and better quality schools are important because they 
affect the returns from schooling vis-à-vis child labour, making the former 
more attractive as an alternative to the latter. “Second chance” learning 
opportunities are needed to reach the large numbers of out-of-school 
children with limited or no education. Adequate social protection helps 
households avoid having to rely on their children’s work to make ends meet.  
Strategic communication is important because if households are 
insufficiently aware of the benefits of schooling (or of the costs of child 
labour), or if prevailing socio-cultural norms favour child labour, they are 
less likely to choose the classroom over the workplace for their children. 
Advocacy and social mobilisation are needed in order to build broad-based 
consensus for action against child labour. Finally, strengthening child labour 
legislation is important as a foundation and guide for action. 

Improving school access and quality 

37. There is broad consensus that the single most effective way to stem the 
flow of school age children into work is to extend and improve schooling, so 
that families have the opportunity to invest in their children’s education and 
it is worthwhile for them to do so. School attendance needs to be made an 
attractive prospect for children and parents both by addressing the costs of 
school attendance and by ensuring that schooling is inclusive and relevant. 
Providing schooling as an alternative to child labour is important not only 
for the individual children concerned, but also for society as a whole, as 
children who grow up compromised educationally by child labour are in a 
poor position to contribute to the country’s growth as adults. 

38. The empirical results presented in this report indicated that Indonesian 
working children are less likely to be attending school, and, if enrolled, are 
more likely to lag behind their non-working counterparts and to drop-out 
prematurely. These results underscore the need to address the school 
access and quality issues influencing parents’ decisions to enrol and keep 
their children in school.  Actions should take place in concert with the on-
going Government reform efforts within the framework of Renstra 2010-
2014 and other reform plans.  

 Early childhood development and education (ECDE). Evidence from a 
range of developing countries suggests that ECDE programmes can be 
highly effective in addressing problems experienced later relative to the 
way in which children make use of their time. ECDE programmes can 
promote learning readiness, increase school enrolment and school 

                                                      
11 For a complete discussion of evidence relating to policy responses to child labour, see: UCW Programme, Child labour: 
trends, challenges and policy responses – Joining Forces Against Child Labour. Inter-agency report for The Hague Global 
Child Labour Conference of 2010, May 2010.  
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survival, and help children away from work in their early years.  The 
country already has in place a wide range of both formal and non-formal 
ECDE programmes in place, but will have to significantly expand these 
in order to meet its ambitious target of 75% of ECDE service coverage 
by 2015.  

 Reducing inequality in access. Although the enrolment gap across income 
groups is closing at the primary education level, important inequalities 
remain at the junior and senior secondary education. A study from the 
World Bank (2006a) for example, indicates that a child coming from a 
poor family is 20 percent less likely to be enrolled in junior secondary 
than a non-poor child. Moreover, significant regional differences appear 
in access to education behind the impressive increase in enrolment at 
the national level. As a result, many children and youth fail to make a 
successful transition to junior secondary school and leave the education 
system with inadequate knowledge and skills.  

 School quality. There is a general need to improve school quality in 
order that schooling is seen by parents as a worthwhile alternative to 
child labour. Indonesia continues to rank low in international 
standardized test of student performance, even after taking socio-
economic conditions into account. Although measurement issues make 
the school quality-child labour link difficult to demonstrate empirically 
for Indonesia, research elsewhere suggests that quality considerations 
can be important in decisions concerning child labour.12 Poor quality 
schools can lead children to drop-out and engage in child labour 
because children and their families perceive the value of education to be 
lower than the value of work. 

Measures addressing quality feature prominently in reforms plans 
but now need to be operationalised across the education system. The 
promotion of quality education will entail the introduction of inclusive, 
child- and girl-friendly, methods of learning that encourage questioning 
and children’s participation rather than rote learning, and that are 
adaptive to children’s different learning needs. It will also entail on-
going efforts addressing teacher qualifications, in response to the large 
body of empirical evidence indicating that teacher education is 
positively associated with enrolment and negatively associated with 
child labour.  

Table 6. Improving school access and quality: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

Expanded access to early 
childhood education 
(ECE) opportunities. 

 Developing and network of ECDE centres 

 Laying the regulatory and administrative groundwork for a 
national ECE network. 

  A lack of early childhood education opportunities 
affects children’s preparedness for formal schooling. 

Reducing inequality in 
school access 

 Targeted efforts addressing specific access issues of 
disadvantaged groups 

 Important income-based and regional inequalities 
in access remain at the junior and senior secondary 
education 

Increased school quality 
and relevance. 

 Introduction of inclusive, child- and girl-friendly, methods of 
learning  

 Improving teacher qualifications 

 Introducing into the curricula issues of relevance to children’s 
lives, including child labour and other social concerns, in an age-
appropriate manner. 

 School quality issues can affect the willingness of 
households to invest in their children’s schooling as 
an alternative to child labour 

                                                      
12 For a more complete discussion of this point, see, UCW Project, Does school quality matter for working children? A 
summary of recent empirical evidence. UCW Working Paper, Rome, April 2007. 
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Expanding second chance learning opportunities 

39. This report highlighted the very large numbers of out-of-school children 
in Indonesia, many with limited or no formal education. These children with 
little or no schooling will be in a weak position in the labour market as 
adults, at much greater risk of joining the ranks of the unemployed and the 
poor. If left alone, these children and youth are likely to be in need of other 
(more costly) remediation policies at a later stage of their life cycle. 

Table 7. Assessing second chance learning requirements for out-of-school children  

No prior schooling
Primary or less but lacking basic 

literacy and numeracy

Primary or less with basic 

literacy and numeracy
More than primary

2nd chance learning requirements

Out-of-school children

Younger children                                                                                                                                                         Older children

  Pre-vocational -Vocational   Mainstreaming - Transitional 

 

 

40. The large number of out-of-school children in Indonesia underscores 
the need for a national second chance learning strategy, compensating for 
the negative educational consequences of child labour and at avoiding large 
numbers of persons entering the labour market upon reaching adulthood in 
a disadvantaged position, permanently harmed by early work experiences.  
Such a strategy would bring together and integrate the range of existing 
initiatives in this area, including the Education for Youth Employment (EYE) 
programme. 

Table 8. Second chance learning: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

Expanding second chance 
learning opportunities. 

 Developing a national second chance learning strategy  Second chance learning opportunities help 
compensate for the negative educational 
consequences of child labour  

 

Expanding social protection 

41. The importance of social protection in reducing child labour is well-
established. Social protection instruments serve to prevent vulnerable 
households from having to resort to child labour as a buffer against negative 
shocks. There is no single recipe for implementing social protection 
programmes to reduce household vulnerability and child labour. 
Unconditional and conditional cash transfers programmes, including 
various forms of child support grants, family allowances, needs-based social 
assistance and social pensions, are all relevant to ensuring household 
livelihoods and supplementing the incomes of the poor. Public works 
schemes can serve both the primary goal of providing a source of 
employment to household breadwinners and the secondary goal of helping 
rehabilitate public infrastructure and expand basic services, both being 
potentially relevant in terms of reducing reliance on child labour. Micro-
loan schemes can help ease household budget constraints and mitigate 
social risk.   

42. Experience from elsewhere – particularly Latin America – suggests that 
cash transfers schemes conditional on school attendance and removal from 
child labour represent a particularly promising route for protecting 
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vulnerable households and for promoting schooling as an alternative to 
child labour. These demand incentives can provide poor families with 
additional resources, as well as compensating parents for the foregone 
economic product from their children's labour. They therefore offer a 
means of alleviating current income poverty and of addressing the under-
investment in children’s education that can underlie poverty. The household 
conditional cash transfer (CCT) programme launched in 2007, known as 
Programme Keluarga Harapan (PKH), offers an important starting point in 
this context. The PKH programme has subsequently been linked to child 
labour elimination efforts undertaken as part of the NAP-WFCL.13   

Table 9. Expanding social protection: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

Expanded access to formal 
social protection  

 Building and extending measures such as 
conditional cash transfer and assessing their 
potential as vehicles against child labour.  

 Social protection instruments serve to prevent vulnerable 
households from having to resort to child labour as a buffer 
against negative shocks. 

 

Strategic communication, social mobilisation and advocacy 

43. Strategic communication is needed as part of efforts to build a broad 
consensus for change. Studies suggest that there is a general lack of 
understanding in Indonesia about the difference between acceptable 
children’s work and exploitative child labour.14 The consequences of child 
labour and the laws protecting children are poorly understood at a 
community level. There continues to be acceptance of work that prevents 
children from attending school, especially for work involving girls. This 
underscores need for expanded strategic communication efforts on the 
negative effects of child labour and the benefits of schooling as part of an 
overall strategy against child labour.  

44. Child labour is a clear example in which both social norms and economic 
considerations are important, and strategic communication efforts need to 
be designed with this in mind. Households require information concerning 
the costs or dangers of child labour and benefits of schooling in order to 
make informed decisions on their children’s time allocation. But factors 
which influence decisions concerning children’s schooling and child labour 
can extend well beyond economics or work conditions. Cultural attitudes 
and perceptions can also direct household decisions concerning children’s 
schooling and child labour, and therefore should also be targeted in 
strategic communication efforts.  

45. Communication efforts are needed at both national and local levels. A 
mix of conventional (e.g., radio, television and print media) as well as of 
non-conventional communication channels (e.g., religious leaders, school 
teachers, health care workers) is important in order to achieving maximum 
outreach. Baseline information on local knowledge and cultural attitudes 
towards child labour is needed to tailor communication messages, and to 
evaluation changes in awareness and attitudes following communication 
activities. Providing information on national child labour legislation, 
presented in terms that are understandable to the populations and 

                                                      
13 National Action Plan for the Elimination of Worst Forms of Child Labour. 

14 Revue des politiques, des programmes et de la legislation relatifs a l’emploi des jeunes et la lutte contre le travail des  
enfants au Indonesia, Mars 2011. 
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communities concerned, is another communication priority. For girls in 
particular, there is also a need to educate families on what are acceptable 
domestic chores for children and what are not. While doing light chores 
around the house is important for the socialization of children, research 
shows that children are working very long hours in the home and have little 
time for rest, study or leisure. 

46. Achieving sustainable reduction in child labour requires social 
consensus well beyond the level of the household. Policy responses to child 
labour are also unlikely to be effective in the absence of the active 
participation of civil society and of social partners in implementing them, or 
of a high-level political commitment to ensure they are accorded priority in 
all national development agenda. Similarly, laws to protect children from 
child labour are unlikely to be effective if they are not backed by broad 
social consensus. Social mobilisation is critical to engaging a broad range of 
social actors in efforts against child labour. Various social actors, including, 
for example, NGOs, faith-based organisations, teachers’ organizations, the 
mass media, trade unions, workers’ associations, employers’ organizations, 
have important roles to play in a broader societal effort against child labour.  

47. A political commitment at all levels is needed to ensure that child labour 
reduction occupies a prominent place in the national development agenda 
and is accorded adequate budgetary resources.   

Table 10. Strategic communication, social mobilisation and advocacy: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

Increasing awareness of the 
benefits of schooling, and the 
costs and risks associated with 
child labour. 

 National-level communication campaigns, using 
modern and traditional communication channels.  

 Local level communication campaigns, using 
modern and traditional communication channels.. 

 Household decisions regarding schooling and child 
labour can be conditioned by inaccurate information, by a 
lack of information or by detrimental social norms. 

Mobilizing social actors in 
efforts against child labour 

 Broad-based social mobilization, aimed at 
engaging a broad range of social actors (e.g., NGOs, 
faith-based organisations, teachers’ organizations, 
the mass media, trade unions, workers’ associations, 
employers’ organizations) in efforts against child 
labour. 

 Social mobilisation is critical to engaging a broad range 
of social actors in efforts against child labour. 

Building political will for action 
against child labour 

 Advocating for effective legislative, policy and 
programmatic responses to child labour,  

 Advocating for effective “mainstreaming” of child 
labour concerns into broader national development 
plans. 

 A political commitment at all levels is needed to ensure 
that child labour reduction occupies a prominent place in 
the national development agenda and is accorded 
adequate budgetary resources. 

 

Strengthening child labour legislation as a foundation for action 

48. Labour legislation consistent with international child labour standards 
is necessary both as a statement of national intent and as legal and 
regulatory framework for efforts against child labour. Information on 
children’s involvement in nationally-identified worst forms should be 
collected as a component of national household surveys on child labour as 
well as through local monitoring. Local governments should be encouraged 
to adopt ordinances to protect children from exploitative labour in local 
contexts. 

49. Legislative efforts need to be accompanied by the establishment of 
effective mechanisms for the monitoring and enforcement of laws. The 
government’s actual capacity to monitor formal workplaces is limited, and 
the informal sector of the economy is largely outside formal inspection 
regimes. The current capacity of the labour inspectorate needs to be 
strengthened, so that labour inspectors can advise stakeholders on the 
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dangers of child labour, guide implementation of social and labour policies, 
and enforce labour legislation and workplace safety standards.  

50. But given the extent of child labour and resource constraints, it will 
likely continue to be difficult for the formal inspection system alone to be 
effective in protecting children from workplace violations. This points to an 
important potential role of community monitoring systems, whereby labour 
inspectors  join hands with other organisations (e.g., employers’ 
organisations, social workers, local community organisations) to form 
broad-based child labour monitoring systems at the local level. 

Responding to youth employment concerns 

51. The serious challenges faced by Indonesian young people entering the 
labour market highlight the need for active labour market policies targeting 
young persons. Active labour market policies aim at improving labour 
market outcomes within existing institutional and macro-economic 
constraints; the broader structural economic reforms needed to reduce 
youth unemployment in the long run are beyond the scope of this report.  
Active labour market policies addressing both supply-side and demand-side 
constraints to employment are relevant to improving youth labour market 
outcomes.   

52. Supply-side policies should be calibrated to the unique needs of youth 
with different education levels. For better educated youth, there is a need to 
ensure that the right skills are acquired, that skills mismatches within the 
labour market are reduced, and that labour market mechanisms are in place 
to facilitate matches between job seekers and employers. For less educated 
youth, second chance education in its various dimensions is necessary, in 
order to equip them with the life and job skills needed to exit from low 
quality and low productively informal sector work. Relevant demand-side 
policies include promoting youth entrepreneurship as part of a broader 
effort to address low labour demand and limited business opportunities for 
young workers.  The employment outcomes for female youth are 
particularly poor and they therefore require special policy measures aimed 
at providing them equal opportunities in the labour market.  

53. These policy priorities are not new and indeed are reflected in large part 
in the Indonesia Youth Employment Action Plan (IYEAP) and other policy 
documents.  The key challenge, therefore, is not the articulation of a policy 
framework for youth employment, but the operationalisation of such 
frameworks, effectively integrating, coordinating and extending current 
programming efforts. Active labour market policy priorities are discussed in 
more detail below, based mainly on the contents of the IYEAP. 

Skills development 

54. Improving youth skills and employability requires action on three 
levels: first, there is a need to strengthen the quality of basic education and 
its relevance vis-à-vis the needs of young people entering the labour 
market; second, to provide second chance learning opportunities to young 
persons who have been denied sufficient education, a group which includes 
persons forced out of school at an early age in order to work; and third, to 
extend the effectiveness and reach of technical and vocational education 
training programmes. Taken together, these measures help equip young 
persons with adequate skills and job experience to be successful in their 
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working life either as employees or as self- employed workers.  Improving 
basic education and second chance learning are taken up in section 14.2 of 
this report, as they fall within broader efforts towards promoting schooling 
as an alternative to child labour for younger children. Vocational education 
and training is dealt with here. 

55. Much is already happening in the vocational education and training field 
in Indonesia. However, there seems to be a lack of national coordination in 
policy design for vocational training; limited coordination between public 
and private suppliers; limited participation of industry in policy and 
planning; an absence of national standards and recognition; and too great a 
focus on formal sector employment; and the neglect of the informal 
economy. Furthermore, no systematic set of tracer studies has been 
undertaken, so little information exists on what happened to graduates of 
the various programs, how they were absorbed in the labour market, and to 
what extent their education was relevant to the need of business. 

56. This situation points to need for continued efforts in a number of areas 
within the framework of the on-going process of reforming the vocational 
education and training system.  Priorities include the development of 
nationwide competency-based skills recognition standards designed to 
make the labour market more transparent and skills more portable.  
Building the capacity of the network of vocational education and training 
centres of excellence is another important priority, in order that these 
training centres can then act as model institutions that can be replicated 
throughout the vocational education and training system. The centres of 
excellence need on-going support in formulating training policies and 
delivering of competency based training, in concert with relevant 
stakeholders (i.e., regional governments, chambers of commerce and 
industry and employers’ organisations, and private sector training 
providers).  

57. Exposure to the world of work is an essential part of young people’s 
preparation for entering the workforce, not only in order to shape their 
educational career at an early point but also to facilitate the transition from 
the educational system to the workplace environment where new skills and 
attitudes are required. Employers should be encouraged in this context to 
provide effective internship and work experience programs, including 
apprenticeship programs, that help students to see the connection between 
learning and work, to understand how specific knowledge and skills are 
applied in real world context and develop new attitudes and gain 
confidence.  Employers can also support teachers by advising them on 
technology and industry standards, and improving curriculum. Employers’ 
organizations have a key role to play as intermediaries between education 
and training. 

Table 11. Skills development: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

Addressing job-relevant skills 
constraints 

 Development of nationwide competency-based 
skills recognition standards  

 Building the capacity of the network of vocational 
education and training centres of excellence as 
model institutions 

 Development of internship and work experience 
programs. 

 Deficiencies in terms of trained human capital, 
particularly for the technical professions, constitute a major 
constraint to successful transitions to decent work for 
young people. 
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Job search support 

58. A difficult transition to the labour market in Indonesia is partly the 
result of the lack of both labour market information and job search skills. At 
present, there are few formal mechanisms in the country linking young job 
seekers with matching labour market with employers with job openings. 
Most young persons seeking work rely on informal networks and contacts 
to search for jobs whereas the role of public employment services, 
education and training institutes and job fairs play a very small role. There 
is a need for close public-private partnership in developing employment 
services programmes providing job search information to young people.  

59. It will be important to ensure that at-risk youth are able to access these 
employment services programmes. This can be difficult because most at-
risk youth live in either marginal urban or rural areas, while most 
employment services are offered in more central locations. One criticism of 
employment services programmes elsewhere has been that those who 
benefit from the programmes are typically more qualified and connected to 
begin with and therefore more likely to become employed. This points to 
the importance of targeting job search support to disadvantaged young 
people most in need.  

60. Better preparation of school-leavers for labour market entry is also 
critical to facilitating the job matching process and reducing the period of 
unemployment, thereby easing the school to work transition. Labour 
market information and gender sensitive career guidance should be offered 
in this context to in-school youth through the education and training system 
and to young jobseekers through the media. This in turn requires efforts on 
the part of the Ministry of Education, in cooperation with the Central 
Bureau of Statistics, Ministry of Manpower and Transmigration and other 
relevant bodies, to strengthen in-school career guidance services, which are 
available in most secondary and higher education institutions.  

Table 12. Job search support: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

 Providing job search support 
to address the lack of job 
search skills and resources 

 Establishment of employment services, guidance 
and career advice targeting young people 

 Strengthening of career guidance services in 
secondary and higher education institutions 

 A difficult transition to the labour market in Indonesia is 
partly the result of the lack of both labour market 
information and job search skills.  

 

Promoting youth entrepreneurship and self employment 

61. Promoting youth entrepreneurship represents an important demand-
side strategy for expanding youth employment opportunities and improving 
employment outcomes for the large proportion of Indonesian young people 
currently unemployed or underemployed.  Small and medium enterprises 
(SMEs) form the backbone of the Indonesian economy, however the role of 
youth entrepreneurs in the development of SMEs has thus far been limited. 
Rather, self-employed youth are concentrated in low-productivity and 
survival-type activities in the informal economy. 

62. A number of policy measures are relevant to expanding entrepreneurial 
opportunities for young people in Indonesia. Expanding access to credit is 
perhaps most important in this context. A major stumbling block for young 
entrepreneurs is the lack of access to credit and seed funding, since young 
people lack the collateral that banks require for a loan and are considered a 
high-risk group. They end up having to borrow money via informal 
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networks, i.e. family and friends. This system of borrowing immediately 
limits the size of activity and the magnitude of growth prospects for a young 
entrepreneur.  This underscores the need to develop specialised lending 
instruments in order to facilitate the access to finance for young 
entrepreneurs. These instruments might include grants, soft loans, and 
support activities in improving the quality of loan requests. Expanding 
micro-credit facilities is also relevant in this regard, particularly in light of 
evidence indicating that the demand for microfinance is only partially met 
be current institutional providers.15  

63. Promoting a culture of entrepreneurialism among young people is also 
important. Entrepreneurship is often considered a last resort (and only out 
of necessity). According to survey findings, school leavers prefer public 
sector employment, followed by multi-national companies and large 
domestic firms, whereas only a small fraction of the youth are interested in 
starting their own business or finding a job in a small private domestic firm. 
These preferences show a gap between the expectations of youth and the 
realities of the job market where the majority of opportunities exist in SMEs 
and the informal economy.  There is a need to expand and “mainstream” 
current initiatives to promote a new culture of entrepreneurship through 
the educational and training system and awareness campaigns.  

64. Expanding access to effective business advisory and support services, 
and the capacity to deliver them, is another critical element in promoting 
youth entrepreneurship. Isolation and lack of support are problems many 
young women and men entrepreneurs experience; this often prevents them 
from gaining a foothold in the business world. Relevant support services for 
young entrepreneurs include work space or business incubators services; 
mentoring and business coaching, providing young entrepreneurs with 
advice and guidance from experienced professionals; on-the-job training 
and workshops focusing on start-up issues; and  youth chambers of 
commerce, trade associations, entrepreneur networks. Once again there are 
existing initiatives taken by government agencies, universities and the 
private sector, though they remain isolated. What are missing are vehicles 
for coordination and sharing lessons concerning what works under 
different conditions. 

65. The formation of self-help groups and membership-based organizations, 
including cooperatives, by young people would also allow for better access 
to supplies, credit and market information. Particularly in home-based or 
subcontracting work, group organization of young workers, especially 
young women, can improve their bargaining position vis-à-vis contractors 
or buyers, enabling them to produce more efficiently and cost effectively, 
and facilitate group savings and credit arrangements. In this area, non-
governmental organizations, local communities as well as public private 
initiatives can play an important role. All relevant stakeholders are 
encouraged to share their experience through the Indonesia Youth 
Employment Network to generate learning and innovations. 

 

 

                                                      
15 Evidence for the existence of the prevailing gap between the demand and supply of micro-finance comes from recent 
evaluations of BRI’s (Kupedes) micro-banking services (BRI, 2003). 
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Table 13. Promoting youth entrepreneurship and self employment: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

 Promoting youth 
entrepreneurship and self 
employment to address labour 
demand and firm start-up 
constraints 

 Development  of support services for young 
entrepreneurs, including business incubator services, 
training on business start-up and development of 
business plans 

 Provision of micro-credit loans and/or tools and 
equipment for start-up activities.   
 The formation of self-help groups and 
membership-based organizations, including 
cooperatives 

 Self-employment programmes hold the potential to 
improve employment outcomes for the large proportion of 
Indonesian young people currently unemployed, 
underemployed or in low productivity agricultural work.  

 

Ensuring equal opportunities for female youth in the labour 
market 

66. Female youth continue to suffer from fewer opportunities in the labour 
market. The labour market participation of female youth lags 17 percentage 
points behind that of their male counterparts, while the share of female 
youth that is inactive and not in education is nearly three times that of male 
youth, both pointing to substantial underutilised productive potential in the 
female youth population. Young women are also confined to a narrower 
range of occupational opportunities then men and tend to be crowded into 
the informal economy. For example, young women have the highest 
representation in agriculture and trade activities, which tend to be less 
formalized and lower paid relative to other industrial sectors.  

67. Underlying this situation are perceptions of appropriate gender roles, 
and of the division of responsibilities between men and women, which 
remain deeply rooted in many segments of society and continue to influence 
women’s position and opportunities in the work force. Young women’s 
opportunities to plan a career are severely limited when they are expected 
to quit their work after marriage or after the birth of the first child. In many 
cases traditional attitudes and perceptions cut short women opportunities 
to gain their own income. Thus, young women face serious disadvantages 
already from the start of the transition to the work force.  

68. The disadvantaged position of female youth in the labour market 
underscores the need for continued efforts ensuring towards equal 
opportunities and treatment of young women and men in education, 
employment and societal affairs.  To ensure that female youth benefit from 
equal opportunities to enter and succeed in the labour market, particular 
policy policies include ensuring gender sensitivity throughout the 
education/training system and in career guidance services; communication 
campaigns aimed at changing traditional perceptions of gender roles; and 
reviewing laws and practices to eliminate discrimination of women in the 
labour market.  Such efforts should build on the substantial legislative and 
policy provisions already introduced in Indonesia aimed at  providing equal 
access to employment, equity in remuneration, and provisions for women’s 
child bearing responsibilities. 

Table 14. Ensuring equal opportunities for female youth in the labour market: summary of possible policy interventions 

Policy goal/targets Possible policy measures Rationale/relevance 

 Ensuring equal 
opportunities for female 
youth in the labour market 

 Ensuring gender sensitivity throughout the education/training 
system and in career guidance services Provision of micro-credit 
loans and/or tools and equipment for start-up activities.   
 Communication campaigns aimed at changing traditional 
perceptions of gender roles 

 Reviews of laws and practices to eliminate discrimination of women 
in the labour market 

 Perceptions of appropriate gender roles, and 
of the division of responsibilities between men 
and women  remain deeply rooted in many 
segments of society and continue to influence 
women’s position and opportunities in the work 
force. 
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