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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 Governor, the 

Government and social partners in Nusa Tenggara Timur (NTT) aimed at reaching a shared 

understanding of the nature of the main constraints and challenges to productive 

employment generation in NTT, as a basis for effective policy making. A central feature of 

this cooperation has been a workshop held in Kupang in January 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 Nusa Tenggara Timur and a synthesis of the rich discussion and the main 

conclusions from the employment diagnostic workshop. It is our hope that the study will 

contribute to a better understanding of the development and employment challenges facing 

NTT 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: the Employment Diagnostic 
Analysis 

The present study offers an employment diagnostic analysis of Nusa Tenggara Timur 

(NTT). The overall objective is to understand the nature of the deficiency of productive 

employment in NTT and to identify the constraints, challenges and opportunities for 

enhancing inclusive job-rich growth based on a methodology developed for this purpose by 

the ILO
5
, with a view to provide a sound knowledge base for effective policies, institutional 

reforms and other interventions aimed at reducing the deficiency of productive 

employment.  

Phase One: Development and employment dynamics 

The analysis consists of two main phases. The first phase consists of an analysis of 

the setting and of contemporary patterns and dynamics of employment and economic 

development. The aim of this part of the analysis is to guide the subsequent analysis – by 

arriving at an understanding of the country-specific development context and employment 

situation. This overview intends to be sufficiently comprehensive to permit a first broad 

identification of hypotheses regarding strengths and weaknesses of the economy and labour 

market and of the likely challenges in broad terms for sustainable inclusive job-rich growth. 

This phase of the study contains an overview of three main areas and issues: (i) 

demographic and other given factors; (ii) the broad patterns and dynamics of 

employment, income, inequality and poverty, and (iii) the sector-specific growth, 

employment and productivity dynamics. 

Much of the subsequent second and third parts can usefully be structured in line with 

the following stylised formula:
6
 

 

Or 

 

In other words change in GDP per capita is the sum of the changes the following: 

1. Age structure,  

2. Activity rate,  

3. Employment rate
7
,   

4. Labour productivity,  

The first part, the demographic structure and its dynamics (i) is represented by the 

first part of the formula includes parameters such as the rates of population growth, fertility, 

 

 

5
 Conceptual and Methodological Guide to Employment Diagnostic Analysis / Panduan Konseptual 

dan Metodologi untuk Analisa Diagnostik, (Geneva & Jakarta: ILO, 2010) Draft. 

6
 Formula adapted from the World Bank‟s draft publication “The role of employment and labour 

income in shared growth: what to look for and how”, 14 December, 2007 

7
 Note that this is not exactly how employment rate is defined, but it expresses the same information 
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age and sex structure and internal and external migration. It is a useful starting point for the 

analysis since the human resources and the necessity to create preconditions conducive to 

unleashing the creative and productive forces inherent in this resource base is fundamental. 

The second part, the broad patterns and dynamics of employment (ii) is represented 

by the second and third components of the formula above. It is also relevant to analyze the 

patterns of income, inequality and poverty to make the link between poverty and 

employment. 

The third part is an analysis of the development of sector-specific growth, 

employment and productivity dynamics (iii) which corresponds to the final component of 

the formula above. 

The first three components of this formula provide a basis for structuring an 

overview of the main employment and labour market dynamics. This is followed by an 

analysis of the economic structure and the interplay between economic and employment 

growth and labour productivity, corresponding to the final component of the formula above. 

The distributional aspects of the economic and labour market developments and the issues 

of inequality and poverty are also brought into the picture in this analysis. 

Phase Two: The joint employment diagnostic analysis 

The second phase of the diagnostic analysis is structured following an 

„employment diagnostic tree‟ (see below).
 
This diagnostic process may be seen as a funnel. 

Starting from a broad array of often inter-related factors a structured process of elimination 

and disentanglement of causal links results in a stepwise narrowing down of the focus and 

in the identification of core constraints, challenges and opportunities for inclusive job-rich 

growth. 

As the study moves from Phase One to Phase Two, the mode of implementation 

changes to a guided implementation by ILO constituents themselves of a structured, 

stepwise employment diagnostic analysis. Thus, the main actors in the analysis in the 

second phase are ILO constituents and national stakeholders in NTT themselves, who 

within the framework of a training workshop have arrived at informed conclusions on 

qualitative aspects of the analysis (Kupang, 18-20 January 2011). Hence, the role of the 

main authors has changed to one of facilitating and guiding an analysis undertaken by the 

national stake-holders themselves, who are also responsible for drawing the main 

conclusions. Ultimately, the purpose is not just to produce another study, but to undertake 

an exercise of joint knowledge-building on the province specific constraints, challenges and 

opportunities for enhancing inclusive job-rich growth. It is hoped that this also serves 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 is structured as depicted in the „employment 

diagnostic tree‟ below. The conceptual framework outlined above provides the logical basis 

for the design of the „tree‟. The starting point is the desire to reduce a deficiency of 

productive employment through enhanced inclusive job-rich growth. The analysis should 

ideally be pursued along three main branches: 1. Productive resources / employability; 

2.Opportunities for and returns to employment; 3. Sustainability.  

The main sequence of the analysis is level by level although some flexibility will 

inevitably be needed. The attention and importance accorded to each branch and sub-branch 

will depend on their identified importance as constraints or challenges to enhancing 

inclusive and job-rich growth, which inevitably will vary from one situation to another. 

Hence, all branches need not be explored down to the lowest level. For instance, in a 

situation of high and robust growth, the „Economic growth‟ branch and sub-branches may 

not need any further attention.  
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This phase of the diagnostic analysis should be undertaken against the backdrop of 

and be 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 will facilitate an 

interpretation of the indicators attached to the various „branches‟ in the reference tree and 

speed up the process of elimination, disentanglement of causal chains and identification of 

core causal factors and constraints without compromising on the robustness and relevance 

of the conclusions drawn. Indeed, while the „employment diagnostic tree‟ may seem 

dauntingly comprehensive and complex, it should be remembered that a main feature of the 

diagnostics is that of early and step-wise exclusion of non-relevant aspects. 

The phase begins with a tour d‟horizon of the „upper‟ branches of the employment 

diagnostic tree to determine where the main constraints and challenges to enhancing 

productive employment are likely to be found.  

Causal relationships do not necessarily follow branches, but there may also be 

important interplay and causal links across the main branches. An unsuitable sector 

composition of growth may not only exert a negative impact on the quality of growth, but 

also on the level of growth, as well as impair 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. The list of possible 

interrelationships across branches can be made very long. Hence, the exploration of vertical 

causal chains along the branches of the employment diagnostic tree will need to be 

combined with analysis of probable horizontal interrelationships across branches. 
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Phase One: The Dynamics of Employment, the 
Labour Market and the Economy in Nusa 
Tenggara Timur  

Indonesia‟s economy has performed well in the recent years. Economic growth 

stood at an average of 5.2 percent in the 2001-2008 period and at 4.5 percent in 2009 

despite the economic crisis.
8
 However, the country‟s growth has not recovered to the level 

it achieved before the 1997 Asian financial crisis. Poverty as well as disparities across 

regions and areas (urban/rural) remain high. Growth in employment has slowed down in the 

whole country since the crisis and is barely keeping up with the pace of labor force growth.  

This is notably the case also in the province of Nusa Tenggara Timur (NTT), one of 

the 33 provinces of Indonesia. Economic and social development in NTT lags behind that 

of most other parts of Indonesia.  

In NTT, the HDI
9
 has been increasing steadily from a relatively low level of 60.3 

per cent in 2002 to 66.2 per cent in 2008. Still NTT occupies the third lowest place among 

all provinces in Indonesia with regard to the HDI. For Indonesia as a whole, the rate 

increased from 65.8 per to 71.2 per cent over the same period
10

. By several indicators, the 

province's economy is weaker than the Indonesian average. The growth rate of per capita 

gross regional domestic product (GRDP) between 2004 and 2008 stood at 2.8 percent, far 

below the national average of 4.7 percent
11

. Adult literacy, school enrolment is lower and 

income poverty is higher than in most of the rest of Indonesia.  

The present study offers an employment diagnostic analysis of Nusa Tenggara 

Timur. The overall objective is to understand the deficiency of productive employment and 

to identify critical constraints to inclusive and sustainable growth. The study is divided into 

9 sections that cover the first part of the employment diagnostics analysis. The first part (1.) 

consists of an overview of the demographic structure and its dynamics. The second part (2.) 

deals with the main dynamics and patterns of the labour force, employment and 

unemployment disaggregated by sex and location (urban/rural). This is followed by an 

analysis on the trends on poverty and working poor (3.). The analysis of the development of 

the human resource base is introduced in the fourth part (4.) followed by the structure of 

employment by main industry, sex and areas as well as by employment status (5.). The 

issue on informality is covered in the sixth section (6.). The section on the macroeconomic 

framework explores the quality of growth: including the dynamics of employment and 

growth by sectors, as well as GRDP by type of expenditure (7.) followed by a concise part 

on laborer wages (8.). Finally, the last section summarizes the findings, exposes the 

strengths and challenges that the province faces for productive employment and gives some 

concluding remarks (9.) 

 

 

 

8
 ADB, ILO & IDB, 2010.  

9
 The Human Development Index synthesizes three dimensions of human development, namely the life expectancy 

at birth, the education index including the adult literacy plus the gross enrolment, and the GDP per capita. 

10
 BPS, http://dds.bps.go.id/eng/aboutus.php?tabel=1&id_subyek=26 

11
 BPS, 2009e.  

http://dds.bps.go.id/eng/aboutus.php?tabel=1&id_subyek=26
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1. Demographic characteristics 

Nusa Tenggara Timur (NTT) is spread over a surface of 47 350 km
2
 dispersed on 

566 islands, of which 42 are inhabited. Most parts of NTT are mountainous and hilly with 

few flatlands. The province is dry and most land is not very fertile. It is generally resource-

poor and sparsely populated. The province receives only small amounts of rain and the 

landscape is dominated by grassland. It is mainly suitable for animal husbandry and dry 

land farming.  In 2008, the province was divided into 19 regencies and 1 municipality, 284 

districts and 2 837 villages and the province capital named Kupang. The religious mix is 

atypical for Indonesia, with 91 per cent Christian (majority Catholics, but also a large 

Protestant population), 8 per cent Muslims, 0.6 per cent Hindus or Buddhist, and 0.4 per 

cent holding traditional beliefs. 

1.1 Population and age structure 

The 2010 Population Census found the actual population in NTT to be 4‟679‟316, 

representing only 2 per cent of Indonesia‟s total population (Table 1.1). The sex 

distribution of the population is balanced with 49.7 per cent women and 50.3 per cent men.  

Table 1.1 Population in Indonesia and NTT, 2000-2010. Thousands 

  2000 2005 2010 

Indonesia 
   Population 205,132 218,869 237,556 

NTT 
   Population 3,823 4,243 4,679 

% of total population 1.8 1.9 2.0 

Source:  BPS (2010, 2007b.) 

With an estimated annual growth rate of the population of 2 per cent between 2000 

and 2010, NTT has grown faster than in the previous period 1990-2000. However, growth 

peaked in 2000-2005 at 2.11 per cent, where after it fell to slightly below 2 per cent (Table 

1.2).
12

 Still while the population growth has slowed down in Indonesia since 1990, it 

increased in NTT. In 2007, the total fertility rate was estimated to be the highest amongst 

all provinces, standing at 2.9 compared to 2.2 in Indonesia
13

. Net Reproduction Rate stood 

at 1.4 which means 100 mothers are replaced by 140 daughters.
14  

Table 1.2  Annual growth rate of population, 2000-2010. Percentages 

  1990-2000 2000-2010* 2000-2005 2005-2010* 

NTT 1.6 2.0 2.1 2.0 

Indonesia 1.5 1.5 1.3 1.6 

Source:   BPS (2010, 2007b.), author’s own estimation 

The young represent a significant part of the total population in the province 

(Figure 1). With a third of the population aged 0-14, the labour force will continue to grow 

 

 

12
 The high population growth in this period may partly have been due to an inflow of refugees from 

Timor Leste. 

13
 BPS, 2009d. 

14
 Ibid 

http://en.wikipedia.org/wiki/Christian
http://en.wikipedia.org/wiki/Muslim
http://en.wikipedia.org/wiki/Hindu
http://en.wikipedia.org/wiki/Buddhism


7 

 

at high rates in the coming years. Hence, NTT will continue to face a formidable challenge 

of creating large numbers of productive job opportunities for the expanding labour force in 

the years to come.   

The remaining two thirds of the population is the working age population aged 15+, 

of whom the vast majority are aged between 15 and 49. The share of elderly in the 

population remains quite small. 

The age structure is quite favorable. With a large share of the population in the 

economically active age groups, the age-based dependency ratio is quite low. As fertility 

begins to fall, the share of children in the population will decline, improving the 

dependency even further.  

Figure 1  Population pyramid, 2008 

 
Source:  BPS, 2009c. 

NTT seems to be in the early phase of the so called ‘demographic window of 

opportunity’ during which a fall in birth rates and fertility combined with a still 

young population result in a falling dependency ratio as the rate of population growth 

slows while the rate of growth of the working age population remains high for another 

decade or two.  

The impact would be twofold: first, a fall in the dependency ratio will translate into 

higher per capita income provided there is sufficient growth to generate productive 

employment for the still rapidly increasing labour force. Second, an improved dependency 

ratio increases the domestic capacity to save and to invest, resulting in higher growth, 

creation of employment opportunities and higher returns to labour. Hence, provided that the 

economy is capable of creating productive employment opportunities for the large number 

of entrants each year into the labour force without compromising on labour productivity, 

per capita income will automatically increase. 

1.2 Migration 

The impact of migration on a country or province is complex. On the one hand, 

migration depletes the domestic human resources base; while on the other, the remittances 

transferred by migrants to their families back home significantly contribute to the country‟s 

economy. 

In cases where migration is temporary, the net outflow of migrants will sooner or 

later begin to decline and approach zero as the number of return migrants‟ increases, while 

growth in remittances are likely to level off. In cases where migration is permanent, a 

continued outflow of human resources will sooner or later gradually erode the capacity of 
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the domestic economy to develop, therefore local labour markets must be made attractive, 

and more job opportunities need to be created in this context.  

Official statistics recorded that in 2008 some 8‟196 migrant workers from NTT 

moved abroad mainly in Malaysia. The year before the number was slightly higher at 

9‟655. Other destinations included Singapore, Hong Kong, Brunei and Taiwan. Most 

migrant workers from NTT have low educational attainment, reaching junior high school at 

most. This has certainly an impact on the type of jobs these workers undertake, often 

assigned to specific jobs with low incomes, such as in domestic or plantation jobs. 

However, official statistics does not record unregistered migration and internal migration to 

other provinces of Indonesia. Exact figures of workers leaving NTT for better opportunities 

are not known.  

2. Labour force participation 

An overview of the main dynamics and patterns of the labour force and 

employment – represented by the activity rate and employment rate - broken down by 

gender and location (urban/rural) will provide an initial understanding of the labour 

situation. 

 

 
 

2.1 Labor force characteristics 

 
The working age population has been increasing faster than labour force between 

2002 and 2008. Hence, the activity rate in NTT has steadily decreased over time from 78.5 

percent in 2002 to 71.2 percent in 2008 (Table 2.1). The fall in activity rate can be largely 

explained by the increasing number of young people remaining in education. Figure 2 

shows that the fall in the activity rate is mainly due to a fall in the activity rate of the 

younger age groups.  Between 2002 and 2008, there was a 12 percentage points fall in the 

activity rate of the group aged 15-24. However, the activity rate also fell for the group aged 

25-49, while it remained stable for the older age groups.  

 

Figure 2  Activity rate by age group, 2002-2008 

0.0

20.0

40.0

60.0

80.0

100.0

15-24  25-49 50-59 60+
Total

66.8

86.4 83.8

60.9

78.5

54.8

82.1 81.5

59.3 71.4
2002

2008

 
Source:  BPS (2008a., 2002) 

 
A quite remarkable fall in the activity rate has mainly taken place in rural areas, 

where it fell from 81.8 per cent in 2002 to 74.5 per cent in 2008 (Table 2.1). This may be 

due to the fact that more people in rural area are discouraged from labour participation 

because there are less job opportunities (see next section). As a result of the fall in the 

activity rate, the actual dependency ratio did not decline as much as one might have 
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expected, but it will probably fall in the years to come. In 2008 there were 0.55 dependents 

for every person in working age. 

 

When the data are disaggregated by large differences emerge. Activity rates for 

women are some 20 percentage points lower than for men and show the same tendency of 

decrease as that for men after 2005; falling from 68 percent in 2002 to 60 percent in 2008. 

Female activity rates are far below those of men in all age groups. The discrepancy is 

particularly large - 28 percentage units – among those aged 25-49, but remains high also for 

the older age groups. The comparatively low activity rate among women is noteworthy 

and deserves special attention and further investigation. 
 

Looking at employment rates over time, it can be seen that these have moved in 

tandem with the activity rates. The gap between activity rates and employment rates is 

comparatively small, reflecting relatively low overall levels of unemployment.  

 

Compared to Indonesia as a whole, it can be seen that both activity and 

employment rates are consistently higher in NTT, while the unemployment rates are twice 

as high in Indonesia as a whole as in NTT.  To a large extent, this seemingly better picture 

in NTT than in the country as a whole can probably be explained by the much more 

pronounced rural and agricultural nature of the economy and labour market in NTT where 

people cannot afford to be unemployed and to a large extent are involved in informal sector 

activities (Table 2.1). 

 
Table 2.1  Labor force characteristics by sex in NTT, 2002-2008 

  Men Women 

  2002 2008 2002 2008 

Activity rate (%) 89.5 83.1 68.0 59.7 

Employment rate (%) 86.1 81.0 64.6 56.4 

  Urban Rural 

  2002 2008 2002 2008 

Activity rate (%) 61.4 55.7 81.8 74.5 

Employment rate (%) 50.5 50.3 79.9 75.4 

  Total NTT Total Indonesia 

  2002 2008 2002 2008 

Dependency ratio, actual                               1.1 1.1 
 

  

Dependency ratio, age-based                        0.6 0.5 
 

  

Activity rate (%) 78.5 71.2 67.8 67.2 

Employment rate (%) 75.1 68.7 61.6 61.5 

Unemployment rate (%) 4.3 3.7 9.1 8.4 

Source:  BPS (2008a., 2002) 
 
Remarks: Dependency ratio actual: total non-employed population divided by the employed population 15+ 
 
 Dependency ratio, age based: non-working age population (under 15) divided by the working age population 15+ 

Activity rate: Labour force divided by working age population 15+ * 100 
Employment rate: employed divided by working age population 15+ * 100 
Unemployed rate: unemployed divided by labour force * 100 

The province is marked by the predominance of the rural sector where the main 

activities are concentrated. In 2008, 80 percent of the total working age population lived in 

rural areas (Figure 3). Therefore, activity rate is low in urban NTT and lower than in rural 

area.  
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Figure 3 Urban/rural share of working age population, 2008. Percentages 
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Source:  BPS 2008a. 

 

2.2 Unemployment 

 
The unemployment rate in NTT has slightly decreased over time, from 4.3 per cent 

in 2002 to 3.7 per cent in 2008 (Table 2.3). Unemployment is relatively low, especially 

when comparing with the national level (8.4 in 2008), but it is far from being uniformly 

distributed across the labour force. Generally speaking, unemployment affects women 

much more than men, the urban labour force much more than the rural and in particular the 

young (Table 2.2). Among the urban youth, it reached 23 per cent in 2010, suggesting that 

it remains very difficult for young people in urban areas to access the labour market and 

employment in which case they probably undertake informal, temporary and low earning 

jobs. Then, the issue in urban area may stem from the low creation of productive and 

adequate jobs for the young entrants. The generally low unemployment rate in rural areas 

can probably be ascribed to the dominance of agriculture and own-account farming as well 

as the importance of the informal sector. 

 

Table 2.2 Unemployment rates by age groups, sex and rural/urban, 2008 

NTT 

Age 15-24 25-49 50-59 60+ Total 

Women 12.8 4.3 0.9 0.3 5.5 

Men 6.0 1.8 0.2 0.0 2.4 

Total 8.8 2.9 0.5 0.1 3.7 

Rural 6.7 2.1 0.4 0.1 2.8 

Urban 22.9 7.1 1.2 0.0 9.7 

INDONESIA 

Age 15-24 25-49 50-59 60+ Total 

Women 25.5 7.0 1.6 1.5 9.7 

Men 21.8 5.3 1.7 0.7 7.6 

Total 23.3 6.0 1.7 1.0 8.4 

Rural 20.2 4.3 1.2 1.0 6.5 

Urban 27.1 8.1 2.4 1.1 10.9 

Source:  BPS, 2008a 

 

A more detailed analysis of the unemployed reveals that about two thirds are 

actively looking for work, while about 28 percent are discouraged. These are available for 

work, but not actively searching for employment (Table 2.3).  Compared to the situation in 

2002, one can notice a positive development in the sense that the share of discouraged 

unemployed has fallen. The discouraged unemployed are largely found in rural areas, 
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where there are probably less job opportunities. In urban areas four out of five unemployed 

persons are actively looking for a job. A small percentage of the unemployed are in the 

process of setting up a business (2.6 per cent), while an additional 2.9 per cent have found 

and are about to begin a new job. 

 

To sum up, falling activity rates and much lower activity rates for women than 

for men appears to be one of the key issues in NTT. With the important exception of 

the young, in particular female, urban labour force, open unemployment is not a key 

issue.  This suggests a focus in the subsequent analysis on those employed, and in 

particular on the working poor and those underemployed. 

 

Table 2.3  Unemployment by unemployment derivation,  2002 & 2008. Percentages 

 

Looking for 
work 

Establishing a 
new 

business/firm Discouraged 
Have found a 

job Total 

2002 

Female 53.9 1.1 44.9 0.0 100.0 

Male 52.8 2.2 43.8 1.2 100.0 

Total 53.4 1.7 44.4 0.6 100.0 

Rural 37.0 1.2 60.5 1.2 100.0 

Urban 68.0 2.1 29.9 0.0 100.0 

2008 

Female 68.5 2 26.7 2.9 100.0 

Male 64.6 3.7 28.9 2.8 100.0 

Total 67 2.6 27.5 2.9 100.0 

Rural 59.5 3 34.1 3.4 100.0 

Urban 80.4 1.9 15.8 1.9 100.0 

Source:  BPS (2008a., 2002) 

3. Poverty 

Poverty remains a severe problem in NTT, although all poverty indicators have 

improved in recent years. The number of people living in poverty has fallen both in 

absolute numbers and as a share of the total population, at the same time as the depth of 

poverty has fallen (Table 3.1). Still, poverty remains widespread in NTT.  The headcount 

poverty rate was 23.3 per cent in 2009, down from 27.5 per cent two years earlier.  

Although poverty has been decreasing faster in NTT than in the country as a whole in the 

past few years, the incidence of poverty still remains almost ten percentage units higher 

than in the country as a whole.   

 

Poverty is a pronounced rural phenomenon where almost 90 per cent of the poor 

live in rural areas.  The incidence of poverty is much higher in rural areas than in urban 

areas; 25.4 versus 14.0 per cent in 2009. Comparing NTT with the country as a whole, it 

may be seen that the rural nature of poverty is much more pronounced in NTT, at the same 

time as the province remains much more rural than the country as a whole. Low levels of 

urbanization and economic diversification would seem to explain much of the difference in 

poverty levels between NTT and the country as a whole. With greater access to urban and 

non-farm employment opportunities the high pressure on land and on the agricultural sector 

to support a large and decreasing population would decline. 
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Table 3.1       Poverty by rural and urban areas, 2007 & 2009. 

NTT 

 
distribution of poor % of poor people poverty gap index 

poverty severity 
index 

 
2007 2009 2007 2009 2007 2009 2007 2009 

Rural 89.3 89.2 30.0 25.4 5.1 4.5 1.3 1.2 

Urban 10.7 10.8 16.4 14.0 3.9 2.6 1.3 0.7 

Total 100.0 100.0 27.5 23.3 4.9 4.1 1.3 1.1 

Total (000) 1,163.6 1,013.0 
      

INDONESIA 

 
distribution of poor % of poor people poverty gap index 

poverty severity 
index 

 
2007 2009 2007 2009 2007 2009 2007 2009 

Rural 63.5 63.4 20.4 17.4 3.8 3.1 1.1 0.8 

Urban 36.5 36.6 12.5 10.7 2.1 1.9 0.6 0.5 

Total 100.0 100.0 16.6 14.2 3.0 2.5 0.8 0.7 

Total (000) 37,168.3 32,530.0 
      Source:  BPS website, http://dds.bps.go.id/eng/index.php in poverty section 

 
The exposure to poverty varies with the educational level. People with higher 

education are much less subjected to poverty. In 2007, more than 80 percent of the total 

number of poor belonged to households where the head of household had only completed 

elementary school at best.
15

 

 

The 2007 statistics on drop-out rates show that pupils from poor households are 

much more likely to drop out of school than pupils from non-poor households. This trend is 

even more pronounced at a higher educational level. In fact, the dropout rate of primary 

school stood at 2.2 percent for the poor vs. 1.1 percent for the non-poor in 2007; whereas, 

the dropout rate of junior high school stood at 19.1 percent for the poor vs. 8.9 percent for 

the non-poor.
16

 The high dropout rates among pupils from poor households should be a 

cause of concern as it is one important mechanism through which poverty is transmitted 

from one generation to the next. 

 

The nature of the employment challenges in NTT, with relatively modest overall 

rates of unemployment, but high rates of poverty necessitates a focus on the working poor.  

As may be seen from Table 3.2, 1 out of 4 people were living in poverty in 2008, meaning 

that some 556‟900 people were working but not earning enough to lift them and their 

dependents out of poverty, i.e. they belong to the working poor. A bit less than 90 per cent 

of the working poor in NTT, about half a million - are found in the rural areas. It can safely 

be concluded that improving returns to labour and to land in agriculture and a rapid 

expansion of alternative employment opportunities outside agriculture must both be 

indispensible components in a strategy aimed at achieving productive employment and 

decent work for all. 

 

 

 

 

 

15
 BPS, 2009d. 

16
 Ibid 

http://dds.bps.go.id/eng/index.php
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Table 3.2 Productive employment achieved and required to reduce poverty by 2013 according to two 
alternative poverty targets. Thousands  

  
2002 2008 

2013 
Scenario 1 

2013    
Scenario 2 

  Total population  3,945 4,534.3  

   Population 15+ 2,468.7 3,036.0 3,221.8 3,221.8 

  Labour force  1,937.0 2,166.8 2,343.9 2,343.9 

  Poverty rate % 30.7 25.7 0.0 25.7 
  Working poor  594.7 556.9 0.0 602.4 
  Productively 

employed  
1,342.3 1,609.9 2,343.9 1,741.5 

  

  2002-2008 
2008-2013 
Scenario 1 

2008-2013 
Scenario 2 

  
Total 

change 
Annual 
change 

Total 
change Annual change 

Total 
change 

Annual 
change 

Total population  589.3 98.2 
    Population 15+ 567.3 94.6 185.8 37.2 185.8 37.2 

Labour force  229.8 38.3 177.1 35.4 177.1 35.4 
Working poor  -37.8 -6.3 -556.9 -111.4 45.5 9.1 
Productively 
employed  267.6 44.6 734.0 146.8 131.6 26.3 

Sources:   BPS (2009c., 2002), author’s estimations for 2013 data 
 
Remarks:  Figures for 2013 (population 15+ and LF) are based on population by age groups in 2008 assuming that LFPR remains the 

same as in 2008. 
 
Poverty rate for 2002 and 2008 were found in the above mentioned sources. 
 
Poverty rate for 2013 differs according to two scenarios. The first one assumes that poverty is completely abolished whereas 
the second one assumes that poverty will remain at the same level as in 2008. 

 
Working poor is defined as those in the labour force but not earning enough to bring themselves and their dependents out of 
poverty. It includes the unemployed poor. Calculation is: labour force x headcount poverty rate assuming that all economically 
active poor individuals are employed, i.e the unemployment rate of the poor is negligible.  
 
Productively employed defined as those in the labour force who are not working poor. It includes those unemployed who are 
not poor. 

  
Table 3.2 portrays the development of productive employment and of the working 

poor in the 2002-2008 periods and casts this against the increase in productive employment 

needed to achieve targets to reduce headcount poverty.
17

 In the first scenario, the 

implications of an ambitious target to eliminate income poverty by 2013 are shown. In the 

second scenario the poverty rate is expected to remain constant between 2008 and 2013. 

While the actual target set to reduce poverty is a political decision, it would need to fall 

somewhere in between these two scenarios. 

 

Between 2002 and 2008 the labour force increased by some 230 thousand. In the 

same period it can be estimated that productive employment increased by 289 thousand, 

implying that the number of working poor decreased by almost 40 000.  In the period 2008-

2013, it is estimated that the rate of growth of the labour force will fall somewhat, from 38 

to 35 thousand per year. Hence, the pressure on the economy to create additional new jobs 

will decline slightly.  

 

 

17
 Based on Ronnas P. and Kwong M. Understanding deficits of productive employment and setting 

targets (Geneva: ILO) Draft 
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Under the highly ambitious scenario of eliminating income poverty by 2013 

(scenario 1), the number of working poor would have to be reduced to zero, that is by more 

than half a million, at the same time as some 177 thousand new productive jobs would need 

to be created. Thus, the number of productive jobs would have to increase by 734 thousand 

through a combination of creation of new jobs and up-grading of existing low-productivity 

and low-income jobs to productive jobs In other words, the rate of creation of productive 

employment generation would need to increase from 44,600 per year between 2002-2008 to 

146,800 per year between 2008 and 2013. 

By contrast, under the much less ambitious scenario of keeping poverty rate 

unchanged (scenario 2); a mere 26,300 productive jobs per year would need to be created 

between 2008 and 2013 in which case it has already been attained in the previous period. 

As the political ambition is likely to lean more towards the first than to the second 

scenario, the rate of creation of productive employment will need to be stepped up 

considerably. It should be noted that two demographic factors will facilitate the 

achievement of such an ambition. First, the expected improvement in the age-based 

dependency rate in the coming years will reduce the income needed by each worker to 

bring him/herself and his/her dependents out of poverty, provided that the activity rate does 

not fall further. Second, an expected slowdown in the rate of growth of the labour force will 

reduce the pressure on the economy to create new jobs somewhat and allow a gradual shift 

in focus from creating additional jobs to increasing the productivity and incomes of those 

who are already working. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 

Key findings: 

 

In NTT the birth rates and fertility are gradually falling and the population 

growth is slowing down. The share of working age population is high and will remain 

such over the next ten years. A combination of these factors in the future will improve 

the age-based dependency ratio in NTT, opening up a demographic window of 

opportunity. This also implies a strong pressure on the economy to create productive 

employment opportunities for the large number of entrants in the labour market.  

 

Activity rates are high but have been falling in the recent years, partly because 

young people are entering the labour market later. The rates vary greatly between 

sexes. Women lag behind men by twenty percentage points.  The reason behind such 

vast gap is unclear and particular effort is needed to increase activity rate for women.  

 

The deficiency of productive employment takes mainly the form of working 

poverty rather than open unemployment. Although the situation has improved in the 

recent years, poverty still remains widespread affecting a person out of from four. 

Poverty varies across location (urban/rural) and educational level.  

 

The number of working poor roughly reached 500‟000 in 2008. Considering 

that a very high share of labour force works in agriculture, it seems that most of the 

working poor are found in own account jobs. The number of jobs that need to be 

upgraded and the creation of productive jobs can be derived from poverty target.  
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4. Development of the human resource base 

Although illiteracy for the population aged 15+ has been decreasing over time from 

15.1 percent in 2003 to 12.0 percent in 2009 in the province, a gap between NTT and 

Indonesia still remains with a difference of 5 percentages point in favour of Indonesia.
18

 

In 2008, the Net Enrolment Ratio (NER)
19

 exceeded 90 per cent in elementary 

education (typically from age 6 to 12), which was only slightly below the national average 

(Table 4.1). However, net enrolment rates fall sharply after elementary education and the 

educational attainment of the young remains considerably lower than in the country as a 

whole.  Less than half of the pupils go straight from elementary to junior high school 

(typically 12-15), as compared to two thirds of the pupils in the country as a whole. This 

educational gap is also found at higher levels of education. Only a third of the relevant age 

group are enrolled in senior high school in NTT (typically 15 to 18), as compared to 44 per 

cent in Indonesia as a whole.  

A main conclusion is that while attaining secondary education has become the 

norm in much of Indonesia; this is still not the case in NTT, where half of the pupils drop-

out after primary education.
20

  Indeed, the educational attainment of the population is very 

low with two thirds of the population over 10 years having less than primary school in 

2008.
21

 

Gross enrolment rates (GER)
22

 are much higher than net enrolment rates at all 

levels of education. There could be several reasons behind this discrepancy. On the one 

hand, it may be due to high repetition rates, which would imply that pupils spend more 

years at school than intended and suggest problems of inefficiency and poor quality in 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. 

More detailed data and analysis would be needed to determine the exact causes behind the 

differences between the NER and the GER.  

Table 4.1 Gross Enrolment Rate (GER) and Net Enrolment Ratio (NER), 2008. 

  Elementary School Junior High School Senior High School 

NTT 
GER 108.4 62.5 51.9 

NER 91.7 49.6 33.5 

Indonesia 

GER 109.4 81.1 57.5 
NER 94 66.8 44.2 

Source:  http://dds.bps.go.id/eng/aboutus.php?about=0, under education section 
 

 

 

18
 http://dds.bps.go.id/eng/aboutus.php?about=0, under education section 

19
 NER is the number of pupils in the theoretical age group who are enrolled expressed as a 

percentage of the same population. 

20
 Although some subsequently go back to continue education. 

21
 BPS, 2009c. 

22
 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. 

http://dds.bps.go.id/eng/aboutus.php?about=0
http://dds.bps.go.id/eng/aboutus.php?about=0


16 

 

The educational level of the labour force in NTT has improved over the past decade 

(Table 4.2). Still in 2009 two thirds of the labour force in NTT – 65 per cent of the men 

and 70 per cent of the women - had no more than primary education, as compared to half of 

the labour force in Indonesia as a whole. On the other side of the spectrum, less than 5 per 

cent of the labour force in NTT had higher education. This figure was 3 percentage points 

higher at the national level. Looking at the rates over the years, one can discern two 

contrasting trends. On the one hand the share of the labour force having completed less than 

primary school was higher in 2009 than in 2002. On the other hand, the share of the labour 

force with secondary or higher education increased between 2002 and 2009. 

 

Table 4.2  Educational attainment rates of the labor force by sexes in NTT, 2002 & 2009 (%) 

 

Less than 
primary 

Primary 
school 

Junior High 
School 

Senior High 
School 

Higher 
education All levels 

      2002       

Labor Force 31.3 42.9 10.7 12.3 2.7 100.0 

men 28.7 41.2 12.4 14.1 3.6 100.0 

women 34.7 45.0 8.7 10.0 1.7 100.0 

Employed 32.3 43.7 10.7 10.7 2.6 100.0 

men 29.3 41.8 12.4 13.1 3.4 100.0 

women 35.9 46.2 8.6 7.7 1.6 100.0 

Unemployed 11.4 24.6 11.3 46.7 6.1 100.0 

men 11.7 27.5 12.8 40.1 8.0 100.0 

women 11.1 22.0 9.9 52.9 4.2 100.0 

Indonesia LF 21.9 36.7 17.4 19.2 4.9 100.0 

      2009       

Labour Force 36.5 30.9 13.4 14.5 4.8 100.0 

men 36.0 29.2 14.4 15.9 4.5 100.0 

women 37.1 33.1 12.0 12.6 5.1 100.0 

Employed 37.5 31.6 13.6 13.0 4.3 100.0 

men 36.6 29.6 14.5 14.9 4.4 100.0 

women 38.8 34.3 12.2 10.4 4.2 100.0 

Unemployed 11.0 13.2 9.1 50.5 16.2 100.0 

men 15.8 15.2 11.1 49.2 8.8 100.0 

women 7.7 11.9 7.6 51.5 21.3 100.0 

Indonesia LF 23.0 27.4 18.6 23.5 7.5 100.0 

Source:  BPS (2009a., 2002) 
Remarks:  Less than primary represent those who have no schooling, or did not compete/ have not yet completed primary school 

Higher education represent those who have a Diploma I/II/III or/and university 

 
A striking fact is that two thirds of the unemployed are well educated and have 

completed at least senior high school, as compared to less than 20 per cent of the labour 

force in NTT as a whole. A reason behind this is that the more educated are those who are 

not poor and hence can afford to be unemployed.  But this confirms the picture that 

unemployment is particularly high among the well-educated, urban young, a pattern that 

has been found to be true for the country as a whole.
23

 The high levels of unemployment 

among the well-educated, suggest a lack of attractive employment opportunities in NTT for 

qualified labour. However, it may also be due to problems with the relevance of education, 

mismatches between the demand and supply of skills, and, perhaps, exaggerated job 

expectations among recent graduated from the educational system. In any case this 

 

 

23
 ADB, ILO & IDB, 2010. 
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phenomenon deserves particular attention as it clearly points to an inefficient use of 

qualified human resources and may easily result in a brain drain, as young and well-

educated people leave the province in search of better employment opportunities elsewhere. 

 
The educational level among the rural labour force is much lower than among the 

urban labour force (Table 4.3).  In 2009 more than 70 per cent of the rural labour force had 

low education (primary of less) whereas more than half of the urban labour force had 

reached senior high school or higher education.  This discrepancy is likely to reflect 

differences in access to education beyond the primary level between rural and urban areas, 

but also, not least, to a dearth of employment opportunities for well-educated and skilled 

labour in rural areas. The high unemployment rate among the well-educated suggests that 

the latter may well be a problem. It also seems that education beyond the primary level 

increases the propensity to migrate to urban areas. If access to secondary education appears 

to be a key issue, the quality of education and the availability of skills training are also 

important aspects to consider. 

 

Over time, the educational level of the rural labour force would seem to have 

slightly improved. The share of the rural labour force with no more than primary education 

has fallen, while the share of those with at least some secondary education increased from 

19 to 26 per cent.  In rural areas there was a shift in the educational level of the 

unemployed. While in 2002 more than half of the rural unemployed had no more than 

primary education, by 2009 the majority of the rural unemployed had at least Senior High 

School education. 

 
Table 4.3:  Educational attainment rates of the labor force by urban/rural, 2002 & 2009 (%) 

  
Less than 

primary 
Primary 
school 

Junior High 
School 

Senior High 
School 

Higher 
education All levels 

  
  

2002 
   Labor Force 31.3 42.9 10.7 12.3 2.7 100.0 

urban 7.1 21.9 15.7 42.8 12.4 100.0 

rural 34.9 46.0 10.0 7.8 1.3 100.0 

Employed 32.3 43.7 10.7 10.7 2.6 100.0 

urban 6.9 24.0 16.9 39.1 13.1 100.0 

rural 35.4 46.2 9.9 7.2 1.3 100.0 

Unemployed 11.4 24.6 11.3 46.7 6.1 100.0 

urban 8.2 12.4 10.3 59.8 9.3 100.0 

rural 14.8 38.3 12.3 32.1 2.5 100.0 

Indonesia LF 21.9 36.7 17.4 19.2 4.9 100.0 

  
  

2009 
   Labor Force 36.5 30.9 13.4 14.5 4.8 100.0 

urban 14.0 14.7 17.2 37.7 16.4 100.0 

rural 40.2 33.5 12.7 10.7 2.9 100.0 

Employed 37.5 31.6 13.6 13.0 4.3 100.0 

urban 14.8 15.4 18.2 35.6 16.1 100.0 

rural 41.0 34.1 12.8 9.6 2.5 100.0 

Unemployed 11.0 13.2 9.1 50.5 16.2 100.0 

urban 7.1 8.3 8.6 56.7 19.4 100.0 

rural 13.3 16.0 9.3 47.0 14.3 100.0 

Indonesia LF 23.0 27.4 18.6 23.5 7.5 100.0 

Source:  BPS (2009a., 2002) 
Remarks:  ibid 
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5. Structure of employment 

5.1 By main industry 

 

NTT remains a profoundly agrarian economy. In 2009, more than two thirds of the 

total labour force was employed in agriculture, forestry, hunting and fishery (Table 5.1) as 

compared to no more than 40 per cent in the country as a whole.  Manufacturing remains 

poorly developed, providing employment to only 6 per cent of the labour force. Services, 

too, play a comparatively small role in the economy, providing employment to little more 

than a fifth of the labour force, as against over 40 per cent in the country as a whole. 
 

With a few notable exceptions there are no large gender differences in the industrial 

structure of the labour force. Agriculture is equally important for the male and the female 

labour force (Table 5.1) 
 

 Table 5.1  Labour force employed by main industry and sex, 2009. Percentages  

  
NTT 

 
Indonesia 

  Men Women 
Both 

sexes 
Both 

sexes  

Agriculture, Forestry, Hunting and Fishery 67.9 68.5 68.2 39.7 

Industry 9.1 12.7 10.6 18.8 

Mining and Quarrying 1.8 1.5 1.6 1.1 

Manufacturing industry 2.6 11.2 6.2 12.2 

 Electricity, Gas and Water 0.2 0.0 0.1 0.2 

Construction 4.5 0.1 2.6 5.2 

Services 23.0 18.8 21.2 41.5 

Wholesale trade, retail trade, restaurant and hotels 5.0 9.5 6.9 20.9 

Transportation, storage and communication 7.1 0.3 4.3 5.8 

Financing, Insurance, Real Estate and Business Services 0.8 0.4 0.6 1.4 

Social and Personal Services 10.1 8.6 9.5 13.4 

All industries 100.0 100.0 100.0 100.0 

Source:  BPS, 2009a. 

 

However, manufacturing is a much more important source of employment for 

women than for men. In 2009, some 11.2 per cent of the female labour force worked in 

manufacturing, as against only 2.6 per cent of the male labour force. This is probably due to 

the type of manufacturing (small scale, handicraft) that usually involve more women than 

men. As a consequence, women made up more than three quarter of the labour force in the 

Key findings: 

 

The levels of education in the labour force in NTT are low in general, 

lagging behind the educational attainment of Indonesia as a whole. Access to 

secondary education remains a key challenge as half of the pupils drop out after 

primary school. This is particularly the case for women who face more difficulties 

in accessing to higher education than men do. The quality of education and the 

availability of appropriate vocational schools should be also considered. 

NTT has a lot of catching up to do in terms of the quality of its human resources.  

 

Two thirds of the unemployed have attained at least senior high school 

education. This is arguably due to a lack of attractive employment opportunities for 

the highly-skilled, or because the education does not correspond to the demand on 

the labour market.  The lack of attractive employment opportunities might have 

affected the demand for higher education.  
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manufacturing sector in NTT, as against only 42 per cent in the country as a whole (Table 

5.2). Women were also over-represented among those employed in trade, restaurants and 

hotels, while construction, transportation, storage and communication remained a largely 

male preserve.  It may also be noted that despite the lower labour force participation rate 

among women, the share of women in the total labour force is still higher in NTT than in 

the country as whole (Table 5.2). 

 
Table 5.2 Women's share in employment, 2009. Percentages  

 
 NTT INDONESIA 

Agriculture, Forestry, Hunting and Fishery 42.3 37.0 

Industry 50.4 30.0 

Mining and Quarrying 37.2 11.9 

Manufacturing industry 75.5 43.8 

Electricity, Gas and Water 4.0 9.4 

Construction 1.3 2.4 

Services 37.2 42.3 

Wholesale trade, retail trade, restaurant and hotels 58 51.0 

Transportation, storage and communication 3.3 9.6 

Financing, Insurance, Real Estate and Business Services 26.9 29.4 

Social and Personal Services 38.0 44.3 

All industries 42.1 37.9 

Source:  BPS, 2009a. 

 
As might be expected, there are large differences between rural and urban areas in 

the industrial composition of the labour force (Table 5.3). Agriculture dominates the 

employment scene entirely in the rural areas, employing more than three fourths of the rural 

labour force. By contrast, services make up the bulk of the economy and labour market in 

the urban areas, providing employment to more than three quarters of those employed in 

the urban areas. The low share of services in the rural employment is noteworthy. Not only 

transport and financing, but also trade and social & personal services – i.e. primarily public 

–provide little employment in the rural areas. Manufacturing, on the other hand, is a more 

important source of employment in rural than in urban areas. Indeed, rural women dominate 

in the manufacturing employment overall. The pronounced rural nature of manufacturing 

suggests that much of it is in fact small scale cottage industry and handicraft.  

 
Table 5.3  Labor force employed by main industry and urban/rural, 2009. Percentages 

  Urban Rural 

Agriculture, Forestry, Hunting and Fishery 10.5 76.9 

Industry 12.6 10.3 

Mining and Quarrying 0.5 1.8 

Manufacturing industry 5.5 6.3 

Electricity, Gas and Water 0.4 0.1 

Construction 6.1 2.1 

Services 77.0 12.7 

Wholesale trade, retail trade, restaurant and hotels 27.7 3.7 

Transportation, storage and communication 11.7 3.1 

Financing, Insurance, Real Estate and Business Services 2.9 0.2 

Social and Personal Services 34.7 5.6 

All industries 100.0 100.0 
Source:  BPS, 2009a. 
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5.2 By main employment status 

 
Self-employment is by far the most prevalent form of employment in NTT.  Over 

80 per cent of the labour force is self-employed, as against less than 60 per cent in 

Indonesia as a whole (Table 5.4).  There are pronounced differences in the employment 

status of men and women. Among those employed, men are twice as likely as women to 

have a wage employment. 

As one might expect, self-employment is most common in rural areas, whereas in urban 

areas wage employment account for more than half of all employment.  The very high 

degree of self-employment in rural areas is a testimony of the low level of economic 

diversification, small scale and own account farming. 

 
Table 5.4  Labor force employed by main employment status in NTT and Indonesia, 2009  

  Employer Wage workers Self employed Total 

NTT 

Female (%) 0.5 11.6 88.0 100.0 

Male (%) 2.1 20.1 77.8 100.0 

Total (%) 1.4 16.5 82.1 100.0 

Total (1,000) 30.6 356.2 1,773.90 2,160.70 

Rural (%) 1.0 10.8 88.2 100.0 

Urban (%) 4.1 54.0 41.9 100.0 

INDONESIA 

Female (%) 1.3 34.1 64.6 100.0 

Male (%) 3.9 41.6 54.5 100.0 

Total (%) 2.9 38.8 58.3 100.0 

Total (1,000) 3,033 40,663 61,174 104,870 

Rural (%) 2.2 28.8 69.0 100.0 

Urban (%) 3.8 53.0 43.1 100.0 

Source: BPS, 2009a. 
Remarks:  Employer = Employer assisted by permanent worker24  

Wage workers = Employee + casual employee in agriculture + casual employee not in agriculture25 
Self-employed = own account worker + employer assisted by temporary worker/unpaid worker + family worker26 

 

 
Employment status is the status of a person at the place where he works. There are 7 different 

categories according to the ILO. Note that for the purpose of the study, these categories were 

grouped into 3. 
24

 Employer assisted by permanent workers: is a person who does his business assisted by paid 

permanent workers 
25

 Employee: who works for another person or an institution with a stable contract for pay in cash or 

in kind 

Casual employee in agriculture: is a person who works at his own risk without the assistance of his 

family members or employees in the agricultural sector 

Casual employee not in agriculture: is a person who works at his own risk without the assistance of 

his family members or employees outside the agricultural sector 
26

 Own account Workers: are those workers who, working on their own account or with one or more 

partners, hold the type of job defined as a “self-employment job”, and have not engaged on a 

continuous basis any “employees” to work for them during the reference period 

Employer assisted by temporary workers/unpaid worker 

Unpaid worker: is a person who works without pay in an economic enterprise operated by other 

members of the family, relatives or neighbours. 
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6. Informality 

Informal activity refers to any economic activity that are commonly undertaken 

traditionally with a low level or no structure of organization, no book-keeping and where 

labour relations exist, they are mostly in the form of casual employment, based on 

friendship or personal relations rather than contracted arrangements. 
27

 

 

There is a link between working in the informal economy and being poor, because 

informal workers earn, on average, less than workers in the formal economy.  In addition, 

labour legislation and social protection may not necessarily cover workers in the informal 

economy. Thus, the informal economy presents a challenge to policymakers. 

 

The informal economy absorbs most of the employed population particularly in 

NTT, where 81 per cent of the employed were in the informal economy in 2008 as 

compared to 61 per cent at the national level.
28

 Indeed, NTT had the highest share of 

employment in the informal economy of all provinces in Indonesia in 2008. The prevalence 

of informal employment is particularly pervasive in the rural areas and among the female 

labour force (Figure 4). 
 

Figure 4 Informal employment as percentage of total employment 
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Source:  BPS (2008a. 2006)  

 

A clear trend appears when looking at the educational attainment of the labour 

force in the informal economy. The higher the level of education the lesser the probability 

of work in the informal economy (Table 6.1). There would seem to be a dividing line in 

this regard between junior and secondary high school.   

 

More than 80 per cent of the labour force with an educational level 

corresponding to Junior High School or less was working in the informal economy in 

2008. By contrast, only half of the employed with education Senior High School 

education   and less than 10 per cent of those with higher education worked in the 

informal economy.  There is no clear trend with regard to the likelihood of having 

informal employment across the age groups. For women this likelihood is uniformly high in 

all the age-groups, while for men it is significantly lower among those aged 25-49 than for 

the younger and older age groups. 

 

 

27
 According to BPS definition – Informal activity is derived from cross tabulation of two variables: 

employment status and main occupation  
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Table 6.1  Share of the employed in informal activity as % of total employed by educational attainment, 
2008  

  
Less than 

primary 
Primary 
school 

Junior High 
School 

Senior High 
School 

Higher 
education Total 

Women 92.0 93.0 85.9 45.3 9.3 84.2 

Men  91.5 87.4 78.2 48.1 9.2 78.6 

Total 91.7 89.9 81.1 47.1 9.3 81.0 

Rural 93.3 92.5 88.0 58.3 14.0 87.5 

Urban 60.3 53.6 48.3 28.9 4.5 37.4 

Total Indonesia 82.4 74.0 60.4 37.9 11.7 61.3 

Source: BPS, 2008a. 
 
Remarks:  Less than primary represent those who have no schooling, or did not compete/ have not yet completed primary school 

Higher education represent those who have a Diploma I/II/III or/and university 

 

As might be expected, informality varies greatly between the economic sectors. In 

agriculture, it is virtually the only form of employment (Table 6.2). However, informality 

predominates in the manufacturing sector as well. Two third of the employment in this 

sector is informal, no doubt reflecting the prevalence of rural, small-scale cottage industries 

rather than modern, urban manufacturing firms. This makes the manufacturing sector in 

NTT distinctly different from that in Indonesia as a whole, where less than 30 per cent of 

the employment was informal. As might be expected, employment in trade, restaurants and 

hotels is also predominantly informal. Only in public sector services does formal 

employment prevail entirely. 

 

Table 6.2: Informal employment as percentage of total employment by sector, 2008. 

  

Agriculture, 
Forestry, Hunting 

and Fishery 
Manufacturing 

industry 

Wholesale trade, 
retail trade, 

restaurant and 
hotels 

Community, social 
and personal 

services 

Women 99.5 72.4 66.2 5.4 

Men 98.0 51.3 46.7 6.2 

Total 98.6 66.5 58.0 5.9 

Rural 98.8 68.6 60.7 4.1 

 Urban  86.6 47.3 55.9 7.7 

Total Indonesia 91.5 29.2 53.6 18.9 

Source:  BPS, 2008a. 
 

 

 

 

 

 

 

 

 

Key findings: 

 

NTT remains a profoundly agrarian economy with more than 2/3 of the total labour 

force employed in agriculture, forestry, hunting and fishery.  Roughly 20 percent of the labour 

force is employed in services (government/public sector as well as in wholesale trade and retail 

trade) mainly in urban area such as Kupang. Last, manufacturing sector lags behind other 

sectors and mainly concerns women working primarily in weaving.  

 

The prevalence of small scale and own account farming is reflected in the low level of 

economic diversification and the characteristic of employment which mainly takes the form of 

self-employment concerning more than a majority of workers mainly in rural area. 

Not surprisingly, informality dominates with more than 80 percent of the labour force 

with an educational level attaining Junior High School or less was working in the informal 

economy in 2008. However, better education reduces the probability to work in the informal 

economy.  
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7. Characteristics and dynamics of the 
economy 

7.1 The provincial GDP by sources of production 

 
Over time, provincial GDP has grown at a slower pace than in Indonesia as a 

whole, especially in the past few years. In 2008, GDP growth stood at 4.8 per cent in NTT 

whereas it was 6.1 per cent in the country as a whole (Figure 5). As a result, the gap in 

economic development between NTT and the country as a whole, as measured by per capita 

GDP, has widened further in recent years. Indeed, in 2000 GDP per capita in NTT 

amounted 31 percent of the GDP per capita for the country whereas in 2008, it represented 

23 percent. 

 
Figure 5  Annual economic growth of NTT and Indonesia, 1973-2009 

 
Source:  BPS, 2009c. 

Within the province, there are stark differences among the regencies. In 2008, GDP 

per capita was more than four times higher in Indonesia as a whole than in NTT. However, 

Kota Kupang, the provincial capital of NTT, with the highest GDP per capita amongst the 

twenty regencies, reached about half of the GDP per capita for Indonesia, and twice as 

much as the average GDP per capita in the province. By contrast, some regency such as 

Manggarai Timur and Sumba Barat Daya are clearly lagging behind the average of the 

province, with a GDP per capita little more than half of that of  NTT as a whole (Table 7.1) 
 

 

Table 7.1 GDP per capita by regency, 2008 

  NTT=1 Indonesia=1 

Sumba Barat 1.2 0.3 

Sumba Timur 1.1 0.3 

Kupang 1.0 0.2 

Timor Tengah Selatan 0.9 0.2 

Timor Tengah Utara 0.7 0.2 

Belu 0.7 0.2 

Alor 0.8 0.2 

Lembata 0.6 0.1 

Flores Timur 1.0 0.2 

Sikka 1.0 0.2 

Ende 1.2 0.3 

Ngada 1.2 0.3 

Manggarai 0.8 0.2 

Rote Ndao 0.9 0.2 

Manggarai Barat 0.9 0.2 

Sumba Barat Daya 0.6 0.1 

Sumba Tengah 0.8 0.2 

Nagekeo 0.9 0.2 

Manggarai Timur 0.5 0.1 

Kota Kupang 2.4 0.5 

NTT  1 0.2 

Indonesia 4.4 1 

Source:  BPS, 2009c

. 
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The profoundly agrarian nature and low level of economic development and 

diversification is also clearly reflected in the sector composition of the GDP and of 

employment (Table 7.2). The economy is largely dominated by the agricultural sector 

which accounted for almost 70 per cent of total employment and 40 per cent of GDP in 

2008. The main sub-sector of agriculture is subsistence food crops followed by livestock 

(Table 7.3). Services are the second most important main branch of the economy, 

accounting for about a fifth of the total employment and half of the provincial GDP. Within 

the services, social and personal services dominate with regard to both contribution to GDP 

and employment, followed by trade (wholesale and retail).  Indeed, public sector services 

accounted for 17.1 percent of total GDP in 2008 and provided a main source of non-farm 

employment.  

 
Table 7.2 Sector distribution of employment and GDP, 2002-2008 

Share of employment 2002 2006 2008 

Agriculture, forestry, hunting and fishery 73.1 74.5 69.4 

Industry 11.4 10.7 10.0 

Mining and quarrying 0.8 0.2 0.9 

Manufacturing industry 8.4 8.3 6.8 

Electricity, gas and water 0.0 0.1 0.1 

Construction 2.3 2.2 2.3 

Services 15.4 14.8 20.5 

Wholesale trade, retail trade, restaurant and hotels 6.0 4.7 6.8 

Transportation, storage and communication 1.8 3.1 4.7 

Financing, insurance, real estate and business services 0.7 0.3 0.5 

Social and personal services 6.9 6.6 8.6 

All sectors 100 100 100 

Share of GDP 2004 2006 2008 

Agriculture, forestry, hunting and fishery 41.9 40.8 39.6 

Industry 10.3 9.9 9.5 

Mining and quarrying 1.4 1.3 1.3 

Manufacturing industry 1.6 1.6 1.5 

Electricity, gas and water 0.4 0.4 0.4 

Construction 6.9 6.6 6.3 

Services 47.8 49.3 50.8 

Wholesale trade, retail trade, restaurant and hotels 16.0 16.3 16.4 

Transportation, storage and communication 6.6 6.9 7.3 

Financing, insurance, real estate and business services 2.9 3.0 3.5 

Social and personal services 22.3 22.9 23.6 

All sectors 100.0 100.0 100.0 

Sources:  BPS (2009e. 2006, 2002)  

 

There were relatively small shifts in the sector structure of the GDP and of 

employment between 2002 and 2008. The share of agriculture in both GDP and 

employment fell somewhat, particularly after 2006. The already small share of 

manufacturing also appears to have declined in terms of employment, while it remained 

more or less constant in terms of GDP. The share of manufacturing in employment was 

substantially higher than its share of GDP, pointing to very low levels of labour 

productivity in this sector. By contrast, the contribution of the construction sector to GDP 

was almost three times higher than its contribution to employment.  

 

The share of services in both GDP and employment increased over the period. The 

share of services in GDP increased steadily from 47.8 per cent in 2002 to 50.8 per cent in 
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2008, driven primarily by a rapid growth of transport, storage and communication, which 

grew by 11 per cent per year (Table 7.3) The share of services in total employment have 

remained more or less constant until 2006, at about 15 per cent, where after it leaped to 

over 20 per cent in 2008. The very rapid increase in employment in the services after 2006 

is remarkable. This would deserve further investigation to determine its causes as well as if 

it will be sustained over time.  

 

The above cast the undeveloped state of the manufacturing sector in stark light. By 

2008, the manufacturing sector still accounted for less than 2 per cent of GDP and 

registered almost no economic growth at all.  One explanation may be that the 

manufacturing sector is mainly made up of very small-scale enterprises using traditional 

rather than mechanised modes of production. Indeed, micro establishments represented in 

2006 94 per cent of all establishments in NTT with more than 80 per cent of all employees 

working in these micro enterprises.
29

  Most of the establishments (excluding agriculture 

ones) are in wholesale and retail trade and in manufacturing industries. 

 
Table 7.3 GDP by sector and sub sector, 2008. Percentages 

  Distribution of GDP Growth in 2008 

Agriculture 39.6 3.7 

     Food crops 19.8 4.3 

     Estate crops 4.5 4.2 

     Livestock &  animal products 11.2 2.7 

     Forestry 0.3 6.0 

     Fishery 3.7 2.5 

Mining & quarrying 1.3 4.1 

Manufacturing 1.5 0.04 

Electricity, gas & water supply 0.4 3.5 

Construction 6.3 2.9 

Trade 16.4 4.8 

     Wholesale & retail 15.9 4.8 

     Hotels & restaurants 0.5 4.6 

Transportation & communication 7.5 11.0 

     Transport 6.0 9.8 

     Communications 1.5 15.8 

Financial ownership & business 3.5 3.3 

Services 23.6 5.9 

     Government 17.1 6.8 

     Private 6.4 3.7 
GDP 100.0 4.81 

Source: BPS, 2009c (p.428/433)  
 
Remark:  Based on 2000 constant prices  

 
Labour productivity varies greatly across the economic sectors (Table 7.4). Labour 

productivity in agriculture, the most important sector, is about 57 per cent of the level for 

the economy as a whole. By contrast, labour productivity in services is twice as high as the 

level of the economy. The very low level of productivity in the manufacturing sector is 

remarkable and at odds with what one would normally expect. It points to very low levels 

of technology, primitive modes of production and virtually no mechanisation. The high 

levels of productivity in the public sector services (most social services) should be 

 

 

29
 BPS, Economic census, 2006 
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interpreted with caution, as the value added of most public services is determined by their 

cost rather than by any market value. However, it is noteworthy that productivity in trades, 

another main source of employment, is also much above the average for the economy as a 

whole.  

 

Annual employment growth increased from 1.6 percent between 2002-2006 to 2.8 

percent between 2006-2008, while GDP growth increased from 4.3 percent to 5 percent 

during the same period (Table 7.5). 

 

Table 7.5 shows that there is a striking disparity between the contributions of the 

various economic sectors to employment creation on the one hand and to value added, i.e. 

GDP, on the other hand. The contribution of the main economic sectors to GDP remained 

fairly constant over the whole period. The services sector accounted for about two thirds of 

the GDP growth, agriculture for 28-29 per cent and industry for the remaining 5-6 per cent. 

As noted earlier, the role of manufacturing in the economic growth was negligible.  

 

By contrast, there would seem to have been a distinct break in the sector 

distribution of the growth of employment. Between 2002 and 2006, the agricultural sector 

absorbed virtually the entire increase in employment (95.5 per cent). The modest share of 

the services in the employment creation (5 per cent), masked vastly different performance 

between different services sectors. The employment creation in transport, storage and 

communication was equivalent to almost a quarter of the total employment creation, while 

wholesale and retail trade actually shed labour.  

 

Table 7.4 Labour productivity by main sectors in 2006 and 2008. Total labour productivity for each of 
the years = 100 

  2006 2008 

Agriculture, forestry, hunting and fishery 55 57 

Industry 92 95 

(Mining and quarrying) -784 -147 

Manufacturing industry 19 22 

(Electricity, gas and water) -635 -306 

Construction 305 278 

Services 334 248 

Wholesale trade, retail trade, restaurant and hotels 345 242 

Transportation, storage and communication 223 157 

(Financing, insurance, real estate and business 

services) -1048 -731 

Social and personal services 346 273 

All sectors 100 100 

Source:  Calculations based on BPS (2009e., 2008a., 2006)  
 
Remark:  Figures in brackets mean that employment share is less than 1 per cent of the total 

 

 

The sector pattern of the employment generation in 2006-2008 differed 

dramatically from that in the earlier period. The agricultural sector changed from being the 

main source of new employment to actually shedding labour.  While agricultural 

employment increased by an average of 114,000 per year between 2002 and 2004, it 

declined by 22,000 per year between 2006 and 2008. As the role of agriculture as a main 

source of new employment came to an abrupt halt, the services sectors became the almost 

sole source of new jobs. Overall, employment growth in the services sectors increased from 

an average of less than 6,000 per year between 2002 and 2008 to over 137,000 per year 

between 2006 and 2008. All services sectors registered rapid increases in employment after 

2006. Employment in trade, restaurants and hotel increased by an average of almost 48,000 

per year. Social and personal services, i.e. mainly public sector employment, increased at a 

similar rate, while employment in transport, storage and communication increased by over 
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35,000 per year (Table 7.5). The fall in manufacturing employment between 2006 and 

2008 can at least partly be attributed to the closure of Semen Kupang, the largest 

manufacturing firm in NTT, in 2007.
30

 

 

The divergent sector patterns with regard to contribution to GDP growth and to 

employment growth had obvious implications on labour productivity. Agricultural 

productivity increased significantly after 2006 as value added in this sector continued to 

grow at the same time as employment declined. In the services sectors, on the other hand, 

there was a marked slowdown in productivity growth after 2006, to the point where it may 

have become negative in some sectors, as employment in these sectors increased rapidly 

without any commensurate increase in the value added produced (Table 7.4). 

 

Table 7.5 Sector contribution to GDP growth and to employment growth, 2002-2008 

Contribution to employment 2002-2006 2006-2008 

Agriculture, forestry, hunting and fishery 95.5 -19.5 

Industry -0.3 -1.9 

Mining and quarrying -9.4 13.5 

Manufacturing industry 7.7 -20.9 

Electricity, gas and water 1.0 1.2 

Construction 0.4 4.3 

Services 4.8 121.4 

Wholesale trade, retail trade, restaurant and hotels -14.3 42.4 

Transportation, storage and communication 23.3 31.6 

Financing, insurance, real estate and business services -6.8 3.8 

Social and personal services 2.6 43.6 

All sectors 100.0 100.0 

Employment annual % growth 1.6% 2.8% 

Absolute change (2002-2008) 120’321 112’918 

Contribution to value added 2004-2006 2006-2008 

Agriculture, forestry, hunting and fishery 28.7 28.0 

Industry 5.6 5.7 

Mining and quarrying 0.8 1.0 

Manufacturing industry 1.4 0.6 

Electricity, gas and water 0.4 0.3 

Construction 3.0 3.8 

Services 65.6 66.4 

Wholesale trade, retail trade, restaurant and hotels 20.6 17.1 

Transportation, storage and communication 10.9 11.0 

Financing, insurance, real estate and Business Services 4.1 8.3 

Social and Personal Services 30.1 30.0 

All sectors 100.0 100.0 

GDP annual % growth 4.3% 5.0% 

Absolute change (billion rupiahs) (2004-2008) 832 1’057 

Source:  Calculations based on BPS (2009e., 2008a., 2006, 2002)  
 

 

 

30 ILO East Project, 2010 - draft 
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7.2 The provincial GDP by type of expenditure 
 

The distribution of the provincial gross domestic product by expenditure types in 

NTT over the 2004-2008 period did not dramatically change. The major proportion of 

expenditure of GRDP was dedicated to private consumption, which increased from 61.3 

percent of GRDP in 2004 to 71.1 percent in 2008. This is notably higher than in Indonesia 

where private consumption expenditure represented 60.6 percent in 2008. 

 

Two striking facts emerge from Figure 6. First, the share of investment has not 

changed over the years and remains small (13.4 percent of total GRDP in 2008) especially 

when comparing to Indonesia as a whole where investment represented double the share of 

NTT, i.e. 27.7 percent of total GDP in 2008. This should be a major source of concern as a 

much higher rate of investment would be needed to achieve sustained high economic 

growth and to reduce the economic gap between NTT and Indonesia as a whole. 
 

Figure 6  Distribution of GRDP by type of expenditure in NTT (2004-2008). Percentages. 
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Source:  BPS, 2009c. (p455) 
Remark:  Based on current prices 

 

Second, it seems that NTT is becoming more and more dependent on the outside as 

the province imports more than it exports. Net exports (exports minus imports) have been 

negative the whole period while it was positive for Indonesia (Figure 7). The share of net 

exports in GDP has been falling from -6.9 percent in 2004 to -17.5 percent in 2008, 

meaning that imports have substantially increased over the years. Most probably, the 

increasing trade deficit has primarily been financed by public transfers from the central 

government and, to a lesser extent, by private remittances.  However, irrespective of the 

sources of funding of the trade deficit, the need to strengthen exports and to add value on 

export commodities through a higher degree of domestic processing deserves to be stressed 

especially in light of the fact that the export value has been erratic and declining the last 

few years.
31
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Figure 7 Distribution of GDP at current market prices in Indonesia, 2008. Percentages. 

 
Source:  BPS, 2009f. 

8. Wages  

In this section, wage data are only related to wage-workers, which include 

employees who receive a salary/wages monthly and casual employees in agriculture and 

elsewhere who receive income and payment depending on job that has been completed. The 

data do not include incomes from own account activities by own-account workers. Hence, 

data need to be treated carefully especially because labourers (or wage workers) represent 

less than 16 percent of the labour force while more than 80 percent of the labour force is 

self-employed (Section 5.2). The relatively small number of labourers in each sector is 

shown in Table 8.1.  One should also note that informal employment accounted for 81 

percent of total employment in 2008 (Section 6). 

 

Across all sectors except „Community, Social and Personal Services‟, average 

hourly wages are lower in NTT as compared to the national level. There is a particularly 

strong discrepancy in mining and quarrying with a difference of 6,000 Rupiahs per hour. In 

NTT as well as in Indonesia as a whole, the highest levels of hourly wages are found in the 

following three sectors: „Electricity, Gas and Water‟; „Finance‟ and in „Social and Personal 

Services‟ (Figure 8). 
 

Figure 8  Average hourly wage of laborer by sector in NTT and Indonesia, 2008. Rupiahs. 

 
Source:  BPS, 2008b. 
 
Remarks:  Labourer includes employee, casual employee in agriculture and casual employee not in agriculture 
 

 

Figure 9 shows that workers with high levels of education have much higher 

hourly wages than those with less education. There is a significant difference between those 
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who have completed at most Junior High School and those who have completed Senior 

High School or even higher education. The latter earn two to four times more than the 

former. Indeed, the average hourly wage for those with higher education is more than five 

times that of those with no more than primary education. It can also be seen that for all 

levels of education men earn more than women. The wage difference between men and 

women is particularly large for those with junior high school. 

 

Figure 9  Average hourly wages of laborer by educational attainment in NTT, 2008. Rupiahs. 

 
Source:  BPS, 2008b 

As may be seen from Figure 10, the hourly minimum wage (in dashes) is slightly 

below the hourly minimum living needs (solid line). However, in only four out of the nine 

industries, is the average wage higher than the minimum wage and the minimum living 

needs. The service sectors seem to be better off in this regard, notably in financing, 

insurance, real estate and business services as well as community, social and personal 

services. Male labourers in electricity, gas and water and women labourers in construction 

also earn much more than the minimum needed (Figure10). 

 
Figure 10 Average hourly wage of laborer by sector and sex in NTT, 2008. Rupiahs. 

 
Source: BPS (2009d., 2008b) 
 
Remarks:  Hourly provincial minimum wage is represented in the dashes horizontal line. It was 650 000 rupiahs per month in 2008, i.e 3 744 

rupiahs per hour supposing that a full working hour per week represents 40hours. 
Hourly minimum living needs is represented in the solid horizontal line. It was 735 000 rupiahs per month in 2007, i.e 4 234 rupiahs 
per hour supposing that a full working hour per week represents 40hours.  
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Laborers in others sectors (Agriculture, Mining & Quarrying, Manufacturing, 

Wholesale trade, Transportation etc.) earn less than the minimum livings needs. One can 

explain this situation through the lens of productivity and underemployment.
32

 Assuming 

that a full working week is 40 hours, the reasons for low overall income can be broken 

down on underemployment in terms of hours worked and low hourly income (table 8.1).  

Except for female workers in agriculture and both male and female workers in mining and 

quarrying, the average working week exceeds 40 hours in all sectors. Indeed, in trade, 

restaurants and hotels the average working week is in excess of 50 hours for both men and 

women. Hence, by and large, in can be concluded that incomes below the minimum living 

needs are due to low productivity and hourly wages rather than to underemployment in 

terms of time worked. In agriculture, however, the very low average income for female 

workers would seem to be due to the combined effects of working few hours and receiving 

a low wage per hour. By contrast, in trade, restaurants and hotels, most workers work very 

long hours indeed, yet do not earn enough to make ends meet. This seems to suggest that 

the large increase in employment in this sector after 2006 has not taken place because 

people have been attracted to good and well-paid job opportunities in this sector, but 

because they have not had any alternative sources of employment. Hence, push rather than 

pull factors may have driven much of the structural changes in employment in the past few 

years. 

 

Table 8.1 Summary of labourer wages characteristics in NTT, 2008 

  Laborers Hourly wage 

Working 
hours per 

week 

Working 
less than 40 

hours 

Hourly 
wage < 

minimum 
living 

needs* 

  M F M F M F M F M F 
1. Agriculture, 
forestry, hunting and 
fishery 24,218 10,270 2,387.3 1,522.1 41 30   x x x 
2. Mining and 
quarrying 4,612 2,941 2,154.2 4,387.1 35 26 x x  x    
3. Manufacturing 
industry 8,211 1,763 4,047.2 2,825.1 44 41      x  x 
4. Electricity, gas and 
water 1,397 84 8,023.5 3,168.2 45 40       x 

5. Construction 27,837 688 3,532.8 6,064.4 46 41      x    
6. Wholesale trade, 
retail trade, 
restaurant and hotels 10,965 9,700 1,959.4 2,571.3 52 60      x  x 
7. Transportation, 
storage and 
communication 33,163 2,003 2,992.2 4,150.3 49 41      x  x 
8. Financing, 
insurance, real estate 
and business 
services 5,556 2,157 6,976.7 8,294.1 46 41         
9. Community, social 
and personal 
services 92,484 63,592 9,625.2 7,246.2 40 42         

Source:  BPS, 2008b. 
 
Remark:  *4,234 rupiahs per hour 
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9. Summary and policy implications 

9.1 Summary 

 
In Nusa Tenggara Timur (NTT) the demographic structure implies some 

opportunities and challenges.  

 

On the one hand, birth and fertility rates are gradually falling, while the population remains 

young. As the rate of population growth is slowing down while the growth rate of the 

working age population will stay high for another decade or two, the age-based dependency 

ratio will improve. The so called “demographic window of opportunity” is opening up,  

creating favourable conditions for increasing per capita income and savings, provided that 

the high activity rates can be maintained and that employment growth does not take place at 

the expense of productivity. 

 

On the other hand, there is a strong pressure on the economy to create productive 

employment opportunities for the large number of young people who enter the labour 

market each year. 

 

Activity rates are high but have been falling in the recent years, partly because 

young people tend to enter the labour market at a later age. There are strong discrepancies 

between sexes: Activity rates for women are lagging behind those of men by twenty 

percentage points.  The reason behind such vast gap is not clear and deserves closer 

attention. Further falls in the activity rates would undermine the beneficial impact of the 

improvements in the age-based dependency ratio. 

 

Both the education attainment and enrolment rates in post-primary education are 

much lower in NTT than in the rest of Indonesia. Yet, good education is crucial for 

productive employment.  

 

At present education up to the level of Senior High School or above opens the 

doors to formal employment at wages much above the provincial average. High 

unemployment among the educated young suggests that they wait for a good job and can 

Key findings: 

 

While agriculture remains the main source of employment, services are 

responsible for the largest share of output. The manufacturing sector is lagging 

behind both in terms of output and employment.  

 

A start of structural change of employment away from agriculture and into 

the services seems to become the main source of new jobs. This is not necessarily a 

positive development employment growth in services as push rather than pull factors 

may have driven much of the structural changes in employment in the past few 

years. People seem to be pushed out of the agriculture by low levels of income, 

rather than pulled to services by attractive employment opportunities. 

 There seems to be a mismatch between supply of skills and the demand on 

the labour market together with a lack of attractive employment opportunities for the 

highly-skilled, especially in rural areas. This is particularly reflected in the wage 

differences among those who have reached Senior High School and more and those 

who have reached junior high school at most. 
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afford to do so. However the high youth unemployment may also be due to problems with 

the relevance of education or mismatches between the demand on the labour market and 

supply of skills. Looking ahead, it is clear that a well-educated work force will be essential 

for a successful modernization of agriculture and diversification of the economy.  In 

addition, education beyond the primary level increases the propensity to migrate to urban 

areas. It is thus important to increase both the quality of education and the access to higher 

education and skills training particularly for women. 

 

The relatively modest overall rates of unemployment but high rates of poverty 

implies that the main employment challenge in NTT is to increase labour productivity and 

the returns to labour for the large numbers of working poor, and not just to increase the 

number jobs.  Although the number of people living in poverty has fallen both in absolute 

numbers and as a share of the total population and the severity of poverty also reduced, 

poverty remains widespread. It affects a quarter of the total population particularly in rural 

areas which means that approximately half a million of the labour force are working poor. 

 

Improving returns to labour and land in agriculture, and a rapid expansion of 

alternative employment opportunities outside agriculture, must both be indispensible 

components of a strategy aimed at achieving productive employment and decent work for 

all. 

 

The rural character of the province is clearly reflected in the composition of 

employment, with two thirds of the labour force employed in the agriculture sector, mainly 

in subsistence farming. Employment in services is mainly found in urban areas such as 

Kupang, and mostly involves those who work in government/public sector as well as in 

wholesale trade and retail trade. The manufacturing industry (primarily weaving) is lagging 

far behind both in terms of output and employment reflecting the undeveloped state of this 

sector.  

 

This situation explains the widespread self-employment as well as the importance 

of the informal sector that absorbs 80 percent of the employed, mainly those with lower 

education. As the informal sector is generally linked to poverty and implies vulnerability 

and lower wages, this specific issue deserves special attention for policymakers. 

 

The province is at an early stage of industrialization. Agriculture remains the main 

source of employment, whereas the services sector is responsible for the largest share of 

output. Industry, manufacturing industry in particular, remains small both in terms of 

output and employment. In the past few years, a structural change has commenced away 

from agriculture in regards to both employment and GDP share and into the services sector. 

However, it would appear that this process is driven by push factors rather than by pull 

factors. That is, people are pushed out of the agricultural sector by low levels of income, 

rather than pulled to the service sector by attractive employment opportunities, as the 

average wage level in trade and commerce is well below the minimum wage. The relatively 

small contribution of the manufacturing sector to employment and GDP reveals a very low 

level of productivity in the sector.  

9.2 Ingredients for a sustainable job rich growth 

 
Nusa Tenggara Timur is still at a very early stage of economic development. The 

present economic structure, which is still dominated by a largely subsistence-based 

agriculture, is arguably neither economically nor environmentally sustainable in the context 

of rapid population growth. If left unchanged, it is likely to perpetuate poverty. Hence, an 

economic development that is sustainable and inclusive and capable of creating sufficient 

productive employment opportunities to allow the population to escape from income 

poverty, will inevitably have to be associated with fundamental structural changes. 

Although such a development will have to be based on the specific conditions and should 
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be strongly influenced by the aspirations of the people in NTT, some basic cornerstones of 

such a development can nevertheless be identified. 

 

The agricultural sector is the mainstay of the economy and main source of 

livelihood and needs to serve as a starting point for a structural change aimed at sustainable 

economic development.
33

 An intensification of agriculture, aimed at increasing returns to 

both land and labour, needs to go hand in hand with an increased market-orientation of 

production. New cultivation methods with the twin aim of achieving both intensification 

and higher returns and an environmentally sustainable mode of production, will imply a 

large increase in agriculture-related investments as well as significantly increased use of 

cash inputs in agricultural production. This will both facilitate and necessitate an increased 

production for the market.  

 

A diversification of the non-farm economy needs to be achieved in tandem with an 

intensification of agriculture. Indeed, these two processes are both mutually supportive and 

mutually dependent. An intensification of agriculture depends crucially on strong forward 

linkages in the form of agro-processing facilities and access to both local and more distant 

markets as well as on backward linkages offering easy access to inputs, services and 

knowledge. The need for such linkages, in its turn offers opportunities to develop non-

agricultural economic activities and employment opportunities. An increase in productive 

non-agricultural employment opportunities opens up possibilities for a gradual shift of 

labour from agriculture to the other economic sectors, resulting in increased incomes and 

returns to labour both for those who remain in agriculture as well as for those who move 

out of agriculture. A development of a modern manufacturing sector with strong linkages to 

agriculture and building on the natural resources available in NTT as well as on other 

comparative advantages and aimed at export beyond the province and serving the local 

markets needs to be a main component in a strategy for economic diversification.  

 

Development of niches for export to the rest of Indonesia or abroad deserve to be a 

third component of a development strategy aimed at sustainable and inclusive job-rich 

growth. The development of export niches focusing on high value added products would 

bring several important benefits. It would greatly facilitate the import of knowledge, 

innovations and knowhow and facilitate the development of a manufacturing sector based 

on modern technology and capable of producing high quality products with a high value 

added. An increase in exports of products with a high value added would also significantly 

improve the possibilities of achieving sustained high economic growth, as growth would be 

driven both by an increase in domestic demand  and by export-led demand.  

 

A fourth cornerstone will need to be enhanced investments in human resources. 

The educational level in NTT lags behind that of Indonesia as a whole. This is true, not 

only for the working age population as a whole, but also for the young. Studies of the 

availability and need for skills also point to both shortages of skills and to mismatches in 

the demand and supply of skill. A strategy aimed at sustainable and inclusive economic 

development needs a strong component focused on assuring universal and equal access to 

high quality education and skills training, aimed at raising the overall quality of the human 

resources and the work force. Preventing malnutrition deserves to be another important 

component in a strategy to enhance the human resources. At present, malnutrition is 

widespread, not least among the children. This is particularly serious as children suffering 

from malnutrition during the first years of their life stand the risk of having their cognitive 

and intellectual development permanently impaired. 
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35 

 

Particular attention deserves to be paid to the challenge of achieving development 

with equity. They are determined not least by natural conditions. With economic 

development and structural change inequality may worsen unless forceful measures are 

taken to development becomes truly inclusive. A more detailed analysis will be required to 

identify the main present and potential sources of inequality. However, already at this stage, 

some broad issues and factors deserve to be highlighted.  

 

As shown in the analysis above education beyond junior high school opens the 

doors to better and formal sector jobs. For the young, attaining a good education greatly 

increases the possibilities of escaping poverty. Yet a large part of the labour force has at 

best completed primary education. As the economy develops and becomes more 

sophisticated, the importance of education will increase.  Equal access to high quality 

education may well be the single most important factor in promoting truly inclusive 

development. 

 

The geography of the province, including a large number of islands stretched over a 

vast area, implies particular challenges to achieving a regionally balanced development. 

Well-conceived and forceful policies for regional development will no doubt be needed to 

ensure that economic development does not become unduly concentrated to a few areas, 

leaving others behind in stagnation. 

 

A third important issue pertaining to equity has to do with gender equality. 

Although there do not seem to be any major differences between the sexes when it comes to 

education, men tend to end up in better jobs than women. Women are more likely to be 

self-employed and to get stuck in low-productivity jobs than men. They also tend to receive 

lower wages than men. As economic development bring structural changes, it is important 

that men and women are offered equal opportunities to gain advantage of these changes. 

This requires a high degree of social and occupational mobility. Gender-based barriers to 

such mobility will need to be confronted and eliminated. 

9.3 Concluding remarks 

 

Presently, the demographic situation in NTT is favourable with an improving age-

based dependency ratio. As the rate of growth of the labour force gradually begins to 

decline, it will be possible to direct increased focus on increasing labour productivity and 

income from employment. An improvement in the dependency ratio should also make 

possible increased private savings as investments. At present the savings and investment 

rates in NTT are much below what would be needed to put the economy on a path of rapid 

growth.  

 

A structural transformation resulting in sustained and inclusive economic 

development is unlikely to happen by itself. An encouragement of private investments will 

need to be matched by much higher levels of public investments, both in human resources 

(education and health) and in physical infrastructure.  A more ambitious public investment 

programme, in its turn will need to be part of a development strategy that clearly spells out 

the desired development trajectory for NTT and which recognizes that the role of the 

provincial and local government and other stakeholders needs to go beyond that of merely 

creating enabling conditions for growth to actively nurturing and guiding an economic and 

social development that is inclusive and sustainable and which puts productive employment 

and decent work at its heart. Physical, economic and social infrastructure is essential, and 

provincial and local authorities and other stakeholders must play an active role in 

developing these.  

 

The subsequent employment diagnostic analysis will aim to identify the main 

constraints to triggering a self-sustaining economic development and structural change and 

to provide a basis for prioritization and sequencing of policies and interventions aimed at 

removing these constraints. 
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Phase Two: The joint employment diagnostic 
analysis 

As the study moves from Phase One to Phase Two, the mode of implementation 

changes to a guided implementation by ILO constituents themselves of a structured, 

stepwise employment diagnostic analysis.  

 

Thus, the main actors in the analysis in this second phase were ILO constituents 

and national stakeholders in NTT themselves, who within the framework of a training 

workshop have arrived at informed conclusions on the employment diagnostic analysis 

through a joint structured analysis based on a methodology developed for this purpose by 

the ILO.
34

. 

 

The workshop was held in Kupang, Nusa Tenggara Timur (18-20 January 2011) 

and the purpose was to undertake an exercise of joint knowledge-building on the province 

specific constraints, challenges and opportunities for enhancing inclusive job-rich growth 

as a basis for an effective policy making at both the provincial and the district level. It also 

served the purpose of training in employment analysis as well as social dialogue, aimed at 

arriving to a broad consensus on the policies and interventions needed to enhance the 

generation of productive employment in NTT by prioritizing the problems impeding 

employment growth.  

 

The joint employment diagnostic analysis undertaken during the workshop was 

structured around presentations of each branch of the employment diagnostic tree followed 

by interactive group work where the participants took the lead in the analysis and 

identification of the main constraints and challenges to productive employment in NTT. 

 

The analysis should ideally be pursued along three main branches - first, productive 

resources and employability; second, opportunities for and returns to employment; and 

third, sustainability. Though the three branches are accorded equal importance in the 

methodology, in this case, the third branch “sustainability” was omitted in the analysis as 

data and information were lacking in the province. 

 

The first session focused on the productive resources available to the labour force, 

primarily in the form of human resources (education, health etc.), but also other productive 

resources such as land (Section 1). This was followed by a session where the focus shifted 

to the rate and quality of economic growth with a view to explore constraints and 

challenges with regard to productive employment opportunities, including a subsequent 

session on causes of inequality in access to productive employment (Section 2). The final 

session synthesizes the conclusions and key findings of the joint employment diagnostic 

analysis (Section 3). 

1. Productive resources / employability  

An introductory presentation on human resources noted that NTT is trailing behind 

the rest of Indonesia in several important respects. Although primary education is well 

developed and has reached almost full coverage, access to secondary education as well as to 
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 Conceptual and Methodological Guide to Employment Diagnostic Analysis / Panduan Konseptual 

dan Metodologi untuk Analisa Diagnostik, (Geneva & Jakarta: ILO, 2010) Draft. 



37 

 

vocational training is limited and enrolment rates in secondary education are well below the 

average for Indonesia. It was also noted that there are large gender-based differences as 

well as rural – urban differences in access to post-primary education and vocational 

training.  

 

Another major cause of concern is the very high rates of malnutrition among 

children. This is particularly worrisome as severe malnutrition in the early years of life 

causes irreparable damage to the ability and capacity to learn and benefit from education.  

It was also noted that public spending on both education and on health has increased 

significantly in recent years, but also that much remains to be done before NTT catches up 

with the rest of Indonesia. 

 

A subsequent presentation focused on the importance of skills to economic 

development in general and to intensification of agriculture and the development of value 

added chains linked to agriculture in particular. Examples from other parts of Indonesia 

were used to illustrate how a skills needs assessment can be undertaken and used. 

 

Key challenges and constraints  
 

Inequality in access to high quality education and health care was identified as a 

major problem by the workshop participants. It was noted that rural areas in particular 

suffer from poor physical infrastructure (insufficient and low quality of school buildings 

and class rooms), a shortage of teachers and a low level of qualification among teachers 

(many teachers lack formal certification and the best teachers work in the towns). There are 

few secondary schools outside the main urban centres and as a result rural children have 

difficulty in accessing secondary education due to long distances. Indeed, it was concluded 

that children in rural areas are severely disadvantaged in terms of access to good education.  

 

Gender inequality in access to post-primary education was also perceived to be a 

major problem. Cultural factors and conservative attitudes towards the role of women were 

seen to be main factors restricting the access of girls and young women to education.  

 

Some general problems were also highlighted. Working conditions and 

remuneration of teachers are not very attractive. This problem is particularly severe in the 

rural areas. There is a general lack of vocational and skills training and what little exist is 

often not in tune with market demands.  

 

The situation in the health sector has many similarities with that in the education 

sector. Qualified doctors and nurses are almost exclusively found in the main towns, as 

working conditions in rural areas are unattractive. In rural communities there is a general 

lack of information on health related issues and there is no system for disseminating such 

information in rural areas. In many areas access to medicine is also a problem and stocks of 

medicine are often depleted.  The solutions to the poor provision of health care in rural 

areas were found to be quite similar to those in the field of education.  

 

Malnutrition was generally recognised to be a severe problem not only in its own 

right, but also as it impairs the mental and physical development and leads to poor health. 

Children who suffer from malnutrition are therefore less likely to be able to gain productive 

employment as adults. Malnutrition is a widespread seasonal phenomenon in NTT due to 

the long dry season. Improved crop mixes and crop diversification can improve the 

situation, but elimination of malnutrition will require both intensification and a 

diversification of farming. It will also require a system for providing additional food for the 

poor, for instance in the form of a school lunch/milk programme, and a reactivation of the 

posyandu (community health services at the village level). 
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Recommendations 
 

The participants pointed to a lack of teachers in general and qualified teachers in 

particular, poor quality of school buildings, insufficient availability of scholarships and a 

lack of private sector involvement in education. Improving working conditions for teachers 

and a substantial increase in the availability of scholarships for talented children from poor 

backgrounds were also very much needed. 

 

It was suggested that there is a need for a pro-education policy and increased 

budget allocations to education in order to both improve the quality of education and access 

to education. 

 

The health care infrastructure in rural areas needs to be improved and strong 

incentives should be created to attract qualified health staff to work in rural areas. There is 

also a need to conduct regular health campaigns in rural areas. 

2. Opportunities for and returns to 
employment 

2.1 The rate and quality of economic growth 

The creation of productive employment opportunities is closely linked to the rate 

and quality of economic growth. In order to create productive employment opportunities 

for the large number of young people who enter the labour market each year and reduce the 

number of working poor and unemployed, the economy needs to grow at a high rate and the 

nature of growth must be such that it effectively increases productive employment in an 

inclusive and sustainable manner.  

The study on the economic development in NTT over the past decades shows that 

the rate of economic growth has been lower than in Indonesia as a whole (Section 7 of 

Phase One). Growth has stagnated at a level of 3-4 per cent per year and as a result NTT 

has increasingly fallen behind the rest of Indonesia in terms of economic development, 

productive employment and incomes.  

The low rate of growth is linked to the structure of the economy. The economy is 

still dominated by subsistence-oriented agriculture and a growing services sector, in which 

public sector services play a main role, while the role of manufacturing in the economy 

remains miniscule. Conclusions from Phase One of the employment diagnostics analysis 

indicated that in order to put the economy on a path of sustainable and rapid growth needed 

to ensure productive employment for all and an elimination of poverty, it will require:  

 Intensification and increased market-orientation of agriculture 

 Diversification of the economy, with priority given to developing linkages to and from 

agriculture, strong domestic value added-chains and modern manufacturing 

 Intensification and development of export niches 

 Achieving growth with equity. Economic development must be inclusive and pro-poor 

Key challenges and constraints  

The subsequent analysis focused on an identification of the main constraints and 

challenges for achieving such a development by the workshop participants.  

The rate and quality of economic growth is influenced by a wide range of factors. 

The employment diagnostic reference tree was used to structure the analysis. Broadly 

speaking the factors influencing growth could be divided into three categories. 
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1. Factors beyond the control of the provincial authorities in NTT. They include factors 

such as macro-economic policies, integration in the global economy, terms of trade and 

cyclical factors. These are all factors which influence the economic development in NTT, 

but over which the Provincial authorities cannot exercise any control. 

2. Factors of less importance to economic development and productive employment 

creation in NTT at present. 

3. Factors presenting crucial challenges for achieving high rates of growth and rapid 

increases of productive employment in NTT, i.e. poorly functioning market, access to 

finance/credits, quality of business environment. 

 

The subsequent analysis and discussion focused on the third point, which means on 

the identification of the factors that presented the greatest obstacles and challenges to (i) 

intensification of agriculture and (ii) economic diversification and the development of 

manufacturing.  

Cost of finance 

Poor access to finance and credits can in some ways be seen as an example of 

poorly functioning markets. There are many examples of how small businesses and farmers 

suffer because they do not have access to loans from banks and other financial institutions. 

The banking sector remains rather poorly developed and although the amount of bank loans 

has expanded rapidly, most of the loans are for consumption and there is still very little 

long term lending for investments. In agriculture, where large seasonal fluctuations in both 

incomes and expenditures create particular needs for credits, farmers find it difficult to 

access credit on reasonable terms. As a result, they often fall victim to local money lenders 

charging very high interest rates.  

However, another aspect of poor access to finance and credits is the very low 

savings rate. According to official statistics the savings rate in NTT is only 4 per cent of the 

provincial GDP, which should be compared to 25 per cent for Indonesia as a whole. Low 

levels of savings result in lack of availability of capital for investments and a low capacity 

of the local banks to lend money. This is also reflected in the much lower level of 

investments in NTT as compared to the country as a whole. Addressing the problem of the 

low level of investments and of poor access to finance will need to go hand in hand with 

strong efforts to increase savings and to promote savings in banks and in credit 

cooperatives. 

Market failures  

The problem of poorly developed and functioning markets takes many forms. The 

markets for agricultural products function poorly. Farmers often have difficulty in 

accessing markets to sell their produce. Because most markets are small and poorly 

integrated with each other local supply and demand can vary greatly, resulting in large price 

fluctuations, which creates uncertainty for both sellers and buyers. Farmers often get very 

unfavorable prices for their products because they are in the hands of monopoly buyers, 

who also often provide credits and inputs. Markets for providing inputs to agriculture were 

also found to be poorly developed. If markets were better developed farmers would benefit 

from more predictable as well as more advantageous prices. This, in its turn would create 

incentives for farmers to produce more for the market and to invest in more use of 

fertilisers, improved seeds and other yield-enhancing technologies.  

Another cause of poorly functioning markets is the high cost and difficulty of 

transport between different parts and islands of the provinces. This was found to be an 

obstacle to the creation of an integrated and efficient economy comprising the entire 

province. One illustration of the low level of integration of the domestic economy is that 

much of the food sold in the shops in Kupang and other large towns come from Java and 
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other parts of Indonesia although it could be supplied locally. NTT is an integrated part of 

the large Indonesian economy and could potentially benefit greatly from exporting to this 

large market. However, this export potential remains largely untapped. NTT exports 

primarily raw materials, while it imports most of the processed goods and food consumed 

in the province. Most producers in NTT are small and lack the information and knowledge 

to export successfully.  

A poorly functioning or non-existent land market was also found to be a main 

constraint and an important obstacle to attracting investments. Most land is collectively 

owned, so called customary or heritage (tanah ulayat) land. Buying of such land is 

complicated and the difficulty of obtaining secure property rights over land tends to 

discourage potential investors.  

Quality of business environment  

Shortcomings in the overall business environment were identified as a third main 

type of constraint on economic development. Some of the complaints had to do with 

corruption, „unsupportive attitudes of bureaucrats‟ and unnecessarily complicated rules and 

procedures for setting up and running businesses. However, at least as important was found 

to be a lack of policies that actively promote business development in a coherent manner. 

There is a need for systematic mapping of local potentials, to improve physical 

infrastructure in support of economic development and for improved dialogue between 

government and the private sector. This is particularly necessary in a context of scattered 

production where the cost of transportation between islands adds a constraint for potential 

investors.  Many participants were also of the opinion that the planning and policy-making 

capacity of the provincial and local authorities needed to be improved and that there was a 

need for greater coherence and consistency over time of policies and plans.  

2.2 Unequal resource endowment, access and opportunities 

Throughout the workshop, inequality in various forms was raised in the discussions 

as an important aspect of the development challenge. Indeed, all the factors identified as 

critical challenges for development of human and other productive resources and for 

creating productive employment opportunities for growth were found to have important 

dimensions of inequality.  

A brief presentation served as an introduction to the session on achieving growth 

with equity. In this presentation four main sources of inequality were identified. 

 Unequal access to productive resources (e.g. education, health, land) 

 Unequal opportunities to access productive employment, for instance due to poorly 

functioning labour markets, gender discrimination, obstacles to geographic, occupational 

and social mobility and large geographic difference in economic development. 

 Insecurity and vulnerability preventing people living in poverty from taking calculated 

risks. 

 Little available time to work due to heavy and unequally shared responsibilities for 

household work and child care. 

Key challenges and constraints  

In the ensuing discussion, the participants identified three types of inequality as 

particularly serious. In order to ensure development with equity all policies and 

interventions would need to be designed in a manner that ensures that development benefits 

everybody and not just some and effectively reduces inequality. 

 Inequality between rural and urban areas 

 Gender based inequality 
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 Inequality due to regional differences in economic development between different parts of 

the province, i.e access to education, health and other public services and in productive 

employment opportunities. 

 

In order to address the objective of achieving development with equity, it was therefore 

decided to mainstream the three main dimensions of inequality – rural-urban, gender based 

and regional – into the proposals for addressing the four priority identified priority areas: 

human resources development, improved functioning of markets, access to finance and 

improving the business environment. Detailed result of this analysis based on the 

„employment diagnostic tree‟ is presented in the matrix in Appendix 3. 

3. Conclusions 

Phase One of the study on the dynamics of employment, the labour market and the 

economy in Nusa Tenggara Timur provided a broad understanding of the province specific 

development context and employment situation in the recent years. 

This first analysis showed that the relatively low rate of growth is linked to the 

structure of the economy which is still largely dominated by subsistence-oriented 

agriculture and a growing services sector, in which public sector services plays a main role, 

while the role of manufacturing in the economy remains very small. In order to put the 

economy on a path of sustainable and rapid growth needed to ensure productive 

employment for all and an elimination of poverty, some conclusions were drawn, 

specifically the province would need: 

- To intensify and increase  market-orientation of the agriculture sector 

- To diversify its economy, with priority given to developing linkages to and from 

agriculture, strong domestic value added-chains and modern manufacturing 

- To intensify and develop niches for exports 

- To achieve growth with equity where economic development must be inclusive and pro-

poor. 

While this first analysis concluded that all those elements are necessary to achieve a 

sustainable development strategy that will benefit to everyone, the province will first need 

to overcome key constraints that can hinder its development. 

Phase Two of the employment diagnostics analysis was undertaken during a 

workshop where constituents themselves identified the key constraints and challenges to 

productive employment in NTT. Following the narrowing down process of the 

methodology of the employment diagnostics tree (see below the employment diagnostics 

tree applied in NTT), key constraints were underlined. Conclusions and critical areas for 

enhancing productive employment have been identified and are summarized in the 

following five points.  

1. The current quality of human resource in NTT is not sufficient to drive economic 

development. The shortcomings in the field of human resources range from the 

planners in government bodies to the technical agencies to the farmers. Some causes 

were identified e.g. while primary education existed in almost all regions in NTT, there 

is a lack of quality and availability of secondary education in NTT, especially in rural 

areas and notably in some remote districts. Inequality of access to education between 

the two sexes was also identified. For farmers, remoteness led to inequality of access to 

information and knowledge, holding back the intensification of agriculture.  

2. A lack of access by farmers to finance was identified as a major constraint on 

agricultural development. While collateral for credit was an issue amongst farmers, 

local banks and financing agencies are also short of capital. One of the reasons was the 

low level of savings. Therefore, government needs to promote savings amongst farmers 

and villagers. 
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3. Markets for agriculture products and inputs remain poorly developed and a constraint on 

intensification of agriculture. The lack of access to market information – especially 

prices, buyers, price trend both in external and internal market – has led to 

inappropriate crop management in most areas. There is also a severe lack of agro-

processing facilities and the backward and forward linkages to agriculture are generally 

poorly developed. The crop mix is also often poorly adapted to the natural conditions 

(soil, rainfall etc.) and this is one of the reasons for the low levels of production In 

some areas, land issues and lack of secure and clear property and user rights of land 

heighten the problems, creating an additional constraint on achieving sustainable and 

intensive agriculture as well as deterring potential investors. Poorly functioning of 

markets and the difficulties of intra-regional transport are also obstacles to the creation 

of a dynamic economy that integrates all parts of the province.  

 

4. The business environment was considered as unfavourable; some issues like corruption, 

complex bureaucracy, poor incentives, lack of infrastructures has led a reduced interest 

amongst investors (both external and internal). 

 

5. Aspects and sources of inequality needs to be fully understood and mainstreamed into 

policies and other interventions aimed at addressing development challenges in the four 

priority areas identified. 

 

The matrix of results from the joint employment diagnostic analysis as well as the employment 

diagnostic tree synthesise all the discussions. They can be found in Appendix 3 and Appendix 4. 
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A1.  List of tables 

Table 1: Labor force characteristics by sex and urban/rural. 2002, 2008

Men       

    2002 2008 

Total population  
  Working age population 15+         1,198,504    1,489,200  

   Labour force 15+         1,073,207    1,240,502  

 
Employed         1,032,505    1,210,342  

 
Unemployed              40,702          30,160  

   Inactive 
 

           125,297       253,098  

Activity rate (%) 89.5 83.1 

Employment rate (%) 86.1 81.0 

Unemployment rate (%) 3.8 2.4 

Women       

  
2002 2008 

Total population 
 

  

Working age population 15+         1,270,163    1,546,800  

   Labour force 15+             863,840       926,417  

 
Employed            820,361       875,763  

 
Unemployed              43,479          50,654  

   Inactive 
 

           406,323       624,998  

Activity rate (%) 68.0 59.7 

Employment rate (%) 64.6 56.4 

Unemployment rate (%) 5.0 5.5 

 

Urban       

    2002 2008 

Total population  
  Working age population 15+            407,187       538,740  

   Labour force 15+            249,979       299,849  

 
Employed            205,650       270,759  

 
Unemployed              44,329          29,090  

   Inactive 
 

           157,208       238,891  

Activity rate (%) 61.4 55.7 

Unemployment rate (%) 17.7 9.7 

Rural 
   

  
2002 2008 

Total population   
 Working age population 15+         2,061,480    2,506,275  

   Labour force 15+          1,687,068    1,867,070  

 
Employed         1,647,216    1,815,346  

 
Unemployed              39,852          51,724  

   Inactive 
 

           374,412       639,205  

Activity rate (%) 81.8 74.5 

Employment rate (%) 79.9 72.4 

Unemployment rate (%) 2.4 2.8 

Total       

    2002 2008 

Total population          3,945,000  4,534,319 

Working age population 15+         2,468,667    3,036,000 

   Labour force 15+          1,937,047    2,166,919  

 
Employed         1,852,866    2,086,105  

 
Unemployed              84,181          80,814  

   Inactive 
 

           531,620       878,096  

Dependency ratio, actual (%)              1.1  1.1 

Dependency ratio, age-based (%)                     0.6  0.5 

Activity rate (%) 78.5 71.2 

Employment rate (%) 75.1 68.5 

Unemployment rate (%) 4.3 3.7 
Source:  BPS (2008a., 2002)
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Table 2:  Participation in the labour force by age groups and sex. 2008  

Age   15-24  25-49 50-59 60+ Total 

Working age population (000)   917,500    1,469,700    330,300    318,500    3,036,000  

men 
 

  470,100       703,400    162,900    152,800    1,489,200  

women 
 

  447,400       766,300    167,400    165,700    1,546,800  

In labour force (000)   502,420    1,206,503    269,245    188,751      2,166,919  

men 
 

  293,526       680,363    153,233    113,380      1,240,502  

women 
 

  208,894       526,140    116,012      75,371       926,417  

Employed (000)   458,177    1,171,533    267,871    188,524      2,086,105  

men 
 

  276,040       668,038    152,884    113,380      1,210,342  

women 
 

  182,137       503,495    114,987      75,144       875,763  

Unemployed     44,243          34,970         1,374            227          80,814  

men 
 

    17,486          12,325            349                -            30,160  

women 
 

    26,757          22,645         1,025            227          50,654  

Inactive (000)   415,080       263,197      61,055    129,749       869,081  

men 
 

  176,574          23,037         9,667      39,420       248,698  

women 
 

  238,506       240,160      51,388      90,329       620,383  

Source: BPS, 2008a.  

   

Table 3a: Labour force by sex and educational attainment in Nusa Tenggara Timur, 2002 

  Less than primary Primary school Junior High School Senior High School Higher education Total 
  

Men      307,679       442,353          133,270        151,768       38,137       1,073,207  

Employed      302,934       431,177          128,068        135,458       34,868       1,032,505  

Unemployed          4,745         11,176              5,202          16,310         3,269            40,702  

Women      299,560       388,371            74,788          86,042       15,079          863,840  

Employed      294,745       378,811            70,500          63,054       13,251          820,361  

Unemployed          4,815           9,560              4,288          22,988         1,828            43,479  

Both sexes      607,239       830,724          208,058        237,810       53,216       1,937,047  

Employed      597,679       809,988          198,568        198,512       48,119       1,852,866  

Unemployed          9,560         20,736              9,490          39,298         5,097            84,181  
Source: BPS, 2002 
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Table 3b: Labor force by sex and educational attainment in Nusa Tenggara Timur, 2009 

  Less than primary Primary school Junior High School Senior High School Higher education Total 

  

Men      463,950       376,081          185,785        204,629       58,098       1,288,543  

Employed      458,175       370,524          181,697        186,604       54,878       1,251,878  

Unemployed          5,775           5,557              4,088          18,025         3,220            36,665  

Women      357,097       318,387          115,103        121,573       49,425          961,585  

Employed      353,017       312,125          111,089          94,418       38,206          908,855  

Unemployed          4,080           6,262              4,014          27,155       11,219            52,730  

Both sexes      821,047       694,468          300,888        326,202     107,523       2,250,128  

Employed      811,192       682,649          292,786        281,022       93,084       2,160,733  

Unemployed          9,855         11,819              8,102          45,180       14,439            89,395  
 Source: BPS, 2009a. 

 

Table 4.a: Labor force by sex and educational attainment in Nusa Tenggara Timur, 2002 

  
Less than primary Primary school Junior High School Senior High School Higher education Total 

  

Urban        17,823         54,840            39,302        106,938       31,076          249,979  

Employed        14,167         49,356            34,732          80,432       26,963          205,650  

Unemployed          3,656           5,484              4,570          26,506         4,113            44,329  

Rural      589,416       775,884          168,756        130,872       22,140       1,687,068  

Employed      583,512       760,632          163,836        118,080       21,156       1,647,216  

Unemployed          5,904         15,252              4,920          12,792            984            39,852  

Total      607,239       830,724          208,058        237,810       53,216       1,937,047  

Employed      597,679       809,988          198,568        198,512       48,119       1,852,866  

Unemployed          9,560         20,736              9,490          39,298         5,097            84,181  

Source: BPS, 2002 
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Table 4.b: Labor force by urban/rural and educational attainment in Nusa Tenggara Timur, 2009 

  
Less than primary* Primary school Junior High School Senior High School Higher education  Total  

  

Urban        44,568         46,659            54,711        120,011       52,151          318,100  

Employed        42,278         43,972            51,917        101,593       45,861          285,621  

Unemployed          2,290           2,687              2,794          18,418         6,290            32,479  

Rural      776,479       647,809          246,177        206,191       55,372       1,932,028  

Employed      768,914       638,677          240,869        179,429       47,223       1,875,112  

Unemployed          7,565           9,132              5,308          26,762         8,149            56,916  

Total      821,047       694,468          300,888        326,202     107,523       2,250,128  

Employed      811,192       682,649          292,786        281,022       93,084       2,160,733  

Unemployed          9,855         11,819              8,102          45,180       14,439            89,395  
Source: BPS, 2009a. 

 

Table 5: Labor force employed by main industry and sex, 2009 

NTT Men Women Both sexes 

Agriculture, Forestry, Hunting and Fishery             850,288       622,339        1,472,627  

Industry             113,711       115,668           229,379  

   Mining and Quarrying               22,352         13,218             35,570  

   Manufacturing industry               32,989       101,602           134,591  

   Electricity, Gas and Water                 2,555              106               2,661  

   Construction               55,815              742             56,557  

Services             287,879       170,848           458,727  

   Wholesale trade, retail trade, restaurant and hotels               62,671         86,489           149,160  

   Transportation, storage and communication               88,964           2,994             91,958  

   Financing, Insurance, Real Estate and Business Services                 9,399           3,465             12,864  

   Social and Personal Services             126,845         77,900           204,745  

All industries          1,251,878       908,855        2,160,733  
Source: BPS, 2009a. 
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Table 6: Labor Force employed by main industry and urban/rural, 2009 

NTT Urban Rural Total 

Agriculture, Forestry, Hunting and Fishery               29,953    1,442,674        1,472,627  

Industry               35,882       193,497           229,379  
   Mining and Quarrying                 1,454         34,116             35,570  

   Manufacturing industry               15,708       118,883           134,591  

   Electricity, Gas and Water                 1,273           1,388               2,661  

   Construction               17,447         39,110             56,557  

Services             219,786       238,941           458,727  

   Wholesale trade, retail trade, restaurant and hotels               79,040         70,120           149,160  

   Transportation, storage and communication               33,302         58,656             91,958  

   Financing, Insurance, Real Estate and Business Services                 8,362           4,502             12,864  

   Social and Personal Services               99,082       105,663           204,745  
All industries             285,621    1,875,112        2,160,733  

 

 

Table 7: Labor force employed ba main employment status, 2009 

  Employers Wage workers Self employed Total 

Male       26,427            251,181            974,270    1,251,878  

Female         4,192            105,014            799,649       908,855  

Both sexes       30,619            356,195         1,773,919    2,160,733  

Urban       11,665            154,349            119,607       285,621  

Rural       18,954            201,846         1,654,312    1,875,112  
Source: BPS, 2009a. 
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Table 8: Population 15+ who worked during the previous week in informal activity by sex and educational attainment, 2008 

 Informal Less than primary Primary school Junior High School Senior High School Higher education  Total  

 Men          285,995          454,900         122,838            83,906                4,232          951,871  

Women         231,335          384,703           79,138            39,571                2,863          737,610  

Both Sexes         517,330          839,603         201,976          123,477                7,095       1,689,481  

Rural         500,893          806,196         181,072            94,765                5,352       1,588,278  

Urban           16,437            33,407           20,904            28,712                1,743          101,203  

Total employed Less than primary Primary school Junior High School Senior High School Higher education  Total  

 Men          312,624          520,426         157,006          174,474              45,812       1,210,342  

Women         251,546          413,846           92,110            87,443              30,818          875,763  

Both Sexes         564,170          934,272         249,116          261,917              76,630       2,086,105  

Rural         536,929          871,939         205,834          162,468              38,176       1,815,346  
Urban           27,241            62,333           43,282            99,449              38,454          270,759  
Source: BPS, 2009a. 

 

Table 9: Development of employment, 2002-2008       

 
2002 2006 2008 

Agriculture, Forestry, Hunting and Fishery        1,355,186     1,470,101      1,448,074  

Industry           212,062        211,707         209,565  

   Mining and Quarrying             14,620            3,348           18,544  

   Manufacturing industry           155,161        164,428         140,866  

   Electricity, Gas and Water 
 

          1,228             2,626  

   Construction             42,281          42,703           47,529  

Services           285,618        291,379         428,466  
   Wholesale trade, retail trade, restaurant and hotels 

          110,718          93,527         141,387  
   Transportation, storage and communication             33,460          61,463           97,102  

   Financing, Insurance, Real Estate and Business Services             13,885            5,719           10,059  

   Social and Personal Services           127,555        130,670         179,918  
All industries        1,852,866     1,973,187      2,086,105  

Source: BPS (2008a., 2006, 2002) 
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Table 10: GRDP of NTT at 2000 constant market prices by industrial origin, 2004-2008 (Billion Rupiahs) 

  2004 2006 2008** 

Agriculture, Forestry, Hunting and Fishery               3,994           4,233           4,529  

Industry                  982           1,029           1,089  

Mining and Quarrying                  131              138              149  

Manufacturing industry                  154              166              172  

Electricity, Gas and Water                    38                41                44  

Construction                  659              684              724  

Services               4,561           5,107           5,809  

Wholesale trade, retail trade, restaurant and hotels               1,524           1,695           1,876  

Transportation, storage and communication                  628              719              835  

Financing, Insurance, Real Estate and Business Services                  281              315              403  

Social and Personal Services               2,128           2,378           2,695  

GRDP               9,537         10,369         11,426  
Source: BPS, 2009e.  
Remark: 2008 figures are very provisional 

 
Table 11: Average of working hours per week and average of wage/salary/income per month of labourer* by main industry (2008) 

  
Agriculture, Forestry, Hunting 

& Fishery Mining & Quarrying Manufacturing industry Electricity, Gas and Water Construction 

  
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 

Men 41 424,801 35 327,225 44 772,847 45 1,566,982 46 705,293 

Women 30 198,181 26 495,039 41 502,700 40 550,000 41 1,079,099 

Total 38 357,317 31 392,569 43 725,096 45 1,509,300 46 714,309 

Wholesale trade, retail trade, 
restaurant and hotels 

Transportation, storage 
and communication 

Financing, Insurance, Real 
Estate and Business 

Services 
Community, Social and 

Personal Services Total 
  Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 

Men 52 442,188 49 636,329 46 1,392,833 40 1,670,932 43 1,100,578 

Women 60 669,572 41 738,508 41 1,475,849 42 1,320,845 42 1,076,405 

Total 55 607,877 49 642,149 45 1,416,049 40 1,528,292 43 1,093,109 
 

  Source: BPS, 2008b. 
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Table 12: Average of working hours per week and average of wage/salary/income per month of labourer* by main industry (2008) 

  
Agriculture, Forestry, Hunting 

& Fishery Mining & Quarrying Manufacturing industry Electricity, Gas and Water Construction 

  
Working 

hours Wage 
Working 

hours Wage Working hours Wage 
Working 

hours Wage 
Working 

hours Wage 

NTT 38 357,317 31 392,569 43 725,096 45 1,509.30 46 714,309 

Indonesia 37 546,739 45 1,751,750 46 868,886 44 1,829,703 47 899,440 
Wholesale trade, retail trade, 

restaurant and hotels 
Transportation, storage and 

communication 
Financing, Insurance, Real 

Estate and Business Services 
Community, Social and 

Personal Services Total   
  Working 

hours Wage 
Working 

hours Wage Working hours Wage 
Working 

hours Wage 
Working 

hours Wage 

NTT 55 607,877 49 642,149 45 1,416,049 40 1,528,292 43 1,093,109 

Indonesia 51 951,664 49 1,231,933 44 1,723,636 42 1,274,795 43 976,923 

 

 

Source: BPS, 2008b 
Remark: Labourer includes employee, casual employee in agriculture and casual employee not in agriculture 

 

Table 13: Average of working hours per week and average of wage/salary/income per month of laborer* by main industry (2008) 

  Less than primary Primary School Junior High School Senior High School Higher Education Total 

  
Working 

hours 
Wage Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 
Working 

hours Wage 

Men 44    434,172  46 
      

548,265  46 
      

812,857              42    1,461,290  
              

38     2,023,238  
                     

43    1,100,578  

Women 36    320,006  45 
      

337,871  57 
      

503,151              41    1,334,567  
              

36     1,634,607  
                     

42    1,076,405  

Total 42    406,029  46 
      

498,636  48 
      

749,773              42    1,419,847  
              

37     1,850,991  
                     

43    1,093,109  
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A2.  List of participants of the workshop on 
Employment Diagnostic Analysis in NTT 
(January 2011) 

 

NO. NAME INSTITUTION 

1 Ayub Tib SBSI NTT 

2 Ernest S Ludji Bappeda Kota Kupang 

3 Sherley Wila Huky Bappeda  

4 Endang S Lerich Bappeda Prov. NTT 

5 Yocha Nalle Bappeda Prov. NTT 

6 Mien  R. Oedjoe Undana 

7 J. W. Kore Tuka KSPSI 

8 F. Amaral Dinas Nakertrans 

9 Donal Izaac Bappeda Prov. NTT 

10 Stanis Man LPPEM UNIKA 

11 Aminudin FAO 

12 Suhendra FAO 

13 Andrey Damaledo Bappeda Prov. NTT 

14 Adriani Lomi Ga Bappeda Prov. NTT 

15 Tonci Teuf Bappeda Prov. NTT 

16 P. Tambunan Disperindag Prov. NTT 

17 Yakobus Meja Disnakertrans Prov. NT 

18 Elias Mesakh* Radio Madika FM 

19 Stefanus Bullu RC. Bappeda Prov. NTT 

20 David Dami Dinas Nakertrans Belu 

21 Sriyanti Maria Bian Bappeda Kab. Belu 

22 Hary Lay Setda Prov. NTT 
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23 Megy Oesoyo Humas Setda Prov. NTT 

24 Abraham Jumina Disnakertrans Prov. NT 

25 Yan P. Mella Bappeda Kab. TTS 

26 Oby Lewanmeru Pos Kupang 

27 Esron M. Elim Bappeda Prov. NTT 

28 Max Goldy* Reporter Madika TV 

29 Yohanes A. Kore Bappeda Prov. NTT 

30 Tato Tirang BP3TKI Kupang 

31 Wihujeng Ayu R. Bank Indonesia 

32 Padapotan Siallagan Bappeda Kab. Kupang 

33 Petrus Arifin* Kameraman AFB TV 

34 Toni Tangkur* Reporter AFB TV 

35 Terezinha de Carallo Sekber Bappeda Prov. NTT 

36 Roby Rawis DPP Apindo NTT 

37 J. A. Ninu Kadin NTT 

* Participants from media who were there during the opening session 
 

List of resource persons 

NAME INSTITUTION 

Per Ronnas ILO Geneva 

Miranda Kwong ILO Geneva 

Kazutoshi Chatani ILO Jakarta 

Janti Gunawan Facilitator 

Nirwan Gah ILO NTT 

Endro Catur Facilitator 

Alicia Ruth Interpreter 

Dewi  Interpreter 
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A3. Matrix of results from the joint employment diagnostics analysis (Phase Two) 

Group discussions of the joint employment diagnostics analysis undertaken during a workshop in Kupang, NTT (January 2011) had identified important 
dimensions of inequality in access to productive employment and it was also found that most of the key issues and challenges in the fields of human resources 
development and the rate and quality of economic development had important equity implications.  
 
In order to address the objective of achieving development with equity, it was therefore decided to mainstream the three main dimensions of inequality – rural-
urban, gender based and regional – into the proposals for addressing the four priority identified priority areas: human resources development, improved 
functioning of markets, access to finance and improving the business environment.  
 
The results of this analysis and discussion strongly conveyed the message that inequality issues need to be tackled along with the four prioritised problem areas. 
The detailed result of this analysis based on the ‘employment diagnostic tree’ is presented in the matrix below. 

 
Priority 

Area 

Rural vs Urban Amongst Districts Men and Women 

Problems Solutions Problems Solutions Problems Solutions 

1  Human 
Resource/ 
Education 

Education in rural 
areas only 
primary 
education, limited 
infrastructure 
(shared tables) 

Improving infrastructure 
(building secondary 
schools in rural areas, 
improvement of 
infrastructure for learning-
teaching 
 

Discrepancy in 
number and quality of 
instructors (for non-
formal education) 

Increasing the number of 
instructors and ensuring equal 
distribution of instructors in each 
rural area gradually 
 
Training and education on 
entrepreneurship 

In compulsory 
education, it was 
still balanced. 
However, in 
secondary and 
higher education 
still dominated by 
men. 

Information 
dissemination 
(socialization) for 
gender mainstreaming 

Number of 
teachers & 
teachers’ 
competency 
(teacher for 
religion subject 
was teaching 
math in school) 

Increasing the number and 
improving the quality of 
teachers 

Discrepancy in 
provision of education 
infrastructure & 
facility    

Increasing budget and ensuring 
equal allocation of budget for 
development of education facility & 
infrastructure in every level of 
education 
Partnership with other parties in 
equal provision of education facility 
& infrastructure Increasing the type 
of vocational education facility that 
was based on market needs & 
potentials in NTT 

More type of skills 
for men compared 
to skills for women 

Specific training/ skill for 
women drop out 
(school) and living in 
rural areas 

Access to school 
was difficult 

Transportation Discrepancy in the 
number and quality of 
teachers 

Equal distribution on the number of 
teachers in elementary schools 
Increasing the number of teachers 
in secondary schools  
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Priority 
Area 

Rural vs Urban Amongst Districts Men and Women 

Problems Solutions Problems Solutions Problems Solutions 

Budget allocation to increase the 
welfare of teachers in isolated 
areas 
Provision of scholarship for 
teachers with Open University 
program 
Provision of education and training 
on learning methodology and 
development of competency-based 
curriculum  

  Implementation of 
KTSP (school-
based curriculum) 

Socialization and 
establishment of Education 
Committee in each school 

Implementation of 
KTSP (school-based 
curriculum) 

Socialization and establishment of 
Education Committee in each 
school 
 

  

  Low quality and 
competency of 
teachers 
 

1. Activation of Education 
Committee in each school 
2. Improvement of quality, 
competency and 
qualification of teachers 

    

  Low level of 
technology 
utilization 
 

1. Socialization and 
training on utilization of 
efficient & appropriate 
technology in rural areas 
2. Provision of efficient & 
appropriate technology 
according to the needs of 
community 

 
 

  

  Low quality of 
instructors / 
technical 
facilitator 
(farmers)  

Training and internship for 
instructors (technical 
facilitator) 
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Priority 
Area 

Rural vs Urban Amongst Districts Men and Women 

Problems Solutions Problems Solutions Problems Solutions 

  Lack of 
entrepreneurship 
mindset  

1.Curriculum of local 
content with materials on 
entrepreneurship 
2. Practice in implementing 
entrepreneurship 
Course on 
entrepreneurship with 
qualified mentor and 
assistance (facilitation) 

    

 
2 

Market 
development 

Unavailability of 
market 
information 

Activating and optimizing 
the promotion activity in 
Districts/Cities and access 
to rural areas 
  

Un-clarity of market 
for farmers and local 
entrepreneurs 

A government policy to develop a 
local excelled-product and 
‘facilitate’ market for local farmers & 
entrepreneurs in all over NTT  
 
 

Women work in 
the market, but do 
not have 
entrepreneurship 
soul/ business 
management 

Training on 
entrepreneurship with 
time selection according 
to condition (late 
afternoon to evening) 

Continuity of 
commodity  

1. One district/ city one 
product according to its 
potential (competitive 
advantage) 
The role of private and 
cooperative in marketing of 
production villages  

Limited land for 
business 

Intensification of business by 
optimizing processing process to 
increase the selling value of the 
product 

Women do not 
have technical 
skills in product 
processing (selling 
raw materials) 

Technical training on 
processing as well as 
assistance in form of 
supporting equipments 
package (ex. salt, banana) 

Transportation Improvement of 
transportation facility from 
production ‘pockets’ in the 
rural areas to the market 
(land and sea) 

No continuity of raw 
materials 

Improvement of technology for 
agricultural production 
Improvement of business scale 

Women sell 
monotonous 
product (there was 
no product 
development) 

Government provide 
instruction & facilitators 
(instructors) of business 
opportunity in village 
level continuously 

3 Access to 
finance 
 

Access to finance 
was difficult, there 
was no collateral 
& the practice of 
system ‘ijon’ 
(money lender) 
 
Ijon system: the 
system by which 
a farmer 

Establish micro-finance 
institutions 
Revitalizing and optimizing 
the role of KUD (Village 
Cooperative System)  
Socialization of ACCESS 
to KUR (kredit usaha 
rakyat – a loan package 
for SME )  

Low access to bank 
loans  

Easing the requirements for loan 
Empowering the credit guarantee 
institutions reaching to rural areas  
Provision of soft credit for business 
development  

Limited capital 
and to apply loan, 
women have to 
get permission 
first from their 
husbands  

Optimizing the 
community economic 
empowerment fund 
(PEM), adjusted to the 
type of government 

Women was 
smarter in 
managing finance 
than men, but 

Training on 
entrepreneurship & skill 
to develop business 
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Priority 
Area 

Rural vs Urban Amongst Districts Men and Women 

Problems Solutions Problems Solutions Problems Solutions 

mortgages the 
crop (for money) 
before it was 
harvested. 

men gain higher 
income from 
women 

4 Business 
Environment 

Infrastructure was 
not adequate in 
rural areas 

Giving priority in 
development and 
infrastructure improvement 
(electricity, water, road, 
port, communication 
facility)  

Limitation of 
infrastructure 
provision 

Provision of ‘basic infrastructure’ 
which support the development of 
local economic centers  

Lack of  
information on 
business thus 
products were 
made the same 

There should be 
dissemination of 
information on business 
from the lowest level in 
villages/kelurahan 
(keluarahan: 
administrative area 
similar to village level, 
under sub-district) 

  Regulations on 
industry were not in 
order  

Develop regulations in supporting 
investment 

 Empowerment of the 
current institutions (PKK 
– Family Welfare 
Empowerment) 

 
The participants came up with a large number of proposals for actions needed to address the identified problems, some of which are listed below. They strongly 
point to the need for forceful policies to actively promote and steer economic development, to foster the development of well-functioning and integrated markets 
and for government to become a driving force of economic development rather than just a facilitator of development. Some of the main proposals to this end 
included: 
 

 Mapping of local potentials and assistance with market identification 

 Development of technologies appropriate to NTT and dissemination of technology 

 Engaging the university to undertake research on critical development issues for NTT 

 Development of value added chains that create price stability, strong market linkages for farmers as well as employment and income opportunities 
outside agriculture 

 Promotion of cooperatives of farmers 

 Active support to the development of exports and the development of commodity and trade centres 

 Focus on regional development 

 Capacity development of policy makers 

 Entrepreneurship training, training in setting up and running businesses 

 Organisation of study tours / benchmarking to learn from others, including internships in manufacturing firms elsewhere in Indonesia 

 Provision of soft loans for local entrepreneurs 
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 Establishment of a regular dialogue between government and the private sector 

 Investments in infrastructure 

 Improving the incentive structure for government officials to actively support policy implementation 

 Agro-processing, fishing and cultivation and exploitation of marine resources (e.g. fish, pearls, seaweed, salt), cash crops such as cocoa, vanilla and 
cashew nuts, tourism and mining (manganese and marble stones) were identified as niches with large development potentials. To exploit these potentials 
there would be a need for support with technology for farming and processing, the creation of an integrated feed industry (e.g. for cattle), the promotion of 
GEMALA (Gerakan Masuk Laut = Let’s enter the sea), an improved infrastructure and a strengthened collaboration with external actors. 
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A4.  The employment diagnostic tree in Nusa Tenggara Timur 
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