The views expressed in this material are the views of the author/s and do not necessarily reflect the views or policies of the Asian Development Bank,

ADB or its Board of Governors, or the governments they represent. ADB does not guarantee the accuracy of the data included in this presentation and accepts
no responsibility for any consequence of their use. The countries listed in this presentation do not imply any view on ADB’s part as to sovereignty or
independent status or necessarily conform to ADB’s terminology.

SERD Policy Network Workshop

«
“Measuring the Impact of COVID-19” ( ) ¢
9-10 November 2020 ‘

Session 3: Impact of the Pandemic on -~
Labor Market Outcomes and Opportunltlei

Sani Ismail



Iy _ - |
77 Outline of Presentation

« Government’s Fiscal Response & Disbursemernt Rates (2-3)

« Government’s Programs to Address Unemployment i) Pre-employment
Card (KPK) and ii) Wage Subsidy (3-4)

* Legislative Revision: Omnibus Law (Job Creation Act) (1)

« ADB’s JobStart Program (1)

Source: Ministry of Finance.
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77 Public Health & PEN: Budget Structure

Public health program:

» Perpres 72/2020.

MSME INCENTIVE

Budget: $7.7 Billion

SOCIAL ASSISTANCE

Budget: $16.4 Billion

ENTERPRISE INCENTIVE

Budget: $8.1 Billion

SECTORAL & REGIONAL

Budget: $4.6 Billion

CORPORATE FINANCING

Budget: $4.2 Billion

COVID-19 TOTAL BUDGET: $46.7 Billion

Source: Ministry of Finance.

Control the spread of
COVID-19 pandemic and
provide better treatment for
patients

PEN program:

Soften the shocks to poor
and vulnerable households.
* via cash transfers
» protecting jobs
Countercyclical fiscal policy
to jump-start the economy.
« taxincentives
« credit financing
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7 Disbursement Rates October 2020

Budget disbursed

Public health
Social assistance
Sectoral & regional

MSMEs incentive

|‘|||

Enterprise incentive

Corporate financing | 0.00%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Source: Ministry of Finance. .
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- Government’s Labor Market Programs:

Pre-employment card/ Kartu Pra Kerja (Original design)

N o0
ot

“ ‘\ Citizens
i
Below 18 il

years ! 1L

; Not in education/
Training

—1 Conditions ’7

Source: Coordinating Ministry of Economic Affairs

Benefit

Training Allowance
$300

Incentive

Job Search
Allowance $35

Effectiveness Survey
$3.3x3=8%10

Original budget
$1.3 billion to benefit
2 million beneficiaries
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- Government’s Labor Market Programs:

Post COVID Pre-employment card/ Kartu Pra Kerja (COVID-19)
Presidential regulation 76: redesigned to semi-social assistance program

Revised budget

Online Training $2 billion to benefit
-‘ Allowance $70 > 5 million
5 Looking for employment beneficiaries
, |ncentive > for 5th'6th dOCile
AlLP;. Laid off employees

Subsistence

Employees who require Allowance $42 x 4

upskilling including: months = $168

1. Furloughed Effectiveness Survey

2. Informal employees/ $3.3x3 =810
MSMEs

Source: Coordinating Ministry Economic Affairs



Yy Government’s Labor Market Programs:
V7 Wage Subsidy — September 2020

Requirements

‘ / m Citizens of Indonesia m Monthly salary below $350

Registered with social assistance _
employment program until June 2020 m Active bank account

(ketenagakerjaan BPJS)

Formal employees

Allocation of $2 billion and have benefitted
12.4 million employees

Direct transfer of $42 x for 4 months
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~ Government’s Labor Market Programs

Wage Subsidy: Implementation Challenges

+ Must be linked to employment, not just social assistance
«» Data completeness

+ Delays in bank processing and reporting

+ Invalid account numbers and delays in receiving payment

» Informal workers?
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Jobs Omnibus on Labor Regulations: Comparison of Details

Jobs Omnibus
Work Status 2003 Labor Law

. T Feb Draft Final
v" Revised 73 existing laws . ———
- Applicable only for indefinite
term contracts Unchanged
v For Iabor market main Objective iS Probationary period - First three months Unchanged
’ - Disinissaissossibi Probation not a valid reason for
to lower cost of labor market to iSmisalsposble fititie
1 1 H - - J A - ‘k 1 i
Increase forelgn investments Fixed-term contract ?\‘h)t applu{ablc 4101 N O,I, that Removed <Reta1‘n§fl ; i
(Beriavijian korit is by nature permanent (but poorly enforced in past)
. waktu tertentu or - Permissible for 3 years max Removed (no max limit)
v : :
Passgd by parllamgnt on 5 October PKWT") e PP————
and S|gned by PreS|dent on 2 - Dismissals require 3-step o 3 steps retained, including
November process s bipartite negotiations
- Dismissals for rules violations
] Todekssie ferm require 3 warning letters at Removed
v For labor market, key ISsues contract 6-month intervals
include increase flexibility and N . i Finite — but with clause
- Finite permissible reasons for E ded enabling employer to insert
reduce severance pay from dismissals Xpande reasons for dismissal into a

contract

Employee who has worked 8-9 years can get up to 24.2 months compensation (3 highest). Increase
to 32.2 months for 24+ years service. Omnibus law removed relocation fees of 15% and doubling of
severance pay. Results in reduction of 13-57% of cost when employees are terminated. ADB




START: DISNAKER

ADB'’s JobStart Program

REGISTRATION AND
CLIENT SSESSMENT

\ 4

END: EMPLOYER

LIFE SKILLS TRAINING
+ CAREER GUIDANCE (face to face)

\ 4

JOB MATCHING |

'

REFERRAL FOR INTERVIEWS
WITH PARTNER EMPLOYERS

Job Ready?

WAGE EMPLOYMENT

ALTERNATIVE EXIT
PATHWAYS
Out of Unemployment

END: EMPLOYER

WAGE EMPLOYMENT

EMPLOYMENT
¢ YES NO > COUNSELING
l (Group Work)
< INTERNSHIP < JOB MATCHING I
TECHNICAL PR
PP 45/2019 TRAINING




