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Foreword

Indonesia is well placed with its growth trajectory. It is the fourth largest in
East Asia and the world’s tenth largest economy in terms of purchasing power
parity. The Indonesian economy has shifted from heavy dependence on the agri-
cultural sector to the services and industry sectors. This shift has been accom-
panied by changes to employment generation, education, productivity and real
wages growth. Indonesia has a long-standing relationship with agencies such as
the UNDP, the ILO and NGOs and is working towards the development of an
institutional and legislative framework to support decent work and programs to
develop infrastructure and generate local jobs.

I invite you to share the knowledge in this book, which succinctly brings
together the themes of Indonesia’s human development by examining specific
contexts such as regions, industries, enterprises, professions and skill groups. The
book covers with deep insight issues linked to human development, such as the
transitioning from education to employment, skills development, the impact of
the fourth industrial revolution encompassing digitalization and the position of
women in developing economies.

The Honourable Professor Dr. Pratikno, MSocSc
The Minister of State Secretariat of the Republic of Indonesia
Jakarta, Indonesia
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4 Building a sustainable rural
workforce in Indonesia

Bulan Prabawani and Hari Susanta Nugraba

Introduction

Rural workforce sustainability is becoming and will continue to be a critical issue
not only for Indonesia, but also globally (Thiede et al., 2016; Chen et al., 2018;
Belton and Filipski, 2019). Indonesia is an agricultural country with abundant
resources and fertile soil. It also has a history as a producer of commodity exports,
including rubber, tobacco, sugar cane, tea and coffee. The contribution of this
sector to GDP was IDR 80,035.8 billion in 2019 (Trading Economics, 2019).
But the International Labour Organization (ILO, 2019) notes that employment
in agriculture from total employment in Indonesia shows a decrease. In Indo-
nesia, the share of the rural population shows a decline; the population in rural
areas in 2017 was 50.2% of the total population. It is predicted to continue to
decline to a 33.4% share in 2035 (BPS, 2013). Moreover, the population work-
ing in the agricultural sector was 50% in 1991; it was 30% in 2018. The majority
of agricultural sector workers are aging (Susilowati, 2014; Thurlow et al., 2019)
and no longer work as farmers, but as share farmers or farm labourers (Chand and
Srivastava, 2014; Guo et al., 2015). In an effort to improve the contribution of
the agricultural sector, education is often deemed a pathway to a better future for
rural youth and for the rural sector. However, agricultural education and train-
ing in general has not generated a new generation of professional farmers. Many
graduates of the Agricultural Institute actually do not become farmers or work
in the agricultural sector. Agricultural graduates tend to be more involved in the
trade and processing of agricultural products in urban areas. Hence, a discussion
of developing a sustainable rural workforce in Indonesia is required to support
this key sector and also to support rural development. To address this issue, the
chapter is structured as follows: a) Indonesia’s agricultural sector and its contri-
bution to the economy, b) the Indonesian agricultural workforce, ¢) outlining the
concepts of migrant risen rural migration and pluriactivity, d) workforce develop-
ment schemes and ¢) social partnership, followed by a conclusion.

Indonesia’s agricultural sector and its
contribution to the economy

The agricultural sector has an important role in the Indonesian economy, e.g.
on economic growth, meeting the food supply, foreign exchange earnings and
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employment. The agricultural sector is an important provider of raw materials for
industrial needs, particularly the food and beverage processing industry (agro-
industry). The agricultural sector is also a major pillar in sustaining the country’s
food security through its contribution to the sufficiency of consumption of the
majority of the Indonesian people, especially in food supply (Sugiartawan et al.,
2013).

The industrial and service sectors have increasingly contributed to Indone-
sia’s GDP since 1965. The industrial sector contributed 13% to GDP in 1965,
and this increased to 40% in 2017. Likewise, the service sector contributed 36%
in 1965 and 46% in 2017. In contrast, the contribution trend of the agricul-
tural sector continues to decline, from 51% in 1965 to 14% in 2017 (Indonesia-
Investments, 2018). Prices for agricultural products have been stagnant, with
a study by Prabawani et al. (2019) in rural communities in South Kalimantan
showing that the prices of agricultural products have declined, while the prices
generated in the industrial sector have continued to increase. This keeps wages
and incomes for the sector low and encourages labour to move to the cities in
search of waged jobs in the manufacturing and service sectors.

However, the Ministry of Agriculture has noted the increased value of agri-
cultural exports, with the value of Indonesia’s agricultural exports to China in
2018 reaching US$4.025 billion, almost doubling exports of the previous year.
According to Sumodiningrat and Kuncoro (1991 in Bahri and Paman, 2012),
the agricultural sector is an important source of growth in terms of providing
both raw materials and food, as well as purchasing power for products produced
by other sectors. In addition, growth in the agricultural sector, as well as in the
rural non-farm economy, is needed to reduce rural poverty and narrow the gap
between rural and urban regions (Aswadi, 2017).

Indonesia’s agricultural workforce

The public perception of the agricultural sector is of food crops, plantations,
forestry, livestock and fisheries. The work is considered poorly paid, dirty
and monotonous (Rye, 2006; Pratley, 2008; Thissen et al., 2010), However,
information technology developments, the emerging software and the plat-
form economy, technological advances and the emergence of the Y generation
(millennial, technology literate, innovative and visionary) provide opportunities
for the transformation of the agricultural sector. This is beginning with the emer-
gence of a number of product-based start-ups and agricultural products, such
as Angon.id and Eragano (financial technology to access development capital),
BlumbangReksa (pond water quality control platform), Ci-Agriculture (weather
analysis platform, soil sensor and satellite imaging) and eFishery (automatic fish
feeder) (Pham and Stack, 2018).

The start-up businesses provide farmers access to new services and products
and attract a new workforce, especially the Y generation (even the X genera-
tion, who also have information technology literacy, and the next generations,
namely Z and Alpha) (Milone and Ventura, 2019). Start-up businesses must also
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be directed at creating quality, quantity and sustainable products. However, start-
ups must have the support of various parties so as to realise a sustainable rural
workforce, through the fulfilment of the need for a scheme of human resources
development in the agricultural sector, social partnerships and innovation and
technology (Rotz et al., 2019). The development of a sustainable rural work-
force requires an interlinked system, considering that the challenges and demands
of this sector are increasing with the threat of climate change, increasing food
prices, water management, biosecurity, productivity and high competitiveness
(Baumann et al., 2008; Pratley, 2008; Goyal et al., 2017).

Rural migration and pluriactivity

Internal and international migration is an opportunity as well as a threat to
regional economies. Migration is an opportunity to contribute to development
in the destination area, but it would also be a threat if there was no integra-
tion between migrants and local residents, which, in turn, would disrupt social
cohesion and potentially lead to conflict. In Indonesia’s agriculture sector,
migrant risks occur concerning regional movement as well as the type of work.
Migration is closely related to pluriactivity: that is, looking for sources of family
income outside the agricultural sector and the region, both as part-time jobs
and as a form of business diversification (Anjos and Caldas, 2007; Loughrey
et al.,, 2013). This phenomenon is often found among low-income farmers
attempting to find additional income (Anjos and Caldas, 2007). Examples of
farmer diversification in Indonesia include rice milling, livestock management
and commodity trading.

Analysis of worker mobility (BPS, 2016) reveals that there has been increased
migration in a number of urban areas in Indonesia, especially into the cities
in West Java, Central Java and DKI Jakarta, where the characteristic incom-
ing migrants are males (70%) between 20 and 39 years old (60.8%), and the
work target sectors are trade, restaurants and accommodation services (29.8%)
and social and individual services (21.1%). In contrast, the level of open unem-
ployment in rural areas increased from 3.72% in 2017 to 4.04% in 2018 (BPS,
2018). There is a population flow out of rural areas to large cities; at the same
time, farmers are forced to seek second jobs, and the unemployment numbers
have slightly increased. The absence of attractive employment opportunities in
the agricultural sector and in rural areas drives a brain drain (mobilisation of pro-
ductive and educated workers from rural areas to cities) (Pratley, 2008; Wiratri
etal., 2017). Similar shifts in the rural /urban population and labour force occur
in developing countries and developed countries, such as in Australia (Pratley,
2008; Li et al., 2014), Romania (Iorga, 2017) and Canada (Baumann et al.,
2008) in the health sector and in the US for the agricultural sector (Gibbs et al.,
2005; Thiede et al., 2016), which has difficulty getting reliable, skilled and hard-
working labour (Pratley, 2008). Policy makers need to set an agenda to increase
the mobility retention of skilled workers and provide employment opportunities
in rural regions.



46 Bulan Prabawani and Hari Susanta Nugraba
Workforce development schemes

Workforce development programs are an effort to meet the needs of the work-
force through changes in attitudes, culture and individual work capacity that are
directed towards meeting current business needs and influencing future employ-
ment. Workforce development is not limited to value and capacity development,
but also includes the sufficiency of workforce numbers. It is essential to maintain
workforce retention with adequate workforce development. In contrast to short-
term work training and urgent needs, workforce development involves long-term
planning and the development of soft skills (Jacobs and Hawley, 2009).

Knowledge is also an important key to rural workforce sustainability, espe-
cially in increasing productivity and competitiveness, along with an increase in
food prices. The agricultural sector is considered to have an innovation short-
age with the threat of climate change; thus there is an increase in demand for
farmers’ competences and professionalism (Baumann et al., 2008). Education in
rural regions is related to skills development and technical knowledge generation
(Rivera and Gary, 2008).

In order to support rural areas and agriculture, the policy of the Indian govern-
ment can be used as a reference. The Indian government aims to double farmer
income by 2022 through increasing farmer productivity. Efforts made include
improving the quality of the supply chain; developing a social partnership, espe-
cially between farmers, governments, companies and buyers; developing digital
analytics and business and providing funding and insurance (Goyal et al., 2017)

Young persons have no desire to be farmers (Poole et al., 2013; IFAD, 2011).
In addition, the public’s interest in learning agriculture through formal educa-
tion tends to be limited (Poole et al., 2013). The emergence and increasing
number of start-ups in the agricultural sector have been able to change the com-
munity’s mind-set, especially that of young people, from thinking of agriculture
as a sector that is not attractive and left behind to considering it a sector that has
opportunities for innovation and harnessing information and communication
technology (ICT).

Workers in the agricultural sector can be grouped into pre-employment work-
ers (students), farmers, institutionally supported personnel and people transition-
ing to re-employment; each group requires different knowledge, approaches and
training (Rivera and Gary, 2008):

1  Pre-employment workers (those in education) require a formal education
that has an agricultural component.

2 Farmers need assistance and training, market development and information
and communication technology to upgrade their skills.

3 Institutionally supported personnel (job seekers) need training, counselling,
agricultural in-service training, distance learning and certification.

4 Pecople transitioning from agriculture (and elsewhere) to re-employment
require vocational education, further study, distance learning and
certification.
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Through formal education, almost every high-ranked university in Indonesia
offers agricultural education programs, such as Bogor Agricultural Institute,
Bandung Institute of Technology, Gadjah Mada University, the University of
Indonesia, Diponegoro University and Airlangga University. However, the pro-
grams attract low enrolments and are not seen as a means to a career. The gov-
ernment needs to improve the promotion of agriculture as a career in order to
climinate the negative perception of the sector, which is less attractive in terms of
compensation and career paths (Rivera and Gary, 2008). The curriculum needs
to offer knowledge that provides solutions to the real problems of farmers and the
development of agricultural technology and products. Education programs are
usually limited to conventional agriculture and agribusiness and do not include
information technology, artificial intelligence marketing and business.

Through non-formal education and rural extension, services for farmers and
regions need to access knowledge-transfer services (Rivera and Gary, 2008). This
non-formal education mechanism has been carried out in Indonesia through the
implementing Agency for Agricultural, Fisheries and Forest Counselling Edu-
cation (Jacobs and Hawley, 2009). Some of the activities carried out include
developing competencies and partnerships, synergising agricultural institutional
functions and improving soft skills. Extension activities include technical meet-
ings, field meetings, leadership and entrepreneurship training and the develop-
ment of agribusiness business models. However, updating and restructuring of
agricultural extension services is required to meet new challenges and oppor-
tunities, including drought mitigation; climate change; water use; animal care;
and business, marketing and IT competencies (Pratley, 2008). Online lectures or
webinars for delivery have the potential to reach a wider audience.

Infrastructure and facilities are important in workforce development because,
in the era of the internet and technology, the government has developed an
online-based sharing application as a medium to address farmers’ questions to
government agencies. Questions linked to agricultural drainage, pest attacks,
water management, bio-hazards, fertilisers, crop selection, animal husbandry and
marketing can be handled through online portals. However, without adequate
access to information, communication and technology (ICT) infrastructure;
without training in the use of ICT; and without software access, the potential for
communications, information sharing and skill development is limited.

Social partnerships

Partnerships are an important means of improving innovation in the agricultural
sector by emphasising the objectives, governance and composition of partner-
ships. A partnership can take the form of social learning, case study, research,
funding, innovation and technology adoption, access to knowledge and mar-
ket and publicity (Hermans et al., 2019). Social partners can include farmers,
industry, professions, public authorities, local communities, NGOs and educa-
tion institutions. Through partnerships, local social capital can be extended and
improved.
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A polycentric policy is needed, especially in the era of regional autonomy in
Indonesia, because each authority has a local development plan for each region.
Each region needs to have a blueprint and milestones in the development of the
agricultural sector and other related industries. Government participation is also
needed to create consensus and innovation spaces. Consensus space is a mecha-
nism for sharing ideas, supporting each other and promoting products. Like-
wise, innovation spaces, such as incubators, technology transfers and research
and development centers need to be developed by the government (Prabawani
et al., 2017). With the government’s active role, it is expected that there will be
professional societies funding and leading the research that develops the agricul-
tural sector. Partnerships can address the five main problems faced by farmers in
Indonesia; land tenure; distribution barriers that limit the availability of fertilisers,
seeds and pesticides; funding access that causes dependence on money lenders;
weakness in the bargaining power of farmers’ associations; and low levels of edu-
cation and training (Dao, 2009).

The government, through the Public Service Agency, can provide credit for
agricultural equipment and machinery with the aim of modernising and increas-
ing productivity. There is a special financing scheme for the Combined Farmers
Group to promote farmer participation.

Informal networks are needed because land management is related to com-
munities and local authorities with central authorities (Koopmans et al., 2018).
Cooperation is needed in the agricultural sector, primarily to strengthen the bar-
gaining position of farmers with their business partners. In conditions of high
dependence on middlemen (Tambunan, 2005; Cahaya, 2015), farmers need to
have joint power. This power will encourage more profitable pricing for the farm-
ers, not the traders or middlemen. Collaboration between farmers in the form
of farmer groups is also needed to get adequate assistance and coaching facilities
from the government. This is important because some government assistance is
intended for farmer groups, not individual farmers.

Programs that have benefitted and advantaged farmer groups in Indonesia are
cooperation in the planting process, called collective farming; savings and loans
for members with funds sourced from the government budget; and collective
selling and buying, intended to eliminate middleman roles. In addition, farmer
groups also have communal storage; thus, agricultural products can be handled
better in order to maintain their quality and provide equipment rentals and pest
eradication service (Indrawati, 2014).

There are a number of national and international non-governmental organisa-
tions (NGOs) in Indonesia that have concerns about farmers, the agricultural
sector and related issues. These include the Center for Indonesian Policy Studies,
which highlights the low interest of the young generation in farming; Rikolto
from Belgium, which seeks to connect farmers with food industry innovators
in Africa, Asia, Europe and Latin America; and Farmers’ Centers, which have a
focus on reorienting agriculture for sustainable development. In general, NGOs
work by assisting farmers or farmer groups, criticising government policies for the
benefit of farmers and providing marketing access and funding for farmers. The
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NGOs in Indonesia have been effective in assisting farmers and related sectors
in nature conservation (Atmodjo et al., 2017; Hadi, 2018) and encouraging the
private sector to develop CSR-based programs (Simon and Frederik, 2009), so
farmers have better knowledge and development access.

There are at least 25 state-owned enterprises (SOEs) in the agricultural sector
in Indonesia. For example, Perum Kehutanan Negara (Forestry Corporation),
Perum Perindo (Indonesian Fisheries Corporation), Perikanan Nusantara (Fish-
ery Corporation), Pertani (Agriculture Corporation) and Perkebunan and Nusan-
tara (Plantation Corporation). In addition, there are others SOE in other sectors,
such as Bank Mandiri, Pupuk Indonesia, BNI, BRI and BTN, that participate in
developing the agricultural sector by providing coffee-processing machines, corn
shellers and rice milling units, as well as providing credit and establishing Bum-
Des (corporations at the village level). However, SOE contributions cannot be
specifically identified because the facilitation and guidance of the agricultural sec-
tor usually involve various parties at different levels. This means that companies
owned by the government partner with farmers to support technology access,
improve production techniques and provide access to funds.

Conclusion

Despite population loss to cities and significant efforts to encourage innovation
in the agricultural sector through field counseling and extension officers, Indo-
nesia still needs to develop skills, improve education and offer technical and pro-
fessional services to agriculture. The existence of education extension services in
the agricultural sector is important towards modernising agriculture. Emerging
partnerships offer the potential to access finance and skills that were previously
lacking. There remain challenges such as poor infrastructure, low levels of skills
and education and the ongoing loss of young talent to urban areas. Developing
services and skills is necessary for rural sustainability, but so is providing employ-
ment to retain skilled workers and professionals. The government and the part-
ners need to develop agro-based start-up businesses so young generations are
interested in pursuing the agricultural sector as farmers, processors of agricul-
tural products and marketers. BumDes (corporations at the village level) can be
catalysts for more professional management of the agricultural sector business to
provide higher profit and appeal. The program is essential to change the mind-
set that the agricultural sector is a marginal business; it can be a prevalent and
prosperous business with the involvement of technology and ICT.
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