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Abstract

The purpose of the paper is to examine the rationale of current institutional and governance
structure and the roles of various public and private agencies involved in this process. The paper
found that drawn by lucrative profits the industry has attracted many entrants which intensify
competition among sending firms. The most obvious change brought by this development is the
increase of recruitment costs. This has also affected the supply-demand imbalances which in turn
has profound impacts on the distribution of values (rents) in the industry. Some of the increase in
recruitment costs can also be attributed to the introduction of the law 39/2004 which formalizes
the role of local recruiters (brokers) though it also provides some protection to workers. But the net
benefits may not be great since sending firms can always shift the burdens to workers through salary
deductions in the first few months of working contracts. The effort to create a new independent
agency as mandated by the new law to provide implementing service, coordination and monitoring
of international migrant workers has yet to bear fruit. A clear division of labor is needed, but due
to the huge rents involved this may need political intervention from the highest level of government.

JEL Classifications: J61, O17

Keywords: Indonesia Migrant Worker

1. Introduction

As in any other sending countries, migra-
tory pressures and domestic conditions relat-
ing to employment and income in Indonesia
are closely linked. Since the economic crisis
in 1997, Indonesia has faced difficulties to alle-
viate massive unemployment especially in the
formal sector with the natural consequence of
the increased activities in the informal sector
both in rural and urban areas alike. With an

IThe authors acknowledged generous funding pro-
vided by the World Bank, Washinhton DC.

Email address: arik@cbn.net.id (Ari Kuncoro)

annual growth rate of 3.5-4 percent since 2000,
which is lower than the average growth rate
of 7.5 percent during period before the crisis,
Indonesia is having hard time to solve the un-
employment problem and to provide jobs for
new entrants in the labor market In this pa-
per we examine study Indonesias regulatory,
institutional and governance structure of the
Indonesian cross-border labor migration. The
purpose is to asses the rationale of the current
institutional and governance structure and the
roles of various public and private agencies in-
volved in this process. The objective is to gain
insight into the process. First, the purpose of

1
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the study is to provide analysis of the role gov-
ernment in supporting and developing the gov-
ernance of labor migration. It is interesting to
asses the government objectives or preferences
in international labor migration, how active the
government in implementing policies to achieve
these objectives, and how successful they are.
The objectives could be one or more of the fol-
lowings: to export labor, to encourage of more
skilled or unskilled workers, encouraging or dis-
couraging migration of female workers, focus-
ing on certain markets. The potential conflict
of interest could not be discounted which is re-
flected in the present regulatory and institu-
tional framework governing international mi-
gration.

Next is to examine policy instruments that
have been used to achieve these objectives for
example rules, levies and fees, training and ed-
ucation programs etc, and how these benefit or
put burden on parties involved: public and pri-
vate agencies and migrants. If public agencies
manage all of this, how these revenues are used
to provide services for migrants. One inter-
esting question is how these regulations affect
costs for migrants. In particular what are the
costs of job search and placement fees taking
into account the opportunity costs in terms of
time and foregone earnings. Do they differ by
the migrants destination, occupation and gen-
der?

The roles of private and public institutions
such as recruitment agencies and brokers; Min-
istry of Manpower, Foreign Affairs and Secu-
rity as well as other supporting agencies have
been critical in shaping the market or indus-
trial structure of the Indonesian migrant in-
dustry. In particular we are interested to ex-
amine how the structure of the industry affects
the well being of migrants. From the indus-
trial organization point of view, the bargaining
positions of migrant vis--vis other players in
the industry. Whether the industry is compet-
itive or dominated by only few firms will influ-
ence the leverage of migrants and consequently

the distribution of rents across industry. The
relationship between the government regula-
tory agencies and private firms involved in re-
cruiting and sending migrant labor is another
important element in this governance struc-
ture. For this purpose we use information from
our field works to three villages in Kabupaten
Malang, East Java province: Gondang Legi,
Turus Trenyan and Arjowilangun.

Finally given the present institutional and
governance setting of the migration industry,
the most important question is what types of
reforms are needed. Whether these reforms will
be successful will depend on the nature of this
industry. At present there are two issues, a
systemic one such as imbalances between the
supply and demand for migrant labor and im-
plementation weaknesses like the quality of pre
job training.

1.1. Methodology

The methodology is combine the literature
on existing studies on cross-border migration,
regulations with interviews with 20-30 key indi-
viduals on the migration issues and small sam-
ple surveys with migrants and potential mi-
grants. There will be no quantitative study
employing econometric technique.

The study attempts to quantify the distri-
bution of rents at each stage (player) in the in-
dustry. For profits obtained by firms the study
relies on interviews with association, represen-
tative firms and BNP2TKI. Rents extracted
from the industry both legal and under the ta-
ble are inferred from interviews with sending
firms and NGOs. Finally how much incomes
earned by migrant workers are calculated from
the field interview with prospective migrant
and ex-migrants.

2. Structure of the Industry

Structure of the Indonesian migrant indus-
try has evolved from oligopolistic in the late
1980s and the early 1990s to near monopolistic-
competition in 2004.This is reflected in the
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Table 1: List of Key Stakeholders for Interview

Group Sub-group Remark

I. Government of Indonesia 1. The Ministry of Manpower
and Transmigration

Office of Overseas Employment
Empowerment

2. BNP2TKI
3. Local manpower offices District level

II. Private sector 4. Employment recruitment
agency in city (PPTKIS private
recruiters)

As employment recruitment
agencies are located in the big
city, it is usually local village
sponsors that are recognized
by the migrants. Local village
sponsors play an important
role in the processes of labor
migrants recruitment, e.g. with
financial assistance (Firdausy
2005)

5. Inner sponsor and local vil-
lage sponsor
6. Indonesian Manpower Sup-
pliers Association (IMSA)

III. Community 7. Village leaders
8. Local community groups

IV. NGO 9. Migrant Care
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number of firms which increased sharply from
around 100 in 1990s to around 500 in 2009.
The industry is fairly concentrated about 100
firms hold about 70 percent of the business.
These firms are privately owned. It is not clear
if there are any significant links between the
ownership of these firms and government offi-
cials regulating this industry. But active mem-
bership of these firms in at least one of the
existing 5 associations and active lobbying by
associations against government policies detri-
mental to the business, suggest that they are
not or at least remotely linked to government
officials. The biggest and the most active asso-
ciation is APJATI which has about 200 mem-
bers.

Besides serving as lobbyist representing the
industrys interests, these associations also act
as a barrier entry, particularly discouraging the
entry of firms with little capital. These semi-
formal firms are often called kakilima which lit-
erary means street vendor1. Fraudulent prac-
tices are more commonly committed by these
firms2. They do not have facilities like decent
offices, training centers and holding facilities.
These firms offer little training to prospective
migrant workers. To cut costs these firms tend
to take shortcuts in the process and falsifying
documents. To give one example, the length
of training is often only one day or two. Ac-
cording to the association, for adequate skill as
domestic helper would require 200 hours train-
ing for inexperienced workers who have never
been abroad, while for the experienced one the
duration is 150 hours.

This type of firms exists because there is
market for this. For poorer migrants the issue
is a choice between becoming legal versus illegal

1Ministry Ruling in 2009 based on the Law 39/2004
requires every private recruiter to have a training center
after the start of the firm operation. At present about
100 members own training facilities, while the rest rent
from other member possessing it.

2For bigger and more established firms fraudulent
practices are not worth of taking. The penalties are
stiff and carrying jail term and hefty fines.

ones. Being a legal migrant for many people is
the safest choice from the legal standpoint be-
ing able to defend their right when there is a
labor dispute. But the costs in terms of money
and delays could be prohibitive eating up into
the expected wages as legal migrants - such
that the wages differential is no longer attrac-
tive. So being illegal may be a rational choice
for migrants.

2.1. Sending Firms (PPTKIS)

Over the course of two decades since the mid
1970s, attracted by huge profits and relatively
less regulations, many firms have joined the fry
as well as many other rent seekers both private
and public. Predictably, the profits have de-
clined from between USD 1000 to USD 1250 in
the late 1980s and the early 1990s, to USD 700
in the early 2000a and in recent years between
USD 100 to USD 300 per unit migrant sent (ta-
ble 2). Sending firms has attempted to make
up for the difference by sending more workers,
but as it will be apparent later it is not easy
due the shrinking labor pool due to the age lim-
itation. Profit per worker varies between coun-
tries of destination3. Sending people to Middle
East countries is more profitable, although the
air ticket is more expensive due to the longer
distance involved, the profit is stable around
USD 200 to USD300 per people sent abroad
and sometimes if the demand is exceptionally
high it can reach USD 5004.

The decline of profits comes not only from
the rising number of players but also due to var-
ious government regulations which have raised
cost which cannot be passed fully to migrant.
Most of the cost increase is the requirement to

3Sending firms obtain orders from various sources
but the internet has become the most important source
of information. A firm usually sets up website to pro-
mote itself. For the mid east countries however personal
visit is still important to establish business relationship.

4Airfare dramatic increases after 2004 also con-
tributed to the decline of profits per unit worker. At
the same time job order fee remains flat.
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establish branch in rural cities to recruit work-
ers. This however does not deter new firms
from venturing into the industry. The reason
is the growing demand of domestic helpers in
the Middle East countries, East Asia notably
Hong Kong and Taiwan and Southeast Asia
(primarily Malaysia and Singapore). Due to
these as well as competition from other send-
ing countries job order fees tend to be flat.
Many of new entrants are small, often informal
and almost having no adequate training facili-
ties. Falsifying documents are common in this
type of firms. Many illegally serve as extension
of foreign agents seeking to reduce cost of re-
cruitment through bypassing legitimate domes-
tic firms. The Law 39/20-04 increases the cap-
ital requirement for a sending firm from IDR
700 millions to IDR 3 billions. The official ex-
planation is to prevent irresponsible small firms
to enter the market. The most logical explana-
tion is that the continuous erosion of profits
has prompted the association to lobby govern-
ment for higher barrier to entry. The increase
of the number of firms by about 5 folds only in a
decade is a phenomenal one, which signals how
lucrative the industry has been despite ever in-
tensifying competition. Even without effective
barriers to entry, there will be many years to
come before a saturation point is reached.

Arnold (2007) has advocated to lower bar-
rier to entry to put firms in the industry to
more competition. This however should be
done with caution. Without entry barriers new
entrants tend to be small and less willing to
spend on training facility and tend to shorten
the mandatory training period to cut costs.
This unhealthy competition would undermine
other firms that follow the book, which may in-
duce them to follow similar suit. Besides sacri-
ficing the quality of training, unhealthy compe-
tition could also be potentially detrimental to
migrant at the bottom of the pyramid through
the other way. If the profits are pushed too
thin near firms reservation profits, then firms
could always shift this burden to workers. Now

migrant workers no longer have to pay IDR
1 million but in exchange workers will have
to forgo their salaries in the first few months.
Although the main motivation is to improve
the quality of migrant workers as requested by
some receiving countries (notably Saudi Ara-
bia and east Asian countries like Hong Kong
and Taiwan), the mandatory training period
can also be viewed as a way to discourage
small firms to enter the industry by rising entry
barrier through regulation as well as Recently
this regulation has been further strengthened
by the newly installed labor minister not only
requiring every firm to possess training facil-
ity (Balai Latihan Kerja) but also it must be
properly staffed with instructors. Like a proper
training it must also be equipped with train-
ing material, tool kits of competency test and
living accommodation which are not cheap by
any means. But the lack of reinforcement by
the government may make this barrier to entry
less effective than the minimum capital require-
ment.

One reason why barrier to entry is no longer
effective is because the entry of illegitimate
firms into the industry. An attempt to formal-
ize brokers with the Law 39/2004 is only par-
tially successful. Attracted by high incomes,
the competition among brokers is become more
intense as more and more people choose this
profession. But the legitimate and formal firms
cannot absorb all of these. These unabsorbed
brokers or PL then set up clandestine firms
with financing from foreign recruitment agents
who are eager to bypass domestic legitimate
firms. As a cover these firm can operate as
travel agents, transportation agency and so on.

These illegitimate firms usually send workers
to Malaysia. Having no proper licenses, these
firms tend to falsify document just to get mi-
grant workers across the border. Once they
arrive at the other side of the border there will
be agents to make them legal and send them
to requesting parties. These illegitimate firms
are in direct competition with the legitimate
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Table 2: The change of the industry

1990s After the Law 39/2004

Market structure Oligopolistic More competition
Number of firms 100 500
Profit per migrant worker USD 1000-1250 USD 100-300

Source: interview with APJATI

senders that forge mutually beneficial relation-
ship with foreign firms. Why illegitimate firms
do exist after all? Surely there are profits to
be made. The illegal channels can be more
profitable than the costly formal relationship.
This is more of a problem with Malaysia be-
cause of the porous border. There is no official
number of how many migrants securing jobs
directly with employers or firms overseas. But
a interview with the APJATI association gives
a number from approximately 4 million mi-
grants workers in Malaysia, about 1.8 million
or 45 percent have illegal status from the In-
donesian standpoint.

Although the country since 2008 has the hu-
man trafficking law that specifically prohibit
the trafficking of illegal and under age workers,
due to its secretive nature of their operation,
the government can do very little to stop them.
Police from time to time set up roadblocks
and conduct patrols and covert actions to stop
them but it is not really effective. In the field,
what they often encounter is the transporta-
tion of workers from legitimate firms. Since
the new law contains stiff penalties for illegally
transporting workers, these are subject to po-
lice search5. All legitimate documents become
useless when police search the convoy. So de-
spite possessing all necessary documents, these
chases almost always end up with bribes. For
an illustration, for a train trip transporting 40
workers from Malang East Java, to the capi-

5The law of Trafficking of 2008 carries the maximum
penalty of IDR 5 billion for transporting illegal workers
as well for recruitment of underage workers.

tal city of Jakarta, a firm must set aside IDR
1 million. About IDR 500,000 will be paid to
station officials, while the rest is paid to street
patrol/police in the short trip from the train
station to the company headquarter. This ef-
fectively will increase firms cost which in the
end must be borne by migrant workers in the
form of wages deduction. In short, the new
legislation that is supposed to protect workers
is used by corrupt officials to extract bribes,
which eventually may end up with a lower wel-
fare for migrants.

The law requires that a firm must set up
branch in order to recruit workers from coun-
try side. It creates unfair competition for send-
ing firms locating not in Jakarta. The problem
stems from the lack of reinforcement from the
authority. Under the new law only headquar-
ter has a permit to send workers abroad. But
in practice as shown in the case of East Java,
branches can also send people abroad through
regional airport. This put local sending firms
in East Java and other provinces at disadvan-
tage position relative to those in Jakarta.

2.2. Brokers or Sponsors

The main players in the industry are not lim-
ited to firms and migrants. The industry is
perhaps one of the best examples of asymmet-
ric information. On one side, there is a mod-
ern industry with a good knowledge of demand
abroad. On the other side are many hopeful
job seekers from country side with limited ed-
ucation eager to escape from poverty in their
village as well as to help their family to get
extra incomes. Between these two are brokers
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or sponsors who work to reconcile demand and
supply sides. For firms it is almost impossi-
ble to work without brokers the search cost
of recruits would be prohibitive. Brokers usu-
ally operate in the proximity of their home vil-
lage, but it is also not unusual for professional
full time brokers they can operate within kabu-
paten (district) where their villages are located.
Each of them maintains an army of informants
who will be paid according to the value of in-
formation they provide leading up to potential
recruits.

As a rule of the game in 1990s most bro-
kers had almost never work exclusively for a
single firms. Firms were not many while the
number of brokers was numerous so their bar-
gaining position was not very high. In effect,
firms could pit one broker against another to
lower commission cost. In this period the num-
ber of firms was relatively small to the size of
potential migrants. The excess supply of la-
bor was so great that it was not difficult to ask
each potential migrant to pay IDR 500,000 to
IDR 1 million just to be included in the list.
Firms then would use the money to cover part
of brokerage cost as well as for costs of train-
ing and waiting periods. This was bleak pe-
riod for migrants as the cost to enter interna-
tional labor market was high. But the lure of
high wages abroad and poverty at home was
enough for them to press on. This was the
heyday for firms as they enjoyed super normal
profits which were once as high as USD 1000
for a single worker sent abroad.

Along with the entry of new firms, the in-
troduction of Law 39/2004 is very pivotal to
the industry. It makes the change of industrial
structure brought by the infusion of new en-
trants becoming much more complex by chang-
ing the rule of the game. In time, it will change
the distributions of rents in the industry. Pre-
viously, almost all rents were captured by firms
and left very little for government officials and
brokers, but the enactment of Law 39/ 2004 has
shifted this balance toward brokers and govern-

ment/security officials in the form of legal and
not so legal payments. From the point of view
of industrial organization the law 30/2004 has
changed the position of informal brokers by re-
quiring each firm to establish branch if it wants
to recruit workers in rural districts. Each firm
then establishes a local branch and appointing
the most trusted broker as branch head and
probably several more as permanent employ-
ees. This formalization of recruitment process
coupled with the shrinking labor pool due to
the age limitation, increases costs of recruit-
ment. Some will be borne by lowering profits,
but other will have to be paid indirectly by mi-
grant workers.

The task of branch office is to make a con-
tractual arrangement with a number of local
brokers to work for the firm in mobilizing re-
cruits. Instead of brokers, those working for
the company will be called field representative
(petugas lapangan) or PL for short. Every PL
will be paid in advance IDR 3 million for each
worker he or she promises to recruit. Typi-
cally, an experienced PL could recruit 5 to 6
persons a month. Instead of being paid a com-
mission fee, income for a PL is IDR 3 million
minus what ever costs he or she incur in the
search process, including signing bonus he pays
to potential workers which costs between IDR
1 million to IDR 1.5 million. After deducting
from all costs incurred during the process, for a
single recruit a PL can earn between IDR 1 mil-
lion to IDR 1.5 million per person recruited or
equivalent to a monthly income between IDR
5 million to IDR 7.5 million, a handsome pay
by a village standard.

The relationship between PL and migrants is
based on trust, rather than formality or legality
of the former. In some kabupatens in East Java
like Blitar, Trenggalek dan Banyuwangi poten-
tial choose brokers regardless of legality or for-
mality of the recruitment process. They prefer
to work abroad through illegal channel rather
going with legitimate sending firms. Choosing
illegal channel means that they do not have to
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pay taxes, insurance. Also they do not have to
undergo medical and competency tests.

3. Migrants Workers

3.1. Migrants and the Industry Structure

At the forefront of the business are migrant
workers, who some have argued, staying at the
bottom of pyramid. Once a potential recruits
agrees to be sent abroad by a firm, she will be
escorted to a temporary holding facility where
she will undergo a basic training of household
chorus, manner and basic foreign language for
20 days. To lure a potential recruits into work-
ing with them, a firm will offer a signing bonus
between IDR 300,000 to IDR 500,000, which
will be given after interview is done by a PL.
A stiff competition between firms takes place
to attract trainable candidates. In practice, a
person could wait up until 3 months before be-
ing sent abroad because a job order has not ar-
rived. Although the law requires every firm to
recruit a person only if it has a definite job or-
der, in practice it is very different, because the
demand can come almost at anytime and the
time required for training have made this pro-
vision is unpractical and consequently hardly
be reinforced. So for the industry, holding a
stock of ready to go workers is still a common
practice. Some firms have done good job in
predicting the timing of job order - so between
trainings they can minimize costly idle waiting
time.

By changing the recruitment process, the law
39/2004 in effect has accelerated the change of
market structure from oligopolistic to a more
competitive one. But one change in the law
that also impacts the competition industry is
often overlooked, namely the change of mini-
mum age for potential migrants. It rises the
minimum age from 18 to 21 years in the new
law. This effectively has taken a significant
chunk of supply of labor out of the business
of international migrant worker. The effect is
felt immediately on the ground. Firms now
compete to each other to get good candidates

from the shrinking labor pool. Besides offering
attractive signing bonus, some bad firms have
bended the law by promising to send workers
as soon as possible, which means shortening
the pre departure mandatory training of 20
days. On the one hand, because of the new
law, potential migrant now have more bargain-
ing power vis--vis sending firms. On the other
hand, it also induces unhealthy competition
which tends to lower the quality of workers sent
abroad.

Many argued that migrants are the weak-
est player in the industry, especially for the
first time goers. With limited knowledge about
the recruitment process and their legal rights,
migrants are subject to fraud and extortions.
The fact that migrant still have to bear much
of the sending cost also reinforces this argu-
ment. Dwindling profits and rising costs force
sending firms to shift some costs to migrants if
for the business continues to viable. Ironically,
the very things that make migrants have more
choices and more protection, the law 39/2004,
also introduce more competition and rises costs
of recruitment. Some firms have sent more
workers to recover lost profits, but it appears
that the cost of recruitment is increasing with
the number of workers sent6. The pressure of
competition and increasing costs have made it
is almost impossible for sending firms not to
shift some burdens to migrant workers. This
usually comes in the form of future wages de-
duction. For example in Malaysia, a typical
migrant has to forgo the first 8 months of her
salary to cover for transportation and accom-
modation from the village, accommodation and
consumption during waiting periods, training
costs, permits as well as recruitment cost.

3.2. Comparison of the Treatment of Migrant
Workers among Receiving Countries

Potential earnings vary considerably depend-
ing on destination. Fees and charges also vary.

6Increasing the size of workers sent also makes firms
more vulnerable to extortions.
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Migrants choose the country of destinations
based on information from returnees who are
more likely to be distant family and brokers.
Information obtained from brokers will usu-
ally determine the choice of sending firms but
not the country of destination. This explains
why migrants in one village tend to specialize
in one destination. From the field survey it
was also revealed that certain ethnic has cer-
tain preference. A Madurese village in Kabu-
paten Malang for example has strong prefer-
ence for Saudi Arabia or other Middle Eastern
countries because they are devout Moslem. Ja-
vanese on the other hand are more likely to go
to East Asian countries like Hong Kong and
Taiwan. The choice of country will determine
the risks associated with salary, placement pro-
cedure, time, working habit, etc from receiving
countries such as. In general, the more open
the country is, the better treatments apply for
the migrant worker. Some detail examples be-
low depict those differences.

3.2.1. Salary and Its Deduction

The salary amount varies among countries
depend on some factors i.e. type of job, ex-
perience, and competency. For example, ex-
perienced helper in Hong Kong with ability
to communicate Cantonese, Mandarin and En-
glish earns US$461, while the un-experienced
one earns only USD290. According to Hong
Kong regulation, tax and insurance are borne
by employer.

However, to repay all costs related her place-
ment including procedure and documents re-
quired at Indonesia and Hong Kong, the PP-
TKIS will retain her salary for 8 months as
written in her working contract. The extreme
case found in Taiwan where the salary will be
deducted gradually for 18 months to repay all
costs. As a working contract normally valid
for 2 years, helper in Taiwan will receive full
amount of salary for 6 six months, starting
from the 19th month of her working period.
On the contrary, the pre departure and place-
ment cost for helper in Middle East countries

are not deducted at all from her salary7. Thus,
she will receive full amount of salary from the
first month working i.e. USD 165 in Qatar,
USD 150 in Jordan, USD 154 in Bahrain, USD
218 UAE and USD230 in Saudi Arabia. It
seems that the highest salary in Middle East
comes from Saudi Arabia about USD230. Ac-
cordingly, Saudi Arabia is known as the most
favorite destination in Middle East. The oppo-
site situation happens in Malaysia where the
helper could earn only USD 136. This amount
is much lower compared to other countries.
Still, PPTKIS retains the salary for 5 months
to cover pre departure and placement cost.

From our findings on the field, workers nor-
mally receive their salary in cash afterward
they could remit money by themselves to In-
donesia banks account. There is an exception
in Middle East where women are not allowed to
go outside, then the workers request employer
to transfer their money to Indonesia through
employers bank.

3.2.2. Procedure and Required Documents

Each receiving country has its own place-
ment procedure and sort of required documents
fulfilled by sending countries. However, there is
a general procedure of sending worker which is
followed by all PPTKIS or sponsors. First, the
receiving country sends Job Order which de-
scribes demand for particular job i.e. domes-
tic helper to PPTKIS. Accordingly, PPTKIS
starts recruiting candidates. In this stage, ID
documents i.e. Family Card (KK), ID Card
(KTP), Birth Certificate are required by PP-
TKIS to proceed to the next step. These ba-
sic documents are provided by the candidates
with the brokers assistance. Up to this stage,
the candidates or sponsors deal with local gov-
ernment at district level. After ID documents
are completed, the candidates undergo medi-
cal check up. For those who pass, they would

7This reflects how thin is the profit for sending peo-
ple to Southeast and East Asia destinations
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take pre job training for 200 hours (inexperi-
enced) or 150 hours (experienced) at training
centre. At the end of training, the candidates
have to take competency test. If they pass,
they will receive competency certificate which
allows them to continue to next stages. The
sponsor will bring those documents i.e. ID doc-
uments, competency certificate, medical check
result, working agreement, visa application to
APJATI (Indonesia Manpower Supplier Asso-
ciation) to get preliminary data verification.
Up to these stages, the procedures are related
to provincial government.

Then, the sponsors pay pre departure insur-
ance for IDR 50,000 (equivalent with USD 6).
All original documents are shown and verified
again by BP3TKI (Placement Office at provin-
cial level) to obtain recommendation letter for
passport application. Time required obtaining
passport up to 4 weeks. After passport issued
by Immigration Office, sponsors help candidate
to apply visa at embassy. Once visa ready,
sponsors register the candidates through on-
line system for pre departure briefing (PAP)
and free fiscal tax. Sponsors should pay IDR
50,000 or USD 6 for one day PAP which is
now conducted by Labor Office at provincial
level. After completion PAP, the candidates
receive PAP Completion Letter, and together
with all previous documents are again verified
by BP3TKI to obtain Recommendation Letter
for Free Fiscal Tax. At last, candidates are
ready for departure to the destination coun-
try. They will be picked up by employer or
foreign agency on arrival. Thus, according to
the above procedures, BP3TKI plays an im-
portant role in data verification as well as is-
suing recommendation letter. It seems that
the candidates or sponsors need to go back
and forth for data verification at various in-
stitutions i.e. APJATI, Immigration Office,
BP3TKI, and Embassy. All payments dur-
ing those procedures paid by sponsors which
then repaid by worker from salary deduction.
Beside those procedures discussed previously,

there are also additional procedures from par-
ticular countries. For instance, additional doc-
ument is required from Middle East countries.
Other than Saudi Arabia, all countries request
bio-data of candidates so as to select candi-
date matched with the employer. In this case,
the employers select candidates by themselves
and reduce failure risk significantly. Saudi Ara-
bia, on the other hand, requires Muashofat
which explains criteria set by employer, and
the sponsor will then choose the candidates
for employer according to Muashofat. There
is a quite highly failure in this kind of selec-
tion process. Therefore, time for matching pro-
cess takes much longer; otherwise, sponsors will
bear great losses if the worker rejected and sent
back to Indonesia8.

3.2.3. Time

Time required to obtain all migrant docu-
ments vary, depending on institution capac-
ity at local government (both district and
province), completeness and the validity of ba-
sic documents, particularly on ID. Assuming
that some procedures could be done simulta-
neously, on average sponsors spend at least six
weeks to obtain all documents in hands. In ad-
dition, for matching process between candidate
availability and employers qualification, send-
ing firms need additional time for three to six
weeks. Hence, total time spent to send one
worker is about two to three months.

3.3. Legal versus Illegal

There are three types of legal-illegal cases.
First, the worker is considered as legal in In-
donesia but treated as illegal abroad. For ex-
ample, at the beginning, the migrant is working
for employer Mr. X, but for some reasons, she
does not feel comfortable and decides to move
and work for second employer Mr. Y. How-
ever, the name of first employer Mr. X is still

8The cost of rejection of one worker is equal to the
cost of sending 14 workers. It must be borne by the
sender.
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written on her working documents. According
to the law, working to second employer Mr.
Y is considered as illegal. This could be legal
if the worker reports to foreign agency or PP-
TKIS or Indonesian Embassy to issue new doc-
ument with new employers name. In the sec-
ond case, the undocumented worker is consid-
ered as illegal in Indonesia but treated as legal
abroad. This case usually needs collaboration
between Indonesian and others country worker
agencies to legalize all documents so such as
passport, working visa, etc so they will appears
as legal for working purpose. These documents
are not necessarily bogus, a careful inspection
however would reveal their irregularities, but
often even if it is found the officials may look
the other way after being paid bribes. Third,
at both receiving and sending countries immi-
grants are considered as illegal workers. This
case could only occur if all stakeholders includ-
ing police and company hiring illegal worker
make good collaboration so as to cover each
other. Most of illegal cases are coming from
workers in Malaysia which fortuitously has 198
entry gates from Pangkal Pinang in Sumatera,
and Pontianak and Nunukan in Kalimantan.

Regardless the type of illegal cases, there are
some reasons underlying the decision to choose
being illegal worker. There is a self-selectivity
issue. The main reason is poverty to stay
in the village means that she/he or the fam-
ily barely can afford their basic needs and even
daily consumption. Some of them occasionally
work at plantation or construction or industry
in village but they earn very low income. These
situations induce the workers to work abroad
as soon as possible. The illegal workers are
expecting higher income because their salary
will be deducted less than otherwise to repay
pre departure and replacement cost compare
to cost paid by legal workers. Other reason for
being illegal is to avoid failure in medical check
up. Being poor, in addition to lack of nutrition,
they tend to live in a poor sanitation, so they
are worried if they did not pass medical check,

so legal channel is out of question.
With regard to the risks, they are not well

informed about the consequences of being ille-
gal workers in particular on protection issue.
If the workers meet the required documents, it
will take longer time, hence, they choose being
illegal and could go abroad only within three to
five days. These illegal workers are potentially
facing the problems abroad i.e. fake documents
which causes workers unprotected, and lack of
training which leads incompetence. From our
findings on the field, workers from Lumajang,
Jember, Banyuwangi and Madura are likely to
opt being illegal workers in construction sector
in Malaysia.

3.4. Formal or High Skilled Sector: A Move
toward Skill Upgrading?

According to recent data issued by Indone-
sian Labor Office, the proportion of high skilled
and informal (low skilled) migrant workers has
not changed very much in years. It is still rel-
atively the same at 42 percent and 58 percent
respectively. However, those proportions are
much different between male and female work-
ers. About 70 percent migrant male worker
work at formal sector while 95 percent mi-
grant female worker work at informal sector,
mostly in low-skilled job such as housemaid.
Formal sector usually hires technicians at fac-
tory of industrial sector such as automotive,
electronic, textile, etc. Korea is one of the
country received only formal migrants workers.
The basic salary for technician in Korea around
USD 441 besides the allowance received. If the
allowances counted, the total take home pay
could be more than doubled around USD970.
For the higher skilled workers such as welders,
the salary is subject to their capability in weld-
ing difficult object. For instance, man hour for
lowest grade welder is USD2.4 per hour and
minimum working 10 hours per day, and for
medium grade is USD3.8 per hour plus USD
864 for health insurance and medical expense,
and full board facility. For the highest grade
welder (welding with highest precision), he will
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be paid USD 8 per hour plus all same facilities
with medium ones. Thus, monthly salarys of
welder is ranging from USD 600-2000. This is
net income because health insurance borne by
the employer.

After working contracts are completed, mi-
grants could use their saving for initial capi-
tal to start business at home. In addition to
that, many of ex migrant workers from formal
sector introduce values or work ethics learned
from abroad such as entrepreneurship, disci-
pline, work hard etc to local villagers so as to
improve quality of human capital in the village.
As an illustration, Arjowilangun village from
our field survey, known as traditional sending
village in East Java, is famous for its good en-
trepreneurship, high tax revenue and awarded
as the best village in Kabupaten Malang. This
was visible from our field survey, at several
sites in the villages, small businesses such as
convenient stores, bus transportation, work-
shop, home industry for furniture, garment,
and herbal stores created by ex migrant work-
ing in formal sectors are thriving.

Sending formal workers abroad is currently
being carried out as a project package covering
both low skilled workers such as cook, secu-
rity, driver, etc and high skilled i.e. welder,
plumber, etc. Sending firms do not have to
own training centre because they only recruit
experienced candidates who have specific skills
matched with job order. Recruiting mecha-
nism for formal worker starts from advertising
on mass media, community and network such
as university partner, association etc. Then,
the sending firms will select and match the
candidates with the requirements. For very
high skilled candidates such as welder in oil
and mining industry, the sending firms will
invite the employer to Indonesia to examine
how the candidates doing their required job.
After recruiting process, sending firms could
start preparing documents required to work
abroad. These documents are basically the
same with those for informal ones as discussed

previously9. Hence, the procedure sending for-
mal worker seems less complicated compared
to the informal ones.

An interview with one of the biggest pri-
vate firm specializing in sending formal work-
ers suggests that unlike the informal work-
ers who are often being complained about
their competency, formal worker are often com-
plained about their attitudes. Indonesian mi-
grant workers at formal sectors are known for
their lack of long term commitment to the jobs.
They usually resign after a two year after work-
ing contracts are completed, and very rarely
willing to renew or to renegotiate. Formal sec-
tor jobs have their own career paths which need
long term commitment to reach higher posi-
tions. Each career path needs a specific skill
so a company must allocate some amount of
money to train workers as human capital in-
vestment. Thus, if a migrant worker choose
not continue his or her job after a two year
contracts, the employer will consider it as a
substantial loss. Consequently, there are very
few repeat orders for Indonesian worker from
abroad, so to stay in the business sending firms
always have to find new markets. This will
increase cost of market penetration for formal
sector significantly. From our findings on the
field, market penetration costs of the sending
firms around 4 times of its overhead cost or
about USD 20,00010.

The above attitude is very unusual compared
with other countries where the incentive to stay
longer is very strong partly to recover the fixed
costs of migrating. The main motivation to go
abroad is prestige and gaining some sort of ex-
periences. For Indonesian formal sector work-
ers 2 years international experience is enough

9Basic documents for working abroad are as fol-
lows: Passport, Working Visa, Tax Registration Num-
ber (NPWP) for Free Fiscal Tax, Migrant Worker ID
(KTKLN). Basic ID documents such as Family Card,
ID Card, Birth Certificate are still needed to apply pass-
port.

10The overhead cost of a typical firm sending formal
sector workers is estimated at USD 5,000 per month.
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to secure job in Indonesian market, either do-
mestic or foreign firms. As a middle class, liv-
ing abroad for a formal sector worker is not
cheap, especially for housing, health insurance
and children education. For non-traded goods
like these the Indonesian prices could be three
times lower compared to similar ones abroad.
In addition they will lose amenities like afford-
ability to have domestic helpers and sometimes
even driver and gardener. So the same stan-
dard of living or higher can be achieved in In-
donesia with a salary in USD 2 or 3 times lower.
This does not take into account the social util-
ity of kinship and social network staying in In-
donesia. The story would different for informal
sector workers whose main motivation is to ac-
cumulate saving to escape from poverty. So
these are effectively two separate markets.

From the business standpoint, the biggest
impediment for sending skilled workers is its
low profits. Compared to send low-skilled
workers like housemaid, the profits are not
higher. It is amounted to between USD 100
and USD 200. Evidently, this is a very little in-
centive. Like in the case of sending low skilled
worker, firms can only make money if they send
a great number of workers. The problem is in
the supply side, it is hard to find suitable can-
didates who are willing to work abroad. So
although the overseas demand for high skilled
worker continues to grow, Indonesia could not
respond to meet this. For illustration, Car-
refour at Middle East needs 600 workers while
sending firms can only provide 20 percent of
that demand or 120 workers due to language
barrier. It is a must for formal workers to mas-
ter at least English language, otherwise, In-
donesian workers will be less competitive com-
pared to other sending countries, in particular
Philippine. Apparently for Indonesian workers
the parameters known as SCA, Skill, Commu-
nication and Attitude which become the basic
competency in receiving countries, are not yet
well understood.

3.5. Comparison of Net Incomes among Work-
ers: Illegal, Legal, Unemployed

As discussed earlier, salary for each migrant
worker varies would depend on the type of jobs,
locations, experiences and competency. In gen-
eral, for a typical worker, illegal workers could
earn more money, but due to higher expenses
their net incomes could be smaller than the le-
gal ones. As a matter of fact, overseas workers
regardless the legality, are more likely to earn
more money compare to those unemployed at
home villages. For example, many illegal work-
ers in Malaysia working at construction sec-
tors could earn RM30 per day or RM900 per
month (equivalent with USD271 per month).
While the legal workers in Malaysia work usu-
ally work as domestic with monthly salaries of
RM450 or about USD136. At first glance, it
appears that working as illegal worker are bet-
ter off compared to legal ones. But, it is not
as appeared, considering their daily expenses,
illegal workers pay all expenses by themselves
such as meals, accommodation etc which are
usually provided for free to domestic helpers.
They also bear face the risk of be caught by
the police at anytime. The legal workers, on
the other hand, do not have to pay those kinds
of expenses because they live in working place
(house), feel more safe and protected.

For those villagers stay at home, the oppor-
tunities for working are not many. The typi-
cal village job is to work temporarily at sugar
mills, rice field, etc. It means that they can
only work a week within a month or three
weeks of being unemployed. The daily wage
is IDR15,000 or USD1.511. This amount is not
enough for their living cost so they have to find
complementary jobs in trade and services in the
neighboring cities. If they cannot find these
complentary jobs, As long as they can be sup-
ported by their extended family, they will stay
at the village. But if not, sooner or later they

11Wage less than USD2 per day is categorized as
working poor.
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will look for better job outside the village to
the city or abroad.

4. Structure of Governance

With respect to the idea of exporting la-
bor services, the attitude of the government
has evolved from indifference to embracing it.
The shift of the government attitude is moti-
vated more by pressure from NGOs which seek
better protect migrant workers. The thriv-
ing free press in the new democratic atmo-
sphere after Suharto has kept the issue of the
abuse of migrant workers in the headline12.
Eager to improve its reputation in labor is-
sues, the change started under the Megawatis
presidency with the issuance of Ministry De-
cree 104A/2002, which then was upgraded to
become the Law 39/2004 (Ananta and Arifin
[2007]). The Law was passed hurriedly in the
last days of Megawatis presidency. Interest-
ingly this attitude has not been present uni-
formly at lower level of government. In our field
survey to one kabupaten which is famous for
exporting workers to East Asia destinations,
the attitude can be described at best as am-
biguous. One the one hand, they are happy
with the amount remittances. On the other
hand they regard this as failure of the local
government to develop its locality. Like it or
not, the remittances have become one of the
most important foreign exchange generator for
the country.

As a matter of principle the government in-
tends to pay back these foreign exchange heroes
with services and more protections from frauds,
disputes, extortions and so on. The industry

12Interestingly secular NGOs are more vocal on this
issue, while Islamic organizations are more subtle on
this matter. One plausible explanation is that since
the majority of migrant workers go to Islamic countries
especially Saudi Arabia and Malaysia. Also, Islamic or-
ganizations with huge political base in the country side
may be more pragmatic that they do not want to alien-
ate their constituency who see working abroad as the
only way for their constituents to escape from poverty.

is perceived by the government as not doing
enough to protect the right of the workers, so
it must be better regulated. This is the spirit
of the Law 39/2004. At the top of pyramid is
the Ministry of Manpower which oversees the
industry regulation, which is based on the Law
39/2004. For all its good intentions, the Law
contains many flaws. In terms of content it
looks similar to Ministry Decree 104A/2002.
The most often complained is that this legisla-
tion from time to time wants to regulate some-
thing that is too technical so it runs the risk
of becoming irrelevant or obsolete because the
quick changing of environment. Sometimes it
is considered as too nave or ridiculously out of
touch with the reality, one example is the re-
quirement for sending firms to set up branch
in the country of destination. This certainly is
impossible under the laws of respective coun-
tries - it can only be set up by its own citizen.
At best, sending firms in Indonesia can only
make contractual partnership with their coun-
terparts abroad.

The Law also serves as a basis for a creation
of the new body under the President called
BNP2TKI (National Agency for Placement
and Protection of Indonesian Overseas Work-
ers) whose task is to oversee the integration
of services in the placement and protection of
the overseas workers among various ministries
and government agencies (Ananta and Arifin
[2007]). It is independent of the Manpower
Ministry, responsible directly to the President
and financed by the national budget. Officially,
the Manpower Ministry is the supreme policy
makers or regulators and BNP2TKI acts as op-
erator. This article is so vague it does not have
a specific job description. In the subsequent de-
velopment, not satisfied with the operator sta-
tus, the new agency launched a series of lobby
to seek clear authority on the matter. The ar-
gument is that since it is created by a Presi-
dential Instruction (INPRES), it needs a clear
job description13.

13Other agencies like BAPPENAS for example, has
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The result is the issuance of Presidential
Rule No. 81/2006 that specifies the agencys
two functions. First is to provide placement
for Indonesian workers under Government to
Government scheme (G to G) and Govern-
ment of Indonesia to foreign agents. This prac-
tically wrested away the business of sending
skilled and educated workers abroad from pri-
vate firms. The Second task is provide services,
monitoring and coordination to all stages of
workers migration which includes checking the
documentation, sources of financing, departure
and return, improving the quality of migrant
workers, providing information, and the wel-
fare improvement of workers and the family
left behind (Ananta and Arifin [2007]). The
Manpower Ministry retains its policy making
function. In addition, the Manpower Ministry
is required to transfer some of its personnel and
other resources, so the new agency can function
immediately.

Regarding monitoring of sending firms, the
law does not clearly indicate whether such au-
thority is granted to the Ministry of Manpower
or to BNP2TKI. One may see that in many as-
pects related to PPTKIS regulation and con-
dition, the law leaves further detail to be for-
mulated under Ministry Ordinance. The law in
fact requires at least 24 Ministry Ordinance, 6
Government Regulations, 1 President Decision,
and 1 Decision of Head of BNP2TKI to be cre-
ated in order to implement the law. That Min-
istry of Manpower is the regulatory authority
may be clear from the law but it is less so as to
which party that will act as the implementing
agent.

With a stroke of pen bureaucratically, this
piece of presidential ruling mounts a direct
challenge to the supreme position of the Man-
power Ministry. It is not just a power struggle,

only minor role in general manpower planning which
is very little to do with external migrant workers. In
the meantime Ministry of Foreign affairs play role only
when there is a dispute, accident and the death of mi-
grant workers.

at stake here is a huge rent generated by this
business. Potentially this will control all steps
in the process of sending workers with all of
its potential rents. This situation creates fric-
tion between the ministry and BNP2TKI. The
Ministry of Manpower continues to assume its
authority in implementing monitoring against
PPTKIS. In 2008, the ministry issues Ministry
of Manpower Regulation 22/2008 that basi-
cally emphasizes its authority, in cooperation
with local government, to implement the place-
ment and protection of migrant workers system
for non-government scheme14. For BNP2TKI,
this ministry ordinance has restricted its au-
thority only to placement that is implemented
under government scheme. Such scheme at the
time being only includes placement to South
Korea and Japan in which there are about 30
thousand Indonesian migrant workers. Com-
paring to the estimated total number of 4.5
million documented Indonesian migrant work-
ers, it is clear that the ministry ordinance
can severely limit the role of BNP2TKI in the
placement and protection system.

The Manpower ministry did not lay idle the
legal battle ensued. The Manpower ministry
issued a Ministry Ruling no. 22/2008 to retake
the role given to BNP2TKI. The new agency
then went to the constitutional court to annul
this ruling. A judicial review by the court in
March 2009 instructed the ministry to cancel
the Ministry Regulation 22/2008. The Min-
istry of Manpower responded to the instruc-
tion by issuing Ministry Regulation 15/2009,
which stipulates that placement and protec-
tion of Indonesian migrant workers under non-
government schemes will be implemented by
other Ministry Regulation, which in effect re-
placed the previous annulled regulations.. The
legal battle ended up in stalemate for both

14Under this ordinance, the local government is au-
thorized to conduct the pre-departure brief and to issue
the migrant worker identity card (KTKLN). Later the
ordinance was cancelled after judicial review in 2009 by
the Indonesia Supreme Board.
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sides - the dualism persists until today.

For sending firms the creation of this agency
is only to add more confusion into the busi-
ness. Although at the same time it also creates
a loophole which can be exploited by sending
firms, the uncertainty caused by the dualism
exceeds the potential benefits from the loop-
hole. For example, if for some reason the ap-
plication for a recruitment license (SIP) is re-
jected by BNP2TKI, then sending firms can
always go to the Manpower Ministry for the
same license, but in practice it will duplicate
the cost. The costly redundancy takes place
when one agency only recognizes licenses is-
sued by its own institution and not recogniz-
ing the other. So as precaution sending firms
usually keep documents, permits and licenses
from both agencies.

One example is pre departure briefing (Pem-
bekalan Akhir Pemberangkatan or PAP). The
worker identity card (KTKLN) is just another
example of the dualism. To be safe send-
ing firms may keep PAP and KTKLN from
both agencies. The cost of KTKLN from the
Manpower Ministry is IDR 4900, while the
BNP2TKI version costs IDR 36,000. The cost
of PAP from The Ministry of Manpower is IDR
30,000, while the cost of PAP from BNP2Tki is
IDR 70,000. These duplications make the ac-
curate monitoring the flow of migrant workers
becomes difficult if not impossible since these
two databases are separate. For one thing, the
dualism is certainly to increase costs of recruit-
ment by service duplications.

The introduction of regional decentralization
in 2001 brought other players into the industry
namely regional governments. Soon various lo-
cal regulations emerge in an attempt to extract
revenues from the international migrant indus-
try. For sending firms as well as for prospec-
tive migrants these serve only to lengthen the
bureaucratic chain and to drive the costs up
without any real benefits added to the pro-
cess. Although the practice differs from one
district (kabupaten/kota) to another, basically

there are three documents issued by this third
tier government; the letter of notification from
kabupaten government to sending firms that
the respective migrants have participated in
the district briefing program, placement agree-
ment and passport recommendation.

5. Worker Protection under Law
39/2004

As an umbrella, placement and protection of
Indonesian overseas workers are regulated by
Law 39/2004. Although not stated explicitly,
we see that the law acknowledges three main is-
sues: (i) that placement of overseas workers can
serve as a means to provide people with proper
job and income, (ii) that overseas workers need
to be protected from human-trafficking or other
illegal motives, (iii) that placement and pro-
tection overseas workers needs to be regulated
under an integrated system.

In 2006, INPRES 6/2006 was issued to re-
form the system of placement and protection
of Indonesia migrant workers. The Coordinat-
ing Ministry of Economy is in charge to coor-
dinate and to monitor the implementation of a
number of actions stipulated in the ordinance.
The reform covers five areas: (i) placement,
(ii) protection, (iii) eradication of middle-men
or sponsors, (iv) placement agencies, and (v)
bank support. Some of actions simplified the
process (e.g. online approval), some gave more
certainty on time needed for documentation
process, and some may strengthen protection
system. But some actions are still vague in
nature (e.g. one roof services at the airports,
insurance policy). This section does not as-
sume to make a comprehensive legal review on
the regulatory environment for placement and
protection of migrant workers. Many of issues
raised have been addressed previously by other
observers. The objective of the section is to
brief the placement process, provide current de-
velopment of issues and highlights important
implications.
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Under the law, the government is given man-
date to support people who decide to be over-
seas worker, to protect them from becoming
victim of illegal and malicious treatments, and
to implement an integrated system governing
all process related to placement and protection
of Indonesia overseas workers. Constitution ar-
ticle 27(2) also specifies that people have the
right for decent job and living. In this spirit,
we may argue that placement and protection
should be treated as public service. However,
some reasons given below indicate that the law
does not sufficiently bear such view.

First, there is no explicit statement in the
law that upholds the view. In the formal ex-
planation of the law, placement and protection
of migrant workers is stated rather as govern-
ments authority than governments responsibil-
ity. Second, in its implementation placement
service seems to be treated as private goods
than public goods that the law stated it is an
obligation of the migrant worker to pay place-
ment cots (Article 9c). Third, the law autho-
rizes the government and the private agencies
to conduct placement (Article 10) with only
few provision as regards to pricing the service
by private agencies. Components of the place-
ment cost has been restricted (Article 76.1),
but the law allows for other components to
be included as well (Article 76.2) and there
is no clear indication as regard to the cost
limit. Fourth, the law puts some limit to gov-
ernment in the placement process to be con-
ditional on the existence of written agreement
between Government of Indonesia and Govern-
ment of the host country or between Govern-
ment of Indonesia and any corporation in the
host country (Article 11.1) so that a large num-
ber of Indonesia overseas workers who do not
involve in such schemes needs to obtain the
placement service from private agencies.

The law requires the charges of placement
cost to migrant workers be transparent with re-
gard to its component and due amount. How-
ever some NGOs raise concerns as to total

amount of salary cut from a migrant worker
that is suspected to be much higher than the
real placement cost incurred.

Other concern that also has been raised since
long time is on condition of temporary lodgings
for migrant workers. There has been a regu-
lation (Ministry Regulation 7/2005) specifying
the standard condition for such lodging, how-
ever in practice condition of the lodging owned
by PPTKIS in many cases does not follow the
required standard and the government seems
fail to notice it. Some standards that are tend
to be violated for example are maximum num-
ber of people in one bedroom, fence that must
not be closed all the time, maximum period
of staying (3 month for Middle East destina-
tion and 4 months for Asia Pacific except for
Hongkong which may need 6 months), and re-
striction to leave the lodging center.

Information is important when one is con-
sidering whether to be migrant worker and by
the law the government must guarantee that
the information is correct and adequate. The
information must be stated explicitly in the
placement contract and later in working con-
tract. However before signing placement con-
tract particularly through the counseling, can-
didates also need to have correct and adequate
information. The government needs to have ef-
fective means to ensure that information is ade-
quately understood by candidates and migrant
workers at all stage of the placement process.
One of the most frequently criticized features
in the placement regulation is TKI protection
insurance. While the insurance is important,
its benefit is subject to a number of criticisms
especially when the migrant workers are over-
seas as the insurance company is not recognized
overseas. Many people also said that it is not
easy to make a claim.

The development and protection program
mentioned in article 83 and further explained
in article 86-91 to 91 includes three aspects: in-
formation, human resources, and protection for
migrant workers. On information aspect, the
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government is required to set up integrated in-
formation system on opportunity, process, pro-
cedures, and risk related to overseas job mar-
ket that community can access. On human re-
source aspect the government is required to de-
velop skills and quality of migrant worker can-
didates whereas on protection aspect the gov-
ernment needs to provide counseling and ad-
vocation related to placement process, to fa-
cilitate dispute resolution, to announce prob-
lematic foreign business partner and employer,
and to conduct international cooperation for
migrant worker protection. This must be the
main role of the government and the reform
should be addressed to improve the effective-
ness of the program.

6. What have been achieved with Law
39/2004 ands its derivatives

With the launching of the Law 39/2004 the
government seeks more active role in the in-
ternational migrant industry either as regula-
tors of the industry and to ensure more pro-
tection to its citizen working abroad. Based
on the above discussion in Table 3 we try to
summarize what have been achieved with Law
39/2004.

7. Conclusion

In this study we examine Indonesias regu-
latory, institutional and governance structure
of the Indonesian cross-border labor migration.
The Indonesian migrant industry has changed
from oligopolistic in the late 1980s and the
early 1990s to near monopolistic-competition
in 2004. The most visible impact is the dwin-
dling profits. As inter-firms competition inten-
sifies, the interplay between players in the in-
dustry also changes. The more assertive gov-
ernment with respect to human rights also adds
new complexity to the picture. In 2004, the
Law 39/2004 was launched in 2004 with the
purpose of regulating the industry, formalizing

recruitment process, providing more protection
and advocacy to workers.

The most pivotal impact of the new law to
the industry is the formalization of recruitment
process. On one hand it has succeeded in pro-
viding some protection and transparency. On
the other hand it also increases the cost of
recruitment which pushes the margin of prof-
its further. The end result is not always in
the best interest of migrant workers. In some
destinations particular in East Asia workers
salaries will be deducted by sending firms to
cover sending costs so for workers the net wel-
fare after deducting for the income loss may
not be great. Formalizing recruitment process
has positive impact in creating more trans-
parency for prospective migrants, but over-
formalization on the near competitive industry
may have the opposite impact on the migrant
welfare.

In the beginning it is asserted that the re-
curring problems in the Indonesia international
worker migration may stem from a systemic
imbalance between the supply and demand for
migrant labor and implementation weaknesses.
Our observation suggests that the Law 39/2004
effectively removes the labor supply of workers
with age between18 to 21. This takes much if
not all of excess supply. It is apparent from the
behavior of sending firms in recruiting prospec-
tive workers (signing bonus, per diem money
etc) that the market has become tighter with
shrinking labor supply. So besides the flaws of
some parts the Law itself (and its derivatives),
the problems mainly come from its poor imple-
mentation.

8. References

[1] Ananta, Aris, and E.N. Arifin, 2007, National
Agency of Placement and Protection of Indonesian
Workers, paper presented at Regional Symposium
on Managing Labor Migration in East Asia: Poli-
cies and Outcomes, Singapore: The ILO and Wee
Kik Wee Management University, May 16-18.

[2] Arnold, L.L, 2007, Indonesian Laws, Policies and
Practices Concerning Indonesian Migrant Workers:



Kuncoro et al./Indonesian Cross-Border Labor Migration... 19
T

ab
le

3
:

A
d

va
n
ta

ge
s

an
d

D
is

ad
va

n
ta

ge
s

of
L

aw
39

/2
00

4

P
u
rp

o
se

P
o
li
c
y

A
d
v
a
n
ta

g
e
s

D
is

a
d
v
a
n
ta

g
e
s

F
u
tu

re
Im

p
ro

v
e
m

e
n
t

C
o
n
tr

o
ll
in

g
c
o
m

p
e
ti

ti
o
n

R
is

in
g

M
in

im
u
m

C
a
p
it

a
l

R
e
q
u
ir

e
-

m
e
n
t

H
a
s

so
m

e
d
e
te

rr
e
n
c
e

to
sm

a
ll

fi
rm

s
w

it
h

li
m

it
e
d

c
a
p
it

a
l

C
a
n

o
n
ly

b
e

d
e
p

o
si

te
d

in
a

sp
e
c
ifi

c
b
a
n
k

b
ra

n
c
h

M
o
re

fl
e
x
ib

il
it

y
o
n

w
h
e
re

th
e

m
o
n
e
y

h
a
s

to
b

e
d
e
p

o
si

te
d

P
ro

te
c
ti

o
n

o
f

w
o
rk

e
rs

a
ss

u
m

in
g

th
a
t

a
g
e

b
e
lo

w
2
1

is
n
o
t

m
a
tu

re
e
n
o
u
g
h

R
is

in
g

m
in

im
u
m

a
g
e

M
a
k
in

g
IM

W
m

o
re

m
a
tu

re
b
u
t

ta
k
-

in
g

o
u
t

p
ro

sp
e
c
ti

v
e

w
o
rk

e
rs

b
e
-

tw
e
e
n

a
g
e

1
8

to
2
1

o
u
t

o
f

la
b

o
r

su
p
-

p
ly

fo
r

IM
W

R
is

in
g

u
n
e
m

p
lo

y
m

e
n
t

o
f
w

o
rk

e
r

a
g
e

b
e
tw

e
e
n

1
8

to
2
1

-
M

o
re

fl
e
x
ib

il
it

y
IL

O
b
a
c
k
s

th
e

m
in

im
u
m

w
o
rk

in
g

o
f

a
g
e

1
8

to
2
1

-
P

ro
v
id

e
m

o
re

in
te

n
si

v
e

p
re

d
e
p
a
r-

tu
re

tr
a
in

in
g

P
ro

te
c
ti

o
n

o
f

w
o
rk

e
rs

in
c
a
se

o
f

a
c
-

c
id

e
n
t,

il
ln

e
ss

S
in

g
le

fl
a
t

p
re

m
iu

m
fo

r
a
ll

d
e
st

in
a
-

ti
o
n
s

P
ro

v
id

e
w

o
rk

e
rs

w
it

h
so

m
e

p
ro

te
c
-

ti
o
n

e
sp

e
c
ia

ll
y

th
o
se

in
M

id
e
a
st

-
n
o
t

ta
k
e

in
to

a
c
c
o
u
n
t

d
iff

e
re

n
t

ri
sk

a
ss

o
c
ia

te
d

w
it

h
e
a
c
h

re
sp

e
c
ti

v
e

c
o
u
n
tr

y
o
f

d
e
st

in
a
ti

o
n

-
P

re
m

iu
m

sh
o
u
ld

v
a
ry

b
e
tw

e
e
n

c
o
u
n
tr

ie
s

-
in

su
ra

n
c
e

fi
rm

s
d
o

n
o
t

h
a
v
e

re
p
re

-
se

n
ta

ti
v
e

a
b
ro

a
d

w
h
ic

h
m

a
k
e

c
la

im
-

in
g

p
a
y
m

e
n
t

v
e
ry

d
iffi

c
u
lt

-
m

o
re

tr
a
n
sp

a
re

n
c
y

in
c
h
o
o
si

n
g

in
-

su
ra

n
c
e

c
o
m

p
a
n
ie

s

-
re

d
u
n
d
a
n
t

in
T

a
iw

a
n

a
n
d

H
K

-
c
lo

si
n
g

th
e

lo
o
p
h
o
le

b
y

w
ri

t-
in

g
m

o
re

sp
e
c
ifi

c
c
o
n
d
it

io
n
s

in
th

e
lo

w
e
r

le
v
e
l
re

g
u
la

ti
o
n
s

su
c
h

a
s

M
in

-
is

te
ri

a
l

R
u
li
n
g

-
w

o
rk

e
rs

h
a
v
e

m
o
ra

l
h
a
z
a
rd

to
b
re

a
k

c
o
n
tr

a
c
t

to
c
la

im
in

su
ra

n
c
e

p
a
y
m

e
n
t

F
o
rm

a
li
z
in

g
re

c
ru

it
m

e
n
t

p
ro

c
e
ss

-
R

e
q
u
ir

in
g

fi
rm

s
to

se
t

u
p

b
ra

n
c
h

in
ru

ra
l

d
is

tr
ic

ts
-

to
g
iv

e
m

o
re

tr
a
n
sp

a
re

n
c
y

a
n
d

fo
rm

a
li
ty

in
re

c
ru

it
m

e
n
t

-
w

it
h

fo
rm

a
l

st
a
tu

s
b
ro

k
e
rs

se
t

u
p

il
le

g
a
l

fi
rm

s
to

c
o
m

p
e
te

w
it

h
h
e
a
d
-

q
u
a
rt

e
r

c
re

a
ti

n
g

u
n
h
e
a
lt

h
y

c
o
m

p
e
-

ti
ti

o
n

M
o
re

e
n
fo

rc
e
m

e
n
t

fr
o
m

th
e

g
o
v
e
rn

-
m

e
n
t

o
n

il
le

g
a
l

fi
rm

s

-
in

te
rn

a
li
z
in

g
b
ro

k
e
rs

-
w

o
rk

e
rs

a
re

b
e
tt

e
r

in
fo

rm
e
d

-i
n
c
re

a
se

c
o
st

o
f

re
c
ru

it
m

e
n
t

w
h
ic

h
w

o
u
ld

b
e

p
a
ss

e
d

to
IM

W
in

th
e

fo
rm

o
f

w
a
g
e

d
e
d
u
c
ti

o
n

-
c
o
m

p
e
n
sa

te
th

e
in

c
re

a
se

o
f

c
o
st

b
y

p
ro

v
id

in
g

b
e
tt

e
r

se
rv

ic
e

in
in

-
su

ra
n
c
e
,

in
fo

rm
a
ti

o
n

a
n
d

a
d
v
o
c
a
c
y

a
b
ro

a
d

u
si

n
g

m
o
n
e
y

c
o
ll
e
c
te

d
fr

o
m

v
a
ri

o
u
s

le
g
a
l

u
se

r
c
h
a
rg

e
fe

e
s

-r
e
d
u
c
e

re
d
u
n
d
a
n
c
y

in
p
re

d
e
p
a
r-

tu
re

p
ro

c
e
d
u
re

Im
p
ro

v
in

g
th

e
q
u
a
li
ty

o
f

IM
W

R
e
q
u
ir

in
g

fi
rm

s
to

h
a
v
e

tr
a
in

in
g

c
e
n
te

r
(B

L
K

)
-

S
o
m

e
fi

rm
s

w
it

h
b

e
tt

e
r

fi
n
a
n
c
ia

l
c
a
p
a
b
il
it

y
sp

e
e
d

u
p

th
e

c
o
n
st

ru
c
-

ti
o
n

o
f

tr
a
in

in
g

c
e
n
te

r

N
o
t

a
ll

fi
rm

s
c
a
n

fu
lfi

ll
th

is
ru

li
n
g
.

T
h
o
se

w
h
o

a
b
id

e
th

e
ru

li
n
g

fe
e
l

a
t

c
o
m

p
e
ti

ti
v
e

d
is

a
d
v
a
n
ta

g
e

b
e
c
a
u
se

n
o

e
n
fo

rc
e
m

e
n
t

to
v
io

la
to

rs

-
M

o
re

e
n
fo

rc
e
m

e
n
t

o
f

th
e

ru
li
n
g

-
c
re

a
te

b
a
rr

ie
r

to
e
n
tr

y
to

b
o
-

g
u
s/

il
le

g
a
l

fi
rm

s
-

p
ro

v
id

e
so

m
e

ti
m

e
h
o
ri

z
o
n

fo
r

fi
rm

s
to

c
o
m

p
le

te
tr

a
in

in
g

c
e
n
te

r

B
e
tt

e
r

m
a
n
a
g
e
m

e
n
t

o
f

m
ig

ra
ti

o
n

fl
o
w

s,
p
ro

te
c
ti

o
n

a
n
d

a
d
v
o
c
a
c
y

S
e
tt

in
g

u
p

a
n
e
w

in
d
e
p

e
n
d
e
n
t

a
g
e
n
c
y

B
N

P
2
T

K
I

D
u
a
li
sm

in
re

g
u
la

ti
o
n
s

e
sp

e
c
ia

ll
y

w
it

h
re

sp
e
c
t

to
li
c
e
n
si

n
g

p
ro

c
e
ss

In
c
re

a
si

n
g

c
o
st

o
f

re
c
ru

it
m

e
n
t

w
h
ic

h
c
o
u
ld

b
e

sh
if

te
d

to
IM

W
in

th
e

fo
rm

o
f

w
a
g
e

d
e
d
u
c
ti

o
n

-
C

le
a
re

r
g
u
id

e
li
n
e
s

b
e
tw

e
e
n

M
a
n
-

p
o
w

e
r

M
in

is
tr

y
a
n
d

B
N

P
2
T

K
I

a
re

a
o
f

re
sp

o
n
si

b
il
it

y
to

in
c
re

a
se

tr
a
n
s-

p
a
re

n
c
y
,

to
re

d
u
c
e

u
n
d
e
r

th
e

ta
b
le

p
a
y
m

e
n
t

a
n
d

ti
m

e
d
e
la

y
-p

o
li

ti
c
a
l

in
te

rv
e
n
ti

o
n

fr
o
m

th
e

h
ig

h
e
st

le
v
e
l

o
f

g
o
v
e
rn

m
e
n
t

m
a
y

b
e

n
e
e
d
e
d

In
c
re

a
si

n
g

se
n
d
in

g
fi

rm
s

re
p
re

se
n
-

ta
ti

o
n

a
b
ro

a
d

to
p
ro

v
id

e
w

o
rk

e
rs

w
it

h
p
ro

te
c
ti

o
n

a
n
d

a
d
v
o
c
a
c
y

R
e
q
u
ir

in
g

fi
rm

s
to

o
p

e
n

b
ra

n
c
h

in
th

e
c
o
u
n
tr

y
o
f

d
e
st

in
a
ti

o
n

N
o

im
p
a
c
t

im
p

o
ss

ib
le

to
d
o
.

L
a
w

in
th

e
d
e
st

in
a
ti

o
n

c
o
u
n
tr

ie
s

d
o

n
o
t

a
ll
o
w

th
is

C
re

a
te

th
e

im
p
re

ss
io

n
th

a
t

th
e

L
a
w

w
a
s

h
a
st

il
y

w
ri

tt
e
n

w
it

h
o
u
t

p
ro

p
e
r

k
n
o
w

le
d
g
e

o
f

th
e

su
b

je
c
t

R
e
m

o
v
e

th
e

a
rt

ic
le

s
o
r

re
p
la

c
e

it
w

it
h

m
o
re

re
a
li
st

ic
su

c
h

a
s

p
a
rt

n
e
r

in
th

e
c
o
u
n
tr

y
o
f

d
e
st

in
a
ti

o
n



Kuncoro et al./Indonesian Cross-Border Labor Migration... 20

A Situational Review and Set of Recommenda-
tions, International Labor Organization, Jakarta.

[3] Firdausy, C.M., 2005, Trend, Issues and Poli-
cies Towards International Labor Migration: An
Indonesian Case Study, paper presented at the
United Nations Expert Group Meting on Inter-
national Migration and Development, New York,
Population Division, Department of Economics
and Social Affairs, July 6-8.

[4] Coss-Hernandez, R., G. Brown, C. Buchori, I.
Endo, E. Todoroki, T. Naovalitha, W. Noor and
C. Mar, 2008, The Malaysia-Indonesia Remit-
tance Corridor: Making Formal Transfers the Best
Option for Women and Undocumented Migrants,
World Bank Working Paper no. 149, World Bank,
Washington DC.

[5] Kuncoro, Ari, 2008, Determinants of Bribery in
Indonesia: Evidence from Micro Data, Bulletin of
Indonesian Economic Studies, December, 2004.


	Contents
	List of Tables
	Introduction
	Methodology

	Structure of the Industry
	Sending Firms (PPTKIS)
	Brokers or Sponsors

	Migrants Workers
	Migrants and the Industry Structure
	Comparison of the Treatment of Migrant Workers among Receiving Countries
	Salary and Its Deduction
	Procedure and Required Documents
	Time

	Legal versus Illegal
	Formal or High Skilled Sector: A Move toward Skill Upgrading?
	Comparison of Net Incomes among Workers: Illegal, Legal, Unemployed

	Structure of Governance
	Worker Protection under Law 39/2004
	What have been achieved with Law 39/2004 ands its derivatives
	Conclusion
	References

