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MEMORANDUM

TO:		Mr. Firman Aji, TOCOR
		USAID/Indonesia

FROM:	Timothy S. Buehrer, Chief of Party
Support for Economic Analysis Development in Indonesia (SEADI) Project
Contract No. AID-EEM-I-00-07-00009
Task Order No. AID-497-TO-11-00005

DATE:		June 13, 2013

SUBJECT:	Wage Regression Analysis and other work  by Dr. Ari Kuncoro

Dr. Ari Kuncoro was hired by SEADI in 2011 to provide support to Gus Papanek in the analysis of wage data as it relates to poverty.  In particular, Dr. Kuncoro was asked to provide  wage data from the Sakernas Survey to supplement the more extensive wage data available to Professor Papanek from other sources.  But his principal task was to be the use of econometric tools to analyze the relationship between wages and poverty, and the importance of various factors influencing labor income.  He  examined, in the first instance, the impact of changes in consumer prices on wages.  This was pursuant to our memorandum SEADI-11-042.  He was employed by BIDE.  Please note that Dr. Kuncoro was unable to complete his full assignment and billed only about half of the LoE that was allocated.
Attached are the regressions that Dr. Kuncoro prepared.  They indicate that at most about 25% of change in consumer prices are passed through into wages even using long lag periods.  This suggests that rural workers are very significantly adversely affected by inflation.  
In addition Dr.  Ari participated fully in the discussion of how to construct a wage determination model, and especially the explanatory variable to be used.
Finally he prepared an analysis of Sakernas data with respect to employment and wages (SEADI-13-R094).   He emphasized the substantial agglomeration benefits resulting from large numbers of enterprises in close physical proximity to each other, especially in the Jabotabek area (Jakarta., Bogor, Tangerang, Bekasi); the large and persistent difference in wages between men and women.  He also showed the impact of the Asian Financial crisis on various relationships: agglomeration benefits declined, for instance.



Central and East Java
      
 log:  d:\data\papanek2011\log\2011.10.18_wagecpi_quarter_cjava_ejava
  log type:  text
 opened on:  18 Oct 2011, 15:36:27

. *************************************************************
. * relationship of agricultural Wages and Rural Prices in Java
. regress dlwage dlcpi dlcpilag1 dlcpilag2 dlcpilag3 dlcpilag4 dlcpilag5 dlcpilag6 dlcpilag7 if prov
> ==33 | prov==35 

      Source |       SS       df       MS              Number of obs =     196
-------------+------------------------------           F(  8,   187) =    3.86
       Model |  .055659824     8  .006957478           Prob > F      =  0.0003
    Residual |  .336816248   187  .001801156           R-squared     =  0.1418
-------------+------------------------------           Adj R-squared =  0.1051
       Total |  .392476071   195  .002012698           Root MSE      =  .04244

------------------------------------------------------------------------------
      dlwage |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
       dlcpi |   .2814073   .0688085     4.09   0.000     .1456666    .4171481
   dlcpilag1 |   .0250535   .0112334     2.23   0.027     .0028931     .047214
   dlcpilag2 |   .0184641   .0111469     1.66   0.099    -.0035257    .0404538
   dlcpilag3 |   .0134808   .0111534     1.21   0.228    -.0085218    .0354833
   dlcpilag4 |   .0027375   .0111595     0.25   0.806    -.0192771    .0247521
   dlcpilag5 |   .0121361   .0111503     1.09   0.278    -.0098606    .0341327
   dlcpilag6 |   .0158962   .0111711     1.42   0.156    -.0061414    .0379339
   dlcpilag7 |  -.0005014   .0111502    -0.04   0.964    -.0224976    .0214949
       _cons |   .0258512   .0035614     7.26   0.000     .0188255     .032877
------------------------------------------------------------------------------



Central Java

       log:  d:\data\papanek2011\log\2011.10.18_wagecpi_quarter_cjava
  log type:  text
 opened on:  18 Oct 2011, 15:33:48

. *************************************************************
. * relationship of agricultural Wages and Rural Prices in Java
. regress dlwage dlcpi dlcpilag1 dlcpilag2 dlcpilag3 dlcpilag4 dlcpilag5 dlcpilag6 dlcpilag7 if prov
> ==33 

      Source |       SS       df       MS              Number of obs =      98
-------------+------------------------------           F(  8,    89) =    2.03
       Model |  .024369445     8  .003046181           Prob > F      =  0.0522
    Residual |  .133837499    89  .001503792           R-squared     =  0.1540
-------------+------------------------------           Adj R-squared =  0.0780
       Total |  .158206944    97  .001630999           Root MSE      =  .03878

------------------------------------------------------------------------------
      dlwage |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
       dlcpi |   .2862538   .0929383     3.08   0.003     .1015873    .4709203
   dlcpilag1 |   .0244955   .0147947     1.66   0.101    -.0049013    .0538923
   dlcpilag2 |   -.022498   .0206541    -1.09   0.279    -.0635372    .0185412
   dlcpilag3 |   .0152055   .0210651     0.72   0.472    -.0266504    .0570613
   dlcpilag4 |  -.0167235   .0209354    -0.80   0.427    -.0583217    .0248747
   dlcpilag5 |   .0088109    .020662     0.43   0.671     -.032244    .0498658
   dlcpilag6 |   .0101485   .0208522     0.49   0.628    -.0312845    .0515814
   dlcpilag7 |  -.0200086   .0148608    -1.35   0.182    -.0495367    .0095195
       _cons |   .0289933   .0187597     1.55   0.126    -.0082819    .0662685
------------------------------------------------------------------------------



East Java
       log:  d:\data\papanek2011\log\2011.10.18_wagecpi_quarter_ejava
  log type:  text
 opened on:  18 Oct 2011, 15:36:09

. *************************************************************
. * relationship of agricultural Wages and Rural Prices in Java
. regress dlwage dlcpi dlcpilag1 dlcpilag2 dlcpilag3 dlcpilag4 dlcpilag5 dlcpilag6 dlcpilag7 if prov
> ==35 

      Source |       SS       df       MS              Number of obs =      98
-------------+------------------------------           F(  8,    89) =    2.01
       Model |  .035840063     8  .004480008           Prob > F      =  0.0540
    Residual |  .198266584    89  .002227714           R-squared     =  0.1531
-------------+------------------------------           Adj R-squared =  0.0770
       Total |  .234106647    97  .002413471           Root MSE      =   .0472

------------------------------------------------------------------------------
      dlwage |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
       dlcpi |   .3127415   .1093009     2.86   0.005      .095563      .52992
   dlcpilag1 |   .0244073   .0176208     1.39   0.169    -.0106048    .0594195
   dlcpilag2 |   .0348409   .0176007     1.98   0.051    -.0001313    .0698131
   dlcpilag3 |   .0096178   .0175208     0.55   0.584    -.0251956    .0444313
   dlcpilag4 |   .0059088   .0176861     0.33   0.739    -.0292331    .0410508
   dlcpilag5 |    .013792   .0174661     0.79   0.432    -.0209127    .0484968
   dlcpilag6 |   .0128625   .0174587     0.74   0.463    -.0218276    .0475525
   dlcpilag7 |   .0035586   .0174643     0.20   0.839    -.0311425    .0382598
       _cons |   .0237509   .0056663     4.19   0.000     .0124922    .0350097
------------------------------------------------------------------------------




Indonesia

       log:  d:\data\papanek2011\log\2011.10.18_wagecpi_quarter_indonesia
  log type:  text
 opened on:  18 Oct 2011, 15:37:45

. *************************************************************
. * relationship of agricultural Wages and Rural Prices in Indonesia
. regress dlwage dlcpi dlcpilag1 dlcpilag2 dlcpilag3 dlcpilag4 dlcpilag5 dlcpilag6 dlcpilag7 java su
> matra kalimantan if prov!=12 | prov!=13 | prov!=32

      Source |       SS       df       MS              Number of obs =    2219
-------------+------------------------------           F( 11,  2207) =   10.59
       Model |  .504484923    11  .045862266           Prob > F      =  0.0000
    Residual |   9.5565727  2207  .004330119           R-squared     =  0.0501
-------------+------------------------------           Adj R-squared =  0.0454
       Total |  10.0610576  2218  .004536095           Root MSE      =   .0658

------------------------------------------------------------------------------
      dlwage |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
       dlcpi |   .2009775   .0238865     8.41   0.000     .1541352    .2478197
   dlcpilag1 |   .0172102   .0054958     3.13   0.002     .0064327    .0279876
   dlcpilag2 |   .0212369   .0054824     3.87   0.000     .0104856    .0319882
   dlcpilag3 |   .0148314   .0054833     2.70   0.007     .0040783    .0255844
   dlcpilag4 |   .0150154   .0054872     2.74   0.006     .0042547    .0257761
   dlcpilag5 |   .0074161   .0053289     1.39   0.164     -.003034    .0178662
   dlcpilag6 |    .002913   .0053261     0.55   0.584    -.0075316    .0133577
   dlcpilag7 |   .0020086   .0053233     0.38   0.706    -.0084307    .0124478
        java |  -.0007887   .0041758    -0.19   0.850    -.0089776    .0074002
     sumatra |  -.0004429   .0034628    -0.13   0.898    -.0072336    .0063478
  kalimantan |   .0001787    .004232     0.04   0.966    -.0081204    .0084778
       _cons |   .0288739   .0026001    11.11   0.000      .023775    .0339727
------------------------------------------------------------------------------





Non Java   
    log:  d:\data\papanek2011\log\2011.10.18_wagecpi_quarter_nonjava
  log type:  text
 opened on:  18 Oct 2011, 15:40:25

. *************************************************************
. * relationship of agricultural Wages and Rural Prices in non Java
. regress dlwage dlcpi dlcpilag1 dlcpilag2 dlcpilag3 dlcpilag4 dlcpilag5 dlcpilag6 dlcpilag7 sumatra
>  kalimantan if (prov>=11 & prov<=18 & prov!=12 & prov!=13) | (prov>=51)

      Source |       SS       df       MS              Number of obs =    1631
-------------+------------------------------           F( 10,  1620) =    8.26
       Model |   .41018684    10  .041018684           Prob > F      =  0.0000
    Residual |  8.04753324  1620  .004967613           R-squared     =  0.0485
-------------+------------------------------           Adj R-squared =  0.0426
       Total |  8.45772008  1630  .005188785           Root MSE      =  .07048

------------------------------------------------------------------------------
      dlwage |      Coef.   Std. Err.      t    P>|t|     [95% Conf. Interval]
-------------+----------------------------------------------------------------
       dlcpi |   .2295491   .0317269     7.24   0.000      .167319    .2917792
   dlcpilag1 |    .013929   .0071416     1.95   0.051    -.0000787    .0279367
   dlcpilag2 |   .0241229   .0071166     3.39   0.001     .0101643    .0380816
   dlcpilag3 |   .0132786   .0071167     1.87   0.062    -.0006804    .0272375
   dlcpilag4 |   .0202912   .0071317     2.85   0.004      .006303    .0342795
   dlcpilag5 |   .0069402    .006826     1.02   0.309    -.0064485    .0203288
   dlcpilag6 |    .000942   .0068199     0.14   0.890    -.0124346    .0143187
   dlcpilag7 |   .0030784   .0068178     0.45   0.652    -.0102943    .0164511
     sumatra |   -.000536    .003993    -0.13   0.893    -.0083681    .0072961
  kalimantan |   .0000792   .0045333     0.02   0.986    -.0088125    .0089709
       _cons |   .0281367   .0028258     9.96   0.000     .0225941    .0336794
------------------------------------------------------------------------------

. 
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SEADI is a joint project of the U.S. Agency for International Development and the Republic of Indonesia.
Allianz Tower, 27th Floor. Unit D Jl. HR. Rasuna Said Superblok 2, Kawasan Kuningan Persada, Jakarta Selatan 12980, INDONESIA
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