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Globalisation, Gender, and Equity – 
Eff ects of Foreign Direct Investment on Labour 

Markets in Rural Indonesia

Karin Astrid Siegmann*

Th is study assesses the impact of foreign direct investment (FDI) on gendered 
labour markets in rural Indonesia. It focuses on the gender composition of the 
workforce, female and male workers’ employment conditions and gender wage 
inequality. Th e research strategy of »between-methods triangulation« is chosen, 
denoting the combination of quantitative and qualitative types of data genera-
tion and analysis.
Two underlying mechanisms have been identifi ed. A »cost eff ect« associated with 
transnational corporations’ (TNCs’) greater orientation towards the world mar-
ket is the preferential recruitment of, on average, lower paid female workers. In 
light of global competitive cost considerations, this appears as a rational strat-
egy for TNCs. Conversely, foreign fi rms’ advanced technological endowments 
relative to domestic companies require a well-educated workforce with techni-
cal skills. In light of these perspectives, gender gaps in education and, on aver-
age, women’s weaker labour market attachment disadvantage female workers’ 
employment in TNCs. Both eff ects are mediated by a »reproductive constraint«. 
Th is refers to the asymmetric distribution of reproductive obligations between 
female and male household members, whereby female input into the domestic 
economy is more demanding relative to that of males.
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. Introduction

Th is study assesses the impact of globalisation on gender equity in rural Indonesia. Th e 

need to include a gender dimension into the analysis of international trade and investment 

fl ows was emphasised in  by the Eleventh United Nations Conference on Trade and 

Development (UNCTAD) – UNCTAD XI. Th e conference embraced the issue of »Trade 

and Gender« as one of its three cross-cutting themes. At a regional level, the EU intends 

to support reforms in developing countries’ trade and investment policies that also serve 

gender equality (EK ).

Indonesia has experienced both bright and dark sides of global economic integration 

and thus provides a good test case for this investigation. A gender dimension in Indonesia’s 

development between »East Asian miracle« (World Bank ) and Asian fi nancial crisis is 

commonly only noted in the margin: on the one hand, the export-oriented development 

model of Southeast Asian economies drew large numbers of female workers into the paid 

labour market. On the other hand, the brunt of the social costs associated with the Asian 

fi nancial crisis is assumed to be borne by women (Atinc / Walton ). Th ey compen sated 

formal sector layoff s of male household members by increased informal employment (Came-

ron ) and higher domestic working time (Th omas et al. ).

Whereas previous research analyses eff ects of globalisation on Indonesia based on struc -

tural change in urban areas, this study focuses on rural areas of the country. Th is is where 

the majority of the population lives and where gender gaps in access to education and in-

come are wider than in urban parts of the country.

Foreign direct investment (FDI) is selected as an aspect of globalisation, which is a 

special concern for policy-makers in Indonesia. Particularly after the Asian fi nancial cri-

sis, it is hoped that investment from abroad helps to carry the massive public debt and 

that transnational corporations’ (TNCs’) activities create jobs in the troubled economy. 

Th is expectation is in stark contrast to the net FDI outfl ows since the crisis started in  

(Figure  below).

Th e investigation focuses on eff ects of FDI on gendered labour markets, considering 

the gender composition of the workforce, female and male workers’ employment condi-

tions, and gender wage inequality in foreign and domestic fi rms. Both productive work, 

remunerated at the labour market, and reproductive work in the domestic economy are 

looked at as interactions between the two spheres are assumed.

Aiming at an assessment of the gendered employment and equity eff ects of FDI in 

rural Indonesia, specifi cally the following research questions are addressed: . What is the 

quantitative employment eff ect of FDI for women and men, respectively, including re-

productive work? . What is the gender-specifi c eff ect of FDI on the quality of employ-

ment? . What is the eff ect of FDI on gender wage inequality?

  Th e article is based on Siegmann ().

  Th e notion of ›gender‹ refers to socially constructed roles and socially learned behaviours and 

expectations associated with females and males (World Bank ).
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. Conceptual Framework

Economic research on gendered labour market results underlines the importance of sup-

ply-side determinants of women and men’s work and wages, amongst them gender diff er-

ences in the endowment with productive human capital (Mincer / Polacheck , Min c -

er ). A newer literature stresses structural factors and links gender inequality in the 

labour market with processes of global economic integration (Çağatay , Berik , 

Braun stein , Özler , Seguino a, b and , Joekes , Standing , 

Çağatay/Özler ). Especially, trade liberalisation in manufacturing is identifi ed as a cat-

alyst of female labour market integration. So far, few attempts have been made to identify 

causal infl uences between FDI and gender inequality in the labour market.

Th ree distinguishing features of FDI are assumed to mediate its labour market eff ects. 

Th ese are TNCs’ greater export-orientation, their higher degree of mobility as well as their 

technological advantage compared to their domestic competitors (Hanson , Seguino 

a). Th ese characteristics can be assumed to infl uence gendered labour markets in the 

following manner (Figure ):

Figure : FDI Eff ects on Gender-specifi c Labour Markets – Conceptual Framework
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Export-orientation increases the relative demand for female labour. Th is higher quantity 

demanded is motivated by the lower wages female workers receive on average. Th ey allow 

companies to compete more successfully in the world market (Seguino b). Following 

Braunstein (), gender roles intervene in this relationship. According to her, the quan-

tity demanded increases even more in economies where household structures prevail with 

a high degree of female responsibility for the family’s sustenance, i. e. with a greater extent 

of female autonomy. Th is would lower female reservation wages and thus boost relative 

female employment further.

FDI eff ects on working conditions for female and male workers are supposed to be 

mediated by TNCs’ comparatively higher mobility. It may weaken TNCs’ workforces’ bar-

gaining power in times of troubled industrial relations as employers can stress their option 

of relocation. Combined with the previous aspect, namely the crowding of women in ex-

port-oriented industries, this may have a gendered impact, discouraging particularly female 

workers to protest against inadequate working conditions (Seguino a). A second poten-

tial eff ect on gendered employment quality is equally arbitrated by TNCs’ stronger cost 

orientation, associated with their higher propensity to export. Th e greater cost competi-

tion in the world market provides an incentive for employers to choose more precarious 

forms of employment in order to minimise fi xed wage costs (Standing ).

Finally, for eff ects on gender wage diff erentials, two contrary eff ects are predicted. Gen-

der wage inequality may increase through weakened bargaining power of female workers 

crowded in TNCs due to the outlined threat eff ect (Seguino a). On the other hand, 

technology-intensive TNCs may reward the risen relative educational levels of female work-

ers. FDI may thus induce a closure of the gender wage gap (UNCTAD ).

Th e following working hypotheses have been based on the conceptual framework pres-

ented above: it is assumed that increases in FDI lead to a relatively greater increase in paid 

employment for women than for men (Ha) and to a relatively higher increase in the to-

tal working time for women than for men (Hb). Besides, it is deducted that FDI leads 

to a general deterioration of the quality of employment. Its consequences are more severe 

for female jobs (H). Furthermore, it is believed that FDI do not induce a decrease in 

gender wage inequality (H).

. Th e Indonesian Setting

In this section, the Indonesian setting is introduced. Th e role of FDI in the Indonesian 

economy as well as gender (in)equality in the labour market is highlighted.

Especially after , substantial reforms were undertaken in Indonesia’s investment 

policy. Th is led to a dramatic growth of the fi nancial sector. During the following years, 

the country experienced a massive infl ow of FDI that was reverted in the course of the 

Asian fi nancial crisis (Figure ).



Karin Astrid Siegmann: Globalisation, Gender, and Equity 117 

Figure : FDI Net Infl ows to Indonesia,  to 
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Th e upper line of Figure  underlines that the signifi cance of foreign investment in Indonesia 

increased until the mid-s. However, even at the peak of FDI infl ow, the ratio of for-

eign equity in total utilised capital never surpassed ten percent.

Initially, FDI infl ows were mostly related to Indonesia’s primary sectors. Since the 

s, the focus of foreign investors has shifted to manufacturing. Th is sector combines 

about  percent of total cumulative realised FDI and  percent of all realised projects 

between  and  (BKPM , quoted from Th ee ). Direct labour market ef-

fects of FDI in the Indonesian economy are rather modest. Th is is linked to the moder-

ate role of FDI in gross capital formation in the country reported above. Employment in 

TNCs as a percentage of total employment is around one percent. Beyond this, Hill () 

sees indirect employment eff ects, for example close business ties between Indonesian ex-

porters and foreign buyers, as employment-relevant.

In Indonesia, men are commonly regarded as household heads and primary bread-

winners. Consequently, women’s contributions to household income are usually perceived 

as supplemental and women as being »supporters« of their husbands ( JICA ). Th is 

perception infl uences the Southeast Asian country’s labour markets.
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Indonesia is characterised by pronounced gender gaps in access to resources. Th e gen-

der gap in education is almost closed for primary education. It increases with the level of 

educational attainment caused by priority given to boys’ higher education and the large 

extent of child marriages, mainly in rural areas ( JICA ).

Th e ILO Convention No.  on Equal Remuneration for Men and Women for Work 

of Equal Value has been signed by the Indonesian government in . Nonetheless, the gen-

der wage diff erential persists, although it declined both in rural and urban areas. Whereas 

in  women’s hourly wages represented  percent of males’ pay in rural Indonesia, they 

had risen to  percent in  (Feridhanusetyawan/Aswicahyono ).

As compared to other Southeast Asian countries, female labour market participation 

(FLMP) of  percent in  is relatively high. Th e corresponding male fi gure is  per-

cent (Genderstats ). Labour market integration of women increased during the period 

of export-led growth in Indonesia. Th e growth was more pronounced for urban areas be-

cause new employment opportunities were found in urban manufacturing and the level of 

female participation in the agricultural labour force was already high. Male labour market 

participation (MLMP) decreased, partly caused by the longer years they spent in schooling.

Figure : Gender-specifi c Sectoral Employment in Indonesia, 
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Although the overall signifi cance of agriculture in the economy has decreased, agriculture 

is the main employer for both women and men, providing work for almost half of both 

working females and men (Figure ). For women workers, manufacturing, trade, and other 

services employment is most important thereafter. Th e higher export-orientation after  
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has catalysed female labour market integration. Th is refl ects the risen importance of female 

employment in manufacturing. Besides manufacturing and trade, the construction sector 

looms large as employer for male workers.

. Methodology

Gender biases in labour markets form the starting point for this study. Th ey are refl ected 

in the quantitative data sources and methods commonly applied for economic analyses of 

the labour market. Th erefore, this investigation chooses an innovative methodology for 

the study of FDI eff ects on gendered labour markets in rural Indonesia. Such »between-

method triangulation« combines quantitative and qualitative methods of data generation 

and analysis (Denzin ).

Berik () emphasises three reasons why gender economists should make use of the 

complementarities of quantitative and qualitative methods. Firstly, quantitative surveys 

commonly applied in empirical economic research often show male biases. A typical ex-

ample is the notion of work, which is often understood diff erently by women and men 

(Ilahi , Raharto ). Secondly, survey data typically generated for economic analy-

sis focuses on outcomes, such as employment, expenditure, wealth etc. Qualitative meth-

ods may allow for more fl exibility in the conceptualisation and measurement of econom-

ic processes such as entry into wage labour, discrimination, or impoverishment. Th irdly, 

the expansion of economic analysis to fi elds of, so far, marginal concern to the discipline 

may be helped by the use of the more fl exible qualitative methods. In the context of this 

investigation, this is particularly relevant for the analysis of the quality of employment 

and reproductive work. 

Quantitative data that are considered for this paper are chiefl y taken from recent house-

hold and establishment surveys of the Badan Pusat Statistik (BPS), the Indonesian Central 

Bureau of Statistics. Th ose are the Indonesian National Socio-Economic Survey (Survei 

Sosial Ekonomi Nasional, SUSENAS), the  Large Estates Inventory, the  Annual 

Manufacturing Survey as well as the  Hotel and Other Accommodation Inventory.

Qualitative data were generated through focus group discussions (FGDs) conducted 

by the author in . Th e distinguishing feature of FGDs is that data generation takes 

place through group interaction on a subject defi ned by the researcher (Morgan, ). 

It is carried out with a small number of six to twelve selected individuals. FGDs have the 

advantage of generating a large and diverse amount of information in a limited period of 

time, that is, commonly not more than two hours. Th ey tend to reduce individual inhibi-

tions and hence may reveal information which might not be obtained in individual inter-

views. Th is may be especially relevant for gender-related research. FGDs are found to have 

the capacity to give a voice to marginalised people (Madriz , Montell ) and to 

allow participants a fair degree of control over their own interactions (Morgan ).

  An overview over the technique can be found in Morgan ().
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Th e FGDs took place in the following four sectors of rural Indonesia: in the large 

estate sector in district Deli Serdang, North Sumatra, in mining in the East Kutai district, 

East Kalimantan, in manufacturing in Karawang, West Java, and in the hotel sector of 

Badung, Bali. For the selection of research sites and sectors, a combination of stratifi ed pur-

poseful and intensity sampling has been applied. »Stratifi ed purposeful sampling« refers to 

the selection of cases which capture major variations of variables of interest (Patton ). 

Stratifi cation criteria applied are (i) main economic sector and (ii) geographic diversity in 

order to capture sector-specifi c recruitment and wage-setting mechanisms as well as (some 

of ) the enormous socio-cultural diversity of the country. »Intensity sampling« refers to 

the selection of cases which display variables of interest with high intensity (Patton ). 

Relevant variables for the analysis are (iii) a high presence of FDI and (iv) high absolute 

employment, which are therefore chosen as selection criteria. Th e total cumulative value of 

realised FDI from  to  for the primary sector was highest in mining, reaching a 

value of US-$ . billion. For services, the hotel and restaurant sector attracted most FDI 

during the same period (US-$ . billion). Regarding selection criterion (iii), these two in-

dustries were therefore seen as most appropriate candidates for fi eld research. According to 

selection criterion (iv), agriculture absorbs the largest share of the workforce in the primary 

sector. Two of its sub-sectors, mining and estates, are chosen due to this sector’s particular 

signifi cance for rural Indonesia. For services, most workers – . million – were employed 

in the trade, hotel and restaurant sub-sector (BPS ). Hotels was the services sub-sec-

tor selected for fi eldwork. Manufacturing was not further diff erentiated into sub-sectors.

Th e quantitative data were analysed with the help of econometric and decomposition 

techniques.

Regarding the analysis of determinants of relative female employment, the central vari-

able of interest is FDI. It is operationalised as the percentage of foreign capital in a fi rm’s 

total capital stock. Further, it is explored whether an interaction between gender-specifi c 

human capital endowment and eff ects of FDI on relative female employment exists. Such 

joint eff ects play a prominent role in the discussion of the macro-economic impact of FDI 

(Lipsey , Borensztein et al. , Dasgupta et al. ). In addition to FDI as a simple 

regressor, it is therefore interacted with a dummy representing an above average percent-

age of female workers with secondary education of total female workers.

To assess determinants of relative female employment (RELFEM) in rural Indonesia, 

three models are estimated: fi rstly, the impact of a vector of control variables ( ′X ) such 

as size, capital intensity, or the establishment’s export-orientation on the extent of its rela-

tive female employment (RELFEM) is tested (model ). Secondly, FDI and its interac-

tions with export-orientation (EXPORT), with the level of female human capital (HC) as 

well as interactions between FDI and the gender gap in education are included addition-

ally (model ). Finally, the specifi cation is expanded by a proxy for the extent of female 

autonomy within the household (FEMREP) as well as its interaction with FDI in order 

to test for the validity of Braunstein’s () model mentioned above (model ). Relative 

female representation in provincial governments is applied as a substitute for the unob-

served autonomy variable.
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(model ) RELFEM X u= + ′ +ˆ ˆα α0 1 1

(model ) RELFEM X FDI FDI EXPORT HC= + ′ + + ⋅ + ′ˆ ˆ ˆ ˆ ˆγ γ γ γ γ0 1 2 3 4

FDI HC u+ ⋅ +γ̂5 2

(model ) RELFEM X FDI FDI EXPORT HC= + ′ + + ⋅ + ′ˆ ˆ ˆ ˆ ˆδ δ δ δ δ0 1 2 3 4

FDI HC+ ′ ⋅ +ˆ ˆδ δ5 66 7 3FEMREP FDI FEMREP u+ ⋅ +δ̂

with ui=disturbance term

In order to examine the eff ect of FDI on gender wage inequality, a wage equation is esti-

mated for female and male wage earners, respectively. Besides commonly included predic-

tors such as formal education (EDUCAT), experience (EXPER), and number of working 

hours (LNHOURS), it also contains concentration of FDI by sector and region (FDIPOP) 

as one of the explanatory variables. Th e inclusion of an FDI proxy is based on the assump-

tion that employment in TNCs can be a structural factor that infl uences workers’ pro-

ductivity and thus their remuneration. Its interactions with education (FDINTER) are 

checked as it is argued above that for FDI to unfold its eff ects on the host economy a cer-

tain threshold value of human capital endowment has to be reached. Th e natural log of 

female and male monthly cash wages (LNWAGE) represents the dependent variable.

Th e estimated specifi cation can be formalised as follows:

LN LNWAGE HOURS EDUCAT EXPER FDIPOPi i i i i i= + + + +ˆ ˆ ˆ ˆ ˆβ β β β β0 1 2 3 4

+ β̂β5FDINTER ui i+

with i=female (f ), male (m); ui=disturbance term

Th e estimation results were decomposed into their »explained« and »unexplained« parts 

following a technique developed by Oaxaca (). According to this approach, gender 

wage diff erentials can be decomposed like this:

ln( ) ˆ ˆ ˆ1− = ′ − ′G z zf m∆ ∆β β

G denotes the raw wage diff erential, that is the diff erence in average male and female wages, 

(here) weight by the average male wage. zi
′ represents a vector of mean values of productiv-

ity-relevant traits of female and male wage-earners, and β̂i refers to the respective estimated 

coeffi  cients. Th e second part of the expression ( ˆ )∆ ′z mβ  is related to gender-specifi c diff er-

ences in productive endowments and represents the explained part of the wage diff erential. 

Th e fi rst part ( ˆ)z f
′∆β  refers to diff erences in the female and male coeffi  cients, i. e., the dif-

ferential evaluation of an identical bundle of traits by the market if possessed by women 

and men, respectively (Blinder ). Th is part identifi es the unexplained, discriminatory 

fraction of the wage diff erential. Th e focus here is on the explanatory power of the various 

regressors in the explained part of the diff erential ( ˆ )∆ ′z iβ , the coeffi  cient of the FDI-vari-

able, as well as its contribution to the »explanation« of the gender wage gap.
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Th e results of the econometric and decomposition analysis were then compared and 

contrasted with the determinants of gendered work and wages as identifi ed in the thematic 

analysis of the FDGs. Transcripts of the FGDs were classifi ed with codes derived from rel-

evant variables in the quantitative datasets. For the codes »gendered employment«, »gen-

dered wages« and »gendered employment quality«, all relevant quotations were grouped 

according to foreign or domestic ownership. It was then assessed whether and in which 

way the type of ownership infl uences the respective variable.

. Results and Discussion

Th e results of the investigation show that an assessment of the hypotheses depends on the 

specifi c sector under consideration. For example, whereas, according to the quantitative 

analysis, a larger foreign share in a plantation fi rm’s capital stock is associated with higher 

relative female employment, the opposite is true for hotel employment (Ha) (table ).

Table : FDI Eff ects on Gender-specifi c Market Work in Rural Indonesia

H1a FDI increases female employment more than male employment.

Quantitative Data Qualitative Data

Estates Positive FDI effects on relative female employ-
ment**. Positive interaction with gender-specifi c 
educational differences** and female autonomy*.

No FDI effects on relative 
female employment.

Mining1 – Positive FDI effects on 
relative female employment.

Manu-
facturing

Negative FDI effects on relative female 
employment**. Positive interaction with export 
orientation** and female human capital**.

Positive FDI effects on 
relative female employment 
(possibly sampling effect).

Hotel 
sector

Negative FDI effects on relative female 
employment**. Positive interaction with female 
autonomy**.

Positive FDI effects on 
relative female employment 
(possibly sampling effect).

 No quantitative data available for Mining.

* Coeffi  cient signifi cant on a  percent level. ** Coeffi  cient signifi cant on a  percent level.

In mining, more concern for working conditions is found in foreign fi rms than in the 

plants of their domestic competitors. For hotels, employment quality appears to be infl u-

enced by establishment size, and in manufacturing by – gender-typed – sectoral factors 

rather than by fi rm ownership (H) (table ).

Regarding equity eff ects of FDI, it was found that FDI infl uences female as well as 

male wages positively across sectors. Whether it closes the gender wage diff erential is an 

issue apart, though (H). Among others, it depends on the segregation of female and male 

workers in FDI-intensive (sub-)sectors.
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Table : FDI Eff ects on Gender-specifi c Quality of Employment in Rural Indonesia

H2 FDI leads to a deterioration of employment conditions, with more severe 
consequences for female employees.

Qualitative Data1

Estates No FDI effects on gender-specifi c quality of employment.

Mining Positive FDI effects on gender-specifi c quality of employment. More observation 
of safety and health at the work place and less extent of temporary employment 
in foreign enterprises. 

Manu-
facturing

No FDI effects on gender-specifi c quality of employment (possibly sampling effect).

Hotel 
sector

Negative FDI effects on gender-specifi c quality of employment (possibly sampling 
effect).

 No quantitative data available for the analysis of gender-specifi c quality of employment.

Assuming the female wage structure to prevail in the non-discriminatory case, a decom-

position of the gender-related wage diff erential in rural Indonesia indicates a modest, but 

positive direct contribution of FDI to a closure of the gap (table ). In this interpretation, 

Psacharopoulos / Tzannatos’ () approach is followed. Th ey read a female advantage in 

endowments in combination with a positive coeffi  cient of the respective productive trait 

as contributing to a reduction of the wage diff erential. Accordingly, an on average longer 

female work experience is assumed to contribute to a closure of the gender wage gap if ex-

pe rience raises wage levels.

Table : Oaxaca Decomposition of Gender-specifi c Wage Diff erentials in Rural Indonesia, 

Female wage structure

Explained share of 
wage differential
(∆z • βf of monthly 

wage in IDR1)

Explained share of 
raw wage differential

(%)

Raw gender-specifi c wage differential
(lnw

m
-lnw

f
= 0.62) – –

FDI 0.00 0.23

Interaction FDI/formal education (FDINTER) -0.01 -1.26

FDI VARIABLES – -1.03

Working hours (LNHOURS) 0.12 20.10

Formal education (EDUCAT) 0.09 14.74

Work experience (EXPER) -0.05 -8.15

HUMAN CAPITAL VARIABLES – 26.69

Total – 25.66

Note: List of variables see appendix . 

 Indonesian Rupiah

Source: BPS (); own calculations
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Yet, the analysis of the FGDs shows that processes increasing the gender gap in education 

and in labour market attachment especially in rural Indonesia play an indirect role in hinder -

ing women workers from benefi ting from wage premia paid in foreign companies. Th us, 

indirectly, FDI widens the gender wage diff erential.

Th e only working hypothesis supported in all sectors studied is Hb: employment in 

foreign fi rms always increases female total working time. However, this eff ect is not spe-

cifi c to TNC employment, but to female compared to male labour market integration in 

general. It is attributed to the rigidity of gender norms, which ascribe female rather than 

male household members the primary responsibility for reproductive work, independent 

of their labour market participation.

Th is varied picture qualifi es simple assumptions of TNC activity to lead to increased 

gender equality in employment and – via upward pressure on female wages – to a reduc-

tion of gender wage diff erentials. However, two underlying mechanisms can be identifi ed 

as generating the sectorally diff ering results (fi gure ).

Figure : FDI Eff ects on Gender-specifi c Labour Markets – A New Conceptual Framework

Relative

female

employ-

ment

quality

Relative

female

employ-

ment

quality

Relative

female

productive

employ-

ment

Relative

female

productive

employ-

ment

Technology

intensity

Technology

intensity

SizeSize

Gender

wage

equality

Gender

wage

equality

Export

orientation

Export

orientation

FDI

Human capitalHuman capital

+ +

+

+

Reproductive
constraint

Reproductive
constraint

–

–

––

–

+

+

+

Technology effect

Cost effect

Causal influence

Intervening influence



Karin Astrid Siegmann: Globalisation, Gender, and Equity 125 

A »cost eff ect« associated with the greater orientation toward the world market, and thus 

more stress on cost considerations of TNCs, makes preferential recruitment of – on aver-

age lower paid – female workers a rational strategy for these enterprises. Conversely, for-

eign fi rms’ advanced technological features relative to domestic companies require a well-

educated workforce with technical skills. Given this perspective, gender gaps in education, 

particularly pronounced in rural Indonesia, and female workers’ weaker labour market 

attach ment in the form of hours worked and length of employment disadvantage female 

workers’ employment in TNCs.

Table : Determinants of Relative Female Employment in Large Estates, , and in the 
Rural Hotel Sector,  (Tobit estimates)

Plantations Hotel sector

Coeffi cient Stand. Coeffi cient Stand.

(z-statistics) Coeff. (z-statistics) Coeff.

Dependent variable: relative female employment

Constant 36.18   (5.41)* 41.69 (28.85)*

FDI 0.16    (1.92)* 0.16 -0.11     (-3.31)* -0.05

Female human capital (HC) -11.70     (-4.04)* -0.24 -3.77  (-4.59)* -0.11

FDI • HC 0.05   (0.72) 0.03 -0.11     (-1.33) -0.05

(Other variables not reproduced)

N 436 2,175

Corr. R-square 0.21 0.22

Log likelihood -1,881.49 -8,995.96

Notes: Binary variables for oil palm plantations and state ownership are not reproduced for the 

estimates for large estates; star classifi cation of hotels, western Indonesia and a variable capturing the 

distance to the next seaport are not reproduced for the estimates for the hotel sector. Lists of variables 

see appendices  and .

* Coeffi  cient signifi cant on a  percent level.

Sources: BPS ( und ); own calculations

Th is may, for example, explain the positive association of foreign ownership with relative 

female employment among fi eld workers in plantations compared to the contrary result 

in rural accommodation establishments (table ). In contrast to hotels, plantation employ -

ment is less infl uenced by formally acquired skill considerations. Th e cost eff ect is thus 

driving FDI eff ects on the gender composition of the workforce in estates, whereas a »tech-

nology eff ect« is at work in rural hotels.

On the whole, in the empirical analysis the technology eff ect is found to be a more rele -

vant factor than the cost eff ect for the determination of the gender composition of the workforce.

Both eff ects are mediated by a »reproductive constraint«. It refers to the asymmetric 

distribution of reproductive obligations between female and male household members, 
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more demanding by far for female than male work input in the domestic economy. Th is 

asymmetry, to the disadvantage of women, is legitimated by gender norms which ascribe 

men the role of the household’s main breadwinner and women the task of a homemak-

er and secondary income earner. As stated above, this structure is found to be relative-

ly inelastic with respect to the labour market, for instance wage movements, and there-

fore considered a constraint for rather than a result of particularly female market labour 

supply.

Th e reproductive constraint mediates the technology eff ect, for example, as it brings 

about a higher female labour turnover due to childbirth and childcare. Consequently, ac-

quisition of skills is discouraged for women due to their weaker labour market attachment. 

In addition, from the employer’s perspective, on the job training of female workers is less 

probable to generate returns for the same reason. Th is is of special relevance for human 

capital-intensive TNCs. Th e reference to ascribed gender roles also legitimates the cost 

eff ect. Gender norms depicting women as secondary income earners lower their reserva-

tion wages, thus legitimising the comparatively poorer female wages.

Likewise, the reproductive constraint intervenes into FDI eff ects on employment 

qual ity for the female and male workforce. Th e most obvious entry point is the relatively 

weaker bargaining power of female workers as their disposable time is squeezed by labour 

supply to the reproductive economy. As a result, their active participation in trade unions 

is demotivated. Although the commonly larger and more visible foreign fi rms have a com-

parative advantage in organising the workforce, consequently, women’s interests are less 

well-represented in unions.

Last but not least, women’s obligations in the household infl uence gender wage dif-

ferentials. Th e reduced recruitment of female workers in skill- and/or technology-intensive 

jobs in TNCs due to their lower levels of formal schooling and their weaker attachment 

to the labour market mean that the associated wage premia rather benefi t male workers, 

thus increasing gender wage inequality.

. Conclusions

Th e framework developed here allows to explain processes of feminisation and defemini sa-

tion as well as movements of the gender wage gap in the course of rural Indonesia’s tighter 

integration into the global economy. It does so by referring to the counterrotating cost 

and technology eff ects brought forth by distinguishing features of FDI. Its eff ects are me-

diated by a reproductive constraint.

Between-method triangulation has increased the validity of the association between 

labour market results in rural Indonesia and FDI. Th e methodology permitted to qualify 

partially biased quantitative results as well as to capture economic processes’ causalities 

more adequately. Moreover, between-method triangulation has facilitated the investigation 

of new fi elds, which have so far hardly been covered by quantitative data generation such 

as the area of reproductive work and employment conditions.
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Besides, it off ers starting points for intervention of various actors for more gender 

equality in labour markets. Short-term entries are improved by female access to technical 

training, the provision of childcare for the workforce as well as support for women in trade 

unions in order to strengthen female bargaining power in industrial relations. Long-term 

approaches would aim at more equal burden-sharing between women and men in repro-

ductive tasks as their asymmetrical distribution is central in generating gender inequality 

in labour markets.

Appendices

Appendix : List of Variables – Determinants of Gender-specifi c Wages in Rural Indonesia

Variable Defi nition Operationalisation

LN WAGE Wage Natural logarithm monthly wage (IDR1) 

FDI FDI Cumulative FDI approvals by sector and province 
level 1967–1999 (in 1,000) US-$ per inhabitant

FDINTER Interaction FDI • formal 
education

FDI • formal education (years)

LN HOURS Working hours Natural logarithm monthly working hours

EDUCAT Formal education Formal education (years)

EXPER Working experience Age – years of formal schooling – 6 – (0.25 • 
number of surviving children for women)

 Indonesian Rupiah

Appendix : List of Variables – Survey Large Estates 

Variable Defi nition Operationalisation

RELFEM Relative female employment Share of permanent female farm workers in total 
permanent farm workers

FDI FDI Share of foreign capital in total capital

HC Female human capital Binary variable with 1=above average percentage 
of permanent female farm workers with seconda-
ry education; 0=average and below average 
percentage of permanent female farm workers 
with secondary education

FDI • HC Interaction FDI and female 
human capital

Interaction FDI • HC
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Appendix : List of Variables – Survey of Hotel Sector 

Variable Defi nition Operationalisation

RELFEM Relative female employment Share of female employees in total employees

FDI FDI Share of foreign capital in total capital

HC Female human capital Binary variable with 1=above average percentage 
of female employees with secondary education; 
0=average and below average percentage of 
female employees with secondary education

FDI • HC Interaction FDI and female 
human capital

Interaction FDI • HC
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