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New Education Road Map Needed to Address Indonesia’s Shortage of Skilled Workers:
J.P. Morgan-SMU Study

To help bridge the skills gap, J.P. Morgan, in partnership with Education Development Center,
launch workforce readiness program.

November 1, 2016 — Indonesia needs a comprehensive overhaul of its education road map to
mitigate its shortage of skilled workers, which is exacerbated by a curriculum failing to keep
pace with developing employer needs, insufficient numbers of qualified teachers and trainers and
poor funding.

These are among the key findings from a year-long study conducted by the Singapore
Management University (SMU), in partnership with global financial services firm J.P. Morgan,
on the skills challenges faced by the ASEAN economies of Singapore, Malaysia, Indonesia, the
Philippines and Thailand.

While Indonesia enjoys a strong comparative advantage in low-skilled industries, it needs to
significantly widen its pool of skilled workers to elevate the economy to middle-income country
status, the study suggests. Currently, only 16 percent of tertiary educated graduates are studying
engineering, construction and manufacturing — the core skills needed as the economy
industrializes.

According to the study, there is a stark school-industry gap, which is the disconnect between the
skills that educational and training institutions are imparting and what the industry is seeking.
This is observed in the country’s key growth industry — the information communications and
technology (ICT) sector. While the 200,000 ICT students graduating annually from universities
appear to be sufficient in volume, their skillsets often fall short of industry needs. Similar trends
are also seen in the high-growth automotive and tourism sectors.

While the government has increased its emphasis on education reforms, including integrating
more ICT-relevant training modules into the curriculum and encouraging more students to
complete tertiary education, this is often hampered by weak infrastructure as well as insufficient
supply of suitably qualified teachers, the study shows. This is worsened by poor funding —
Indonesia has the lowest fiscal spending on education among the five ASEAN countries over the
last five years, at 10 percent of state budget.

Robust economic growth in recent years may have brought down unemployment rates, but
Indonesia’s youth unemployment still hovers at over 18 percent, which is a serious problem as it
deprives the country of one of its most important assets: the young and dynamic workforce, the
study says. More than 40 percent of the population is below the age of 25, which in principle
puts Indonesia in a strong position to achieve sustainable growth.



“Indonesia should leverage on its young workforce as a comparative advantage and prioritize
education and skills training — ensuring that there are sufficient qualified teachers and greater
involvement of industry players who can offer industrial attachments and practical training in
order for the country to achieve sustainable growth,” said Arnoud De Meyer, President, SMU.

The study recommends a complete and detailed road map to strengthen the education system
with emphasis on training industry-ready graduates at all levels, especially in the technical and
vocational education and training (TVET) field, as a critical first step. Direction should be
provided to help narrow the school-industry gap, revise outdated curriculum, enhance
consultation between industries and educational institutions, improve quality of trainers and
promote skills upgrading for workers.

The private sector, especially large corporations and multinational companies (MNCs), should be
urged to take on greater responsibility in skills training, raising the industry bar to globally
recognized standards, the study says. Success in apprenticeship programs by companies such as
Toyota Indonesia has been cited as a possible model. Industry associations should explore ways
to widen the impact of private sector-led training to a wider segment of the economy.

The government should also consider liberalizing labor laws to allow for easier employment of
foreign professionals, at least in the key growth industries, the study adds. This could attract
more MNCs into the industries, boosting foreign investment and the economy’s growth
prospects.

In response to the findings, J.P. Morgan and global nonprofit research and development
organization Education Development Center (EDC) today launched a workforce readiness
program that aims to bridge the skills gap. The Accelerated Work Achievement and Readiness
for Employment 2 (AWAREZ2) project is an innovative program that helps young people in
Indonesia, Thailand and the Philippines gain the technical and employability skills that
employers are demanding in the region’s dynamic digital economy.

“EDC’s goal is to develop a new model for demand-driven education that will prepare ASEAN
youth for lifelong careers in the digital economy,” said David Offensend, EDC President and
CEO. “We know that technology will create new jobs as well as replace them through
automation. By preparing students with higher-level cognitive skills such as creativity, design
thinking and applied analysis and problem solving we can ensure they will have the adaptive
ability to anticipate and respond to the shifts in demand in the evolving technology sector.”

The Indonesian program will focus on expanding employer engagement with the education
sector for more and better ICT entry-level hires, specializing in multimedia and graphic design
programs in partner TVET schools.

“As ASEAN’s biggest economy with a favourable demographic dividend, Indonesia presents
immense growth opportunities. As a firm, we are supportive of efforts to address its skills



challenges; J.P. Morgan is funding 14 workforce-readiness programs across the Asia Pacific
region focused on the ICT sector, three of which are in Indonesia,” said Haryanto T. Budiman,
Senior Country Officer for Indonesia at J.P. Morgan. “We are upbeat on the long-term outlook
for the economy and will remain supportive of growth and inclusion in this market.”
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About JPMorgan Chase & Co.

JPMorgan Chase & Co. (NYSE: JPM) is a leading global financial services firm with assets of
$2.5 trillion and operations worldwide. The Firm is a leader in investment banking, financial
services for consumers and small businesses, commercial banking, financial transaction
processing, and asset management. A component of the Dow Jones Industrial Average,
JPMorgan Chase & Co. serves millions of consumers in the United States and many of the
world's most prominent corporate, institutional and government clients under its J.P. Morgan and
Chase brands. Information about JPMorgan Chase & Co. is available at
WwWw.jpmorganchase.com.

About Singapore Management University

Established in 2000, Singapore Management University (SMU) is recognised for its high-impact
multi-disciplinary research that addresses Asian issues of global relevance, and for its
innovations in experiential learning. With 9,300 students, SMU offers bachelors, masters and
PhD degree programmes in Accountancy, Business, Economics, Information Systems, Law and
Social Sciences, and executive development programmes. Through its city campus, SMU enjoys
strategic linkages with business, government and the wider community in Singapore and beyond.
Www.smu.edu.sg

About Education Development Center

EDC is a global nonprofit organization that designs, implements, and evaluates programs to
improve education, health, and economic opportunity worldwide. Collaborating with both public
and private partners, we strive for a world where all people are empowered to live healthy,
productive lives. Visit www.edc.org.
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