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BACKGROUND: STEADY BUT SLOW

Standard deviation of GDP growth, 2000-2017 (GDP per capita, constant, PPP 2011 international dollar)
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shown in the graph. (ii) Dotted lines show the averages of each variable.

Source: Author’s illustration based on IMF World Economic Outlook Database



THREE MAIN PERIODS:

1960s-MID 1970s; MID-1970s-MID1990s; 2000s-

Gross income Gini Gross income Gini
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Notes: (i) The missing Gini coefficients were calculated using linear interpolation. (ii) Manufacturing value added and employment shares are five-year moving

averages. For example, the data for 1975 is an average of data for 1971-1975.

Source: Author’s illustration based on GGDC 10-Sector Database and UNU-WIDER WIID
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KUZNETSIAN TENSION IN THREE PERIODS
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KEY FINDINGS ON THE LATEST PERIOD

* Structural transformation losing dynamism
* Weak growth in manufacturing & high value-added services
* Recent increase in investment to strengthen ‘fundamentals’ (e.g. infra.): Positive but far from enough

* Selective industrial policies & SOE-led high-tech. manufacturing development: Require more attention

* Questionable record on inclusive growth

* Will be close to eradicating extreme poverty by 2030, but poverty rates at higher thresholds are still
very high & inequality is close to the post-independence period’s peak

* Recent increase in investment on targeted social policies: Positive but far from enough

* Challenges
* Strengthening fiscal revenue and expenditure / sourcing domestic financial resources for development
* Legitimising state’s long-term investment and industrial policies

* Making social policies progressive



ECONOMIC HISTORY 2
STRUCTURAL TRANSFORMATION
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ECONOMIC HISTORY ¢
QUALITY OF LIFE & INEQUALITY
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TRENDS IN ST s

VALUE ADDED
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Source: Author’s illustration based on GGDC 10-Sector Database.
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TRENDS IN ST s

EMPLOYMENT
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TRENDS IN ST s
LABOUR PRODUCTIVITY
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TRENDS IN 1G 4
INEQUALITY
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TRENDS IN 1G
POVERTY RATE

(%)
00 e . ° : ° W
80
60
40
20
0
1984 1989 1994 1999 2004 2009 2014
Headcount ($1.9) Headcount ($3.1) —o— Headcount ($10.0)
Poly. (Headcount ($1.9)) Poly. (Headcount ($3.1)) Poly. (Headcount ($10.0))

Source: Author’s illustration based on World Bank, PovcalNet.



TRENDS IN 1G 4
GROWTH ELASTICITIES OF POVERTY
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TRENDS IN 1G

FORMAL/INFORMAL EMPLOYMENT
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| PO“CIES (1/2)
ST (2010s)

* Selective trade and investment protectionism

* Selective liberalisation

* State enterprise-led development projects



PO“CIES (2/2)
1G (2010s)

(Trillion rupiah, real, 2010 prices, annual average)
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POLITICAL ECONOMY

Government revenue (% of GDP) Government expenditure (% of GDP)
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RECENT ST TREND AND CONCLUSION
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