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ABSTRACT 

 

 In Indonesia, much like most other countries, there is an earnings disparity between men and 

women. There are numerous demographic and other factors that influence the gender wage gap. I 

examine whether controlling for these factors narrows the gender wage gap and examine the 

largest determinants of wages. Further, I examine whether controlling for sector lessens the 

gender wage gap. Using ordinary least squares multiple regression, I find that men earn, on 

average, more than women in Indonesia and that this disparity narrows when controlling for 

several observable characteristics. However, my results do not support my hypothesis that 

controlling for sector reduces the gap in wages between men and women. My findings reveal key 

determinants of the gender wage gap in Indonesia and in turn, point to several policy 

recommendations, including supportive childcare and access to quality part-time work, that 

could potentially narrow the gender wage gap. My findings ultimately suggest that a portion of 

the gender wage gap in Indonesia remains unexplained.  
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INTRODUCTION 

 

 In the last few years, there has been a renewed global emphasis on the rights and the 

status of women. In particular, the gender wage gap - that is, the gap in average wages paid to 

women compared to men - has been increasingly studied and discussed as a pressing issue that 

should be resolved in countries around the world (Rubery 2016). Globally, women earn, on 

average, less than men. This disparity is due to many factors, including unequal access to 

education, career interruptions, employment discrimination and bias, lack of laws mandating 

equal pay, and concentration of women in lower-paying, unskilled roles and sectors, among 

others. Some of these factors can be controlled for and doing so helps to provide a more accurate 

depiction of the difference in men’s and women’s earnings, demonstrate how much of the gender 

pay gap can be attributed to discrimination, and inform policy solutions to address the root 

causes of disparity. However, most studies to date focus on the United States or other developed 

countries, or report on the gap in average wages paid to women compared to men without 

controlling for other factors, or both. 

 In this thesis, I examine whether the gender pay gap exists in Indonesia, after controlling 

for age, hours per week worked, level of education, whether they have children, marital status, 

ethnicity, geography, and sector. I test the hypothesis that men earn more than women in 

Indonesia, even when these factors are controlled for. Further, I test the hypothesis that the 

inclusion of demographic and other control variables reduces the gender wage gap. Finally, I 

hypothesize that when controlling for sector of work, the gender pay gap is reduced. In other 

words, I predict that controlling for sector of work helps to explain a portion of the gender pay 
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gap. To test this, I use data from the Indonesian Family Life Survey in an ordinary least squares 

multivariate regression model. 

 Since the 1990s, Indonesia has experienced swift economic growth and withstood two 

global financial crises.a It stands as the largest economy in Southeast Asia (The World Bank). 

Annual GDP growth has remained steady in recent years, at around five to six percent, driven 

mainly by the service sector (Majid and Nayantara 2018). The country achieved middle income 

status in 2004 and has cut the poverty rate by more than half since 1990 (The World Bank). 

These economic changes have affected the structure of the labor market. Between 1990 and 

2015, the gap in women’s and men’s labor force participation increased (Majid and Nayantara 

2018). In 2014, the labor force participation rate of men was 80.55 percent, while the labor force 

participation rate of women was just 52.81 percent in Indonesia (The World Bank 2019).b 

Women are often found managing household responsibilities or in the informal sector, and thus 

not counted in the formal labor force.  

 In 2014, Indonesia ranked 97 out of 142 countries on the World Economic Forum Gender 

Gap Index (2014). Indonesia has made significant progress in achieving gender equality over the 

last few years, but much of this success has been in educational attainment and literacy (Hoque 

2015). As noted previously, the engagement of women in the formal workforce remains limited. 

Cultural norms and societal expectations, primarily around early marriage and motherhood, 

inhibit women’s access to the workforce. There is a broad cultural concern within Indonesia that 

the household and the family should be women’s main responsibilities and that formal 

 
a East Asian Financial Crisis of 1997-98 and the 2008 Global Financial Recession. 
b Labor force participation rate, male and female (percentage of male and female population ages 15-64) (modeled 

ILO estimate). World Bank Data. 
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employment may detract from that (Garcia et al. 2015). In terms of legal protections, there are no 

legal restrictions to pursuing a trade or profession in the same way as men, working the same 

hours as men, and working in the same industries as men. Articles five and six of Law No. 13 of 

2003 prohibit discrimination in employment based on gender, but there is no law explicitly 

mandating equal pay for men and women (World Bank Group 2020).  

 A look at the average wages of men and women in Indonesia shows clearly that men earn 

more than women. However, this gap has been steadily closing since over the last two and a half 

decades (Schaner and Das 2016). The gender wage gap results in more limited choices for 

women. They cannot reach economic empowerment and independence without fair and equal 

wages. It also reduces women’s lifetime earnings and retirements savings. Beyond impacts to 

women themselves, unequal pay can be bad for business: companies that have pay transparency 

and are committed to equal pay for equal work are able to attract better workers, increase 

efficiency and productivity, and reduce staff turnover (Equality and Human Rights Commission 

2019). 

 The remainder of this thesis is organized as follows. In the next section, I provide 

background on the gender pay gap in Indonesia and a review of the existing literature. In Section 

three, I present my conceptual model to examine the relationship between gender and wages. 

Section four provides information on my data and methods. In Section five, I present my 

empirical model, including variables, methodology, and limitations. In Section six, I summarize 

my empirical results. Finally, Section seven comprises my conclusions and policy implications 

and recommendations. 
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BACKGROUND AND REVIEW OF RELATED LITERATURE 

Background  

 The gender wage gap is defined as the difference in average wages paid to women 

compared to men (Rubery 2016). Globally, women earn, on average, less than men. Closing the 

gender pay gap is critical for appropriately recognizing women’s contributions to the economy. 

Providing women with the pay they deserve is crucial to retaining women in the workforce for 

the economy overall, as well as maintaining women’s individual livelihoods and lifetime 

earnings. Further, if Indonesia makes better use of women’s potential by enabling them to hold 

better-suited jobs, rather than being concentrated in low-paying sectors despite their abilities, the 

economy will benefit (Rubery 2016). 

 The gender pay gap is attributed to many factors, ranging from restrictive gender norms 

to structural issues. I aim to control for several of these factors in my model to provide a more 

Figure 1: Median Gender Wage Gaps Across Asia 
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accurate analysis of the gender wage gap in Indonesia. Below, I explain how some of these 

factors are linked to the gender pay gap.  

 One factor relevant to the gender wage gap is career interruptions for women. Compared 

to men, women are more likely to drop out of the workforce when they have children. Those that 

return to the workforce have fewer years of work experience than men of the same age. Further, 

women may return to different roles and lower-paying positions, which contributes to a lower 

salary trajectory for women over their life spans. Although this is an important control for 

women’s career interruptions, I include age as proxy for years of work experience.c 

 Another factor relevant to the gender wage gap is part-time versus full-time work. 

Women work, on average, fewer hours per week than men. There are several reasons for this, 

including women being largely responsible for family and household responsibilities. Since 

women are often relied upon to be home with children, these women cannot always partake in 

full-time work. Their annual pay is therefore lower than men’s because they work fewer hours. 

Additionally, women may be willing to forego better pay for part-time jobs that pay less but are 

flexible enough to enable them to balance work with family and household responsibilities. To 

address this, I include a variable for hours worked per week and whether the respondent is a 

parent.  

 Traditional gender norms play a role in the gender wage gap. Gender norms around 

caregiving, as mentioned above, are pervasive in Indonesia. In addition, gender norms vary by 

location. Gender norms in rural areas may be more restrictive and traditional than those in urban 

areas, where there are greater international influences and fewer constraints around the types of 

 
c The survey that produced the dataset does not include a question pertaining to work experience. 
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occupations women can have. To address this, I include a measure of geography that denotes 

whether the respondent resides in a rural or urban area as an independent variable.   

 Ethnicity is another dimension that is relevant to the gender pay gap. Global studies 

demonstrate that there is a difference between the earnings of a dominant ethnic group and ethnic 

minorities. Women of ethnic minorities face additional constraints in accessing job opportunities; 

for instance, they can face ethnic discrimination and stereotyping in addition to gender 

discrimination. Thus, recognizing that the wage gap may differ between women of ethnic 

majorities and women of ethnic minorities is crucial.  

 Finally, gender-based occupational segregation is a major contributing factor to the 

gender wage gap. Occupational segregation refers to the difference in occupational distribution 

of men and women. Looking at average pay of men and women can mask the fact that women 

largely work in lower-paying positions or less lucrative sectors than men. For example, women 

dominate the textile and garment industry, which offers lower-paying job opportunities than 

other sectors (Asian Development Bank 2006). Controlling for sector can help make a more 

accurate comparison, as it compares men and women that work in the same sector.  

 One solution is for Indonesia to implement a law mandating equal pay. Globally, 46 

percent of countries legally mandate equal remuneration for work of equal value (World Bank 

Group 2020). This includes a few of its regional neighbors, including Vietnam and the 

Philippines (World Bank Group 2020), as seen in Figure 2 below. In addition to implementing 

an equal pay law, other targeted policy solutions to address some of the factors above - once 

attributed to the gender wage gap - can be developed. Addressing the roots of pay disparity, 
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going beyond requiring employers to provide equal pay, will begin to close the gender wage gap 

in Indonesia.  

Summary of Existing Literature  

 Existing global research on the gender pay gap is robust. While there is limited research 

on the gender pay gap in Indonesia, there is a great deal of research focused on the United States 

and Europe. The findings are consistent - apart from one study (Karnadi 2019) - that the gender 

pay gap exists everywhere. In other words, gender has a statistically significant impact on wages. 

In all studies reviewed, other independent control variables could explain only a portion of - not 

nearly the entire - gender wage gap.  

Figure 2: Global Equal Pay Laws 
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 The overarching methodology of most studies is also consistent: the Blinder-Oaxaca 

decomposition is most commonly used.d The decomposition method is commonly used to 

examine the mean outcome differences between groups and is often used to analyze wage gaps. 

The Blinder-Oaxaca decomposition separates the wage differential into two parts. The 

“explained” part includes productivity-related characteristics, such as education or work 

experience. The “unexplained” part cannot be attributed to shared characteristics and is often 

denoted as a measure for discrimination (Jann 2008). 

 The literature on the gender wage gap differs in the focus - some studies look at how the 

gender wage gap changes over time, others examine one particular factor’s impact the gender 

wage gap, and still others look at the wage gap across income distributions. Like this thesis, 

some studies examine the gender wage gap more broadly in a region or country. Finally, other 

studies examine pay determinants in Indonesia without an explicit focus on the gender wage gap. 

a. The Gender Wage Gap over Time 

 Some existing literature examines how the gender wage gap changes over time, including 

what factors change the gap, using panel data. There is generally more comprehensive, 

extensive, and longer dating longitudinal data in the United States and developed countries, 

which enable more studies on the gender wage gap over time than in Indonesia. All studies found 

that the gender wage gap has narrowed over time. Several studies attribute this to two main 

factors: an increase in women’s education and a reduction in gender discrimination, or the 

unobserved characteristics.  

 
d See Blinder (1973, Journal of Human Resources, 436–455) and Oaxaca (1973, International Economic Review, 

693–709). 
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 Suh (2010) argued that increased education, work hours, and experience as well as 

reduced gender discrimination diminished the gender wage gap in the US. Boeheim et al. (2011) 

presented similar findings in a study on the gender wage gap in Austria. Kassenböhmer and 

Sinning (2010) examined wage differentials between white men and white women in the US and 

found that an increase in women’s educational attainment was the primary reason for narrowing 

the gender wage gap. Blau and Kahn (2017) argued that in addition to increased educational 

attainment, improved experience and occupational representation contributed to the narrowing of 

the gender wage gap in the US. Their inclusion of a variable around union coverage led to a 

unique finding that the reduction in union coverage of women led to less suppression of wages, 

which contributed to closing the gender wage gap. Rose and Hartmann (2018) concluded that in 

addition to increased education, enforcement of equal opportunity laws, cultural changes, and 

increased political power of women contributed to the narrowing of the gender wage gap in the 

US. Mandel and Semyonov (2014) argued that a substantial part of the reduction in the gender 

wage gap in the US was due to a decrease in the unexplained characteristics. They also compared 

the gender wage gap in the private and public sectors and the different factors influencing the 

gap in each. Interestingly, a multi-country study by Tijdens and van Klavere (2012) found that 

Indonesia, as compared to 15 other countriese, has the second lowest unexplained wage gap.  

b. The Impact of One Variable on the Gender Wage Gap 

 Another body of literature reviews the impact of a particular variable on the gender wage 

gap.  Two studies focused on the impact of firm-level factors on the wages of men and women 

using firm-level data. Card, Cardoso, and Kline (2016) examined the impact of firm-specific pay 

 
e Other countries studied include Argentina, Belarus, Belgium, Brazil, Chile, China, Colombia, India, Kazakhstan, 

Mexico, the Netherlands, Russia, South Africa, Spain, Sweden, United Kingdom, and Ukraine. 
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premiums on the gender wage gap in Portugal. They found that the firm-specific pay premiums 

for both men and women are correlated with sorting and bargaining effects. They found that 

women are less likely to be employed by firms that pay higher premiums. Hirsch (2013) studied 

the impact of female managers on the gender pay gap in Germany and found that a higher share 

of female managers was associated with a lower gender pay gap. This is an interesting finding, 

given the idea that with more female managers, there is less discrimination against women in the 

workplace.  

 Other studies investigate the impact of economic factors on the gender wage gap. Chi and 

Li (2013) examine the impact of employment rates on income and the gender wage gap in China. 

They found that the gender wage gap was smaller for highly skilled and educated women, single 

women, and younger women. This aligns the findings of studies in the United States. Hallward-

Driemeier, Rijkers, and Waxman (2015) studied the impact of an increase in the minimum wage 

on the gender pay gap in the manufacturing sector of Indonesia. Like Chi and Li, they found that 

the gender wage gap narrowed most for educated women. Siegmann (2007) studied the impact of 

foreign direct investment (FDI) on gendered differences in workforce composition, employment 

conditions, and wages in rural Indonesia. Siegmann finds that FDI benefits the wages of both 

men and women, but only narrows the gender wage gap in particular sectors.  

 While less connected to a public policy solution for gender pay disparities, Taniguchi and 

Tuwo (2014) used the 2010 National Labor Force Survey (SAKERNAS) to look at the impact of 

urbanization on the gender wage gap in Indonesia. They found that urbanization does not close 

the gender wage gap; but rather benefits men’s wages more than women’s. They disaggregated 
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by public and private sector to determine that the gender wage gap is smaller in the private 

sector.  

c. The Gender Wage Gap in a Region or Country  

 Another group of studies looks more broadly at the gender wage gap in a region or 

country. Two studies - by Chang and England (2010) and by Kim and Shirahase (2014) - 

compared the gender wage gaps in Japan, South Korea, and Taiwan. Both studies found that the 

gender wage gap was smallest in Taiwan. The studies looked at the differences in the causes of 

the gender wage gaps in the three economies and both found that the differences are not due to 

women’s human capital characteristics. Chang and England (2010) suggested that some 

differences between economies are related to non-regular work in Japan and others are related to 

educational attainment and occupational segregation in Korea. Kim and Shirahase (2014) 

concluded that the differences are mainly due to more gender-based occupational segregation 

and increased gender discrimination in Japan and Korea as compared to Taiwan. 

 There are a handful of studies that look at the gender wage gap in Indonesia, like this 

thesis. Sohn (2015) used 2007 Indonesia Family Life Survey (IFLS) data to study the gender 

wage gap in Indonesia, distinguishing between paid work and self-employment and how the gap 

changes across the earnings distribution. When controlling for several characteristics, Sohn 

found that most of the gap for self-employed persons (34 percent) is explained, while most of the 

gap for paid employees (32 percent) is unexplained. The gender pay gap narrows for both paid 

employees and self-employed workers as the earnings quantile increases. However, the 

unexplained portion of the gender pay gap remains constant across the earnings distribution. 

Sohn used many of the same variables as I do as well as additional variables related to 
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respondent health, firm size, and computer use. Sohn found that the explained portion accounts 

for only approximately one quarter of the gap for paid work and one half of the gap for self-

employed work.  

 Weni, Lidya, and Kadir (2019) used the 2016 Indonesia-National Labor Force Survey 

(SAKERNAS) to study the gender wage gap in Indonesia. Compared to an average wage gap of 

30 percent, when controlling for characteristics, they found that the wage gap narrowed to 20 

percent. They found that the explained portion accounts for only roughly 30 percent of the total 

gap. They used several similar variables as I do, with one additional variable that is notable: a 

dummy variable for occupation, discerning if someone has a blue-collar or white-collar job. 

They used fixed effects for sector, institution, and province. Like several of the international 

studies, they suggested that the gender wage gap can be narrowed through increases in women’s 

work hours, experience, education, and skills. 

 Karnadi (2019) examined the gender pay gap for white-collar workers in Indonesia and 

found that gender has no significant effect on wages, except for young workers. Further Karnadi 

concluded that on average, female workers who are younger than 30 years old earn 27 percent 

less than men who are younger than 30 years old; 40 percent of this gender gap is unexplained. 

Karnadi focused mostly on employment related characteristics rather than individual 

characteristics. For instance, Karnadi included variables for role, managerial role, and company 

size, but does not include variables for whether the respondents are married or have children. 

 Schaner and Das (2016) used 2011 SAKERNAS data to explain the gender wage gap in 

Indonesia. They found that most of the gap is explained by discrimination. While they controlled 

for some of the same variables, similarly to Karnadi, they did not control for whether the 
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respondents are married or have children. In addition, they looked at the average log of wages 

over time and concluded that even though women increased their human capital - for example, 

women had higher educational attainment than men - the unexplained portion (or discrimination 

as the authors note) was so large that the gender wage gap persisted. Thus, when they moved 

from the average wage gap to controlling for education, among other independent variables, the 

wage gap increased from 19 to 25 percent. They found that roughly 80 percent of the latter 

gender pay gap is unexplained.  

d. Pay Determinants and Labor Force Participation in Indonesia  

 Comola and Mello (2009) used SAKERNAS data to examine determinants of earnings of 

men and women in Indonesia. They focused primarily on how characteristics such as age, 

marriage, and education level impact whether people were employed by the formal or informal 

sector, which impacted their pay. They did not include a variable for whether a respondent has 

children or the sector they worked in. Ahsan and Kelly (2018) used 2007 IFLS data to examine 

the earnings gaps for health-related characteristics such as weight, height, blood pressure, 

cholesterol, and chest pain. While not a focus, they disaggregated their findings to demonstrate 

the effects of a number of health characteristics on the wages of men and women. 

e. My Contribution to the Literature  

 My thesis adds to the sparse but growing literature on the gender wage gap in Indonesia 

by corroborating the findings from other previous studies that there is a substantial gender wage 

gap and that much of it is unexplained. The gender wage gap remains to be an emerging and 

understudied topic in Indonesia and in developing countries. Indonesia lacks the many decades 

of data that the US and some developed countries in Europe have. 
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 Other studies used different datasets, such as SAKERNAS, or a previous wave of the 

IFLS. I have not identified a study to date that examines the gender pay gap using the fifth 

iteration of IFLS data. Further, only a couple of the Indonesia-focused studies included variables 

around whether the respondent is married or has children. As much of the policy solutions are 

focused around enabling parents to work and juggle caregiving responsibilities, it is a substantial 

contribution to focus on these variables and the impact of being a mother. 

 In the next section, I describe the theoretical model for my thesis, including the general 

relationship that I believe exists between gender and wages. 
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THEORETICAL MODEL 

  

 I intend this theoretical framework to consider the relationship between wages and 

gender, where Female is my independent variable of interest. I model this relationship through 

the following equation: 

LnWages = ƒ(Female, ε)                 (I) 

Wages are a function of gender, age, hours worked per week, level of education achieved, 

whether married, whether a parent, ethnicity, geography, and sector of work. I model this 

relationship through the following equations: 

LnWages = ƒ(Female, Employment, Demographics, Ethnicity, Geography, ε)                    (II) 

LnWages = ƒ(Female, Employment, Demographics, Ethnicity, Geography, Sector, ε)       (III) 

Female is my independent variable of interest. I control for other observed characteristics: 

Employment represents factors measuring job performance, such as experience (with age as a 

proxy) and hours worked; Demographics represents the characteristics of the person, such as 

marital status and level of education; and Ethnicity and Geography represent the ethnic 

characteristics (ethnic majority or minority) and geographic location of the person (urban or 

rural), respectively. 

 Previous studies have assessed the effect of gender on wages and included observed 

characteristics such as age, hours worked per week, level of education achieved, being married, 

being a parent, ethnicity, geography, and sector of work. The second model adds an independent 

variable that captures sector of work. The intention of this addition is to examine how the gender 

wage gap changes after controlling for the sectors in which men and women are working. 
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Further, previous studies have included this control variable to explore how the gender wage gap 

differs across sectors. 

 As discussed in the previous section, nearly all studies examined found that gender is a 

statistically significant predictor of wages; that is, that there is a statistically significant 

difference between men’s and women’s wages. My hypothesis is that men earn more than 

women in Indonesia, and that this difference is statistically significant, even when controlling for 

observable characteristics, as shown in equation 1 above. Further, I hypothesize that when 

controlling for sector of work, the gender pay gap is reduced. The idea is that the remainder of 

the gender pay gap that cannot be explained by observable characteristics can be explained by 

discrimination.   
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EMPIRICAL MODEL  

 

 To test the aforementioned theoretical models, I use five regressions to  

determine the effect of gender on wages. In the first model, I simply examine the relationship 

between gender and wages as a baseline to understand how the difference between men’s and 

women’s wages changes when adding more control variables.  

 In Model 2, I employ two measures of employment. The first is age as a proxy for years 

of work experience and the second is hours worked per week, which is measured by full-time or 

part-time work status. I employ three measures of demographics. I use marital status to 

differentiate between respondents who are married and not married; three categorical variables 

for education that indicate whether the highest level of education achieved by a respondent is 

lower than senior high school, senior high school, or university/college; and finally, whether the 

respondent has children (is a parent) or does not. I use categorical variables to measure ethnicity 

(the ethnic majority of Javanese or other) and geography (urban or rural). I test the hypothesis 

that the inclusion of demographic and other control variables “narrows” the gender wage gap. 

That is, I anticipate that the coefficient on female will be closer to zero. 

 After running Model 2, I find that the coefficient on parent is not statistically significant. 

To try to address this, I look at whether the effect of parent on wages is dependent on the gender 

of the person by using an interaction variable (femaleparent) comprised of parent and female. In 

this third model, I include all other control variables used in Model 2.  

 Model 4 includes all of the control variables in Model 2 and adds independent variables 

to account for sector of work. Model 4 tests the hypothesis that the gender wage gap narrows 
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when controlling for sector of work. In other words, I test the prediction that controlling for 

sector of work helps to explain a portion of the gender pay gap. 

 Model 5 includes all of the control variables in Model 2 except the education variables. I 

drop the education variables in an attempt to improve my model.  

 I use ordinary least squares multivariate regression for all models. The models are as 

follows: 

LnWages = ß0 + ß1(Female) + ε                 (1) 

 

LnWages = ß0 + ß1(Female) + ß2(Age) + ß3(Full-time) + ß4(Education) + ß5(Married) + 

ß6(Parent) + ß7(Javanese) + ß8(Urban) + ε              (2) 

 

LnWages = ß0 + ß1(Female) + ß2(Age) + ß3(Full-time) + ß4(Education) + ß5(Married) + 

ß6(Female Parent) + ß7(Javanese) + ß8(Urban) + ε             (3) 

 

LnWages = ß0 + ß1(Female) + ß2(Age) + ß3(Full-time) + ß4(Education) + ß5(Married) + 

ß6(Parent) + ß7(Javanese) + ß8(Urban) + ß9(Sector) + ε             (4) 

 

LnWages = ß0 + ß1(Female) + ß2(Age) + ß3(Full-time) + ß5(Married) + ß6(Parent) + 

ß7(Javanese) + ß8(Urban) + ε                       (5) 

 

 Consistent with the literature and my hypotheses, I anticipate the direction of the  

relationships between the variables in my model and wages. I hypothesize that being female will 

have a negative relationship with wages in all models; in other words, I expect the coefficient on 

female to be negative. I predict that age, hours worked per week, and level of education achieved 

will have strong positive correlations with wages. That is, those who are older presumably have 

more experience, and those who work full-time and hold higher degrees earn more. I hypothesize 

that being married and being a parent will have a strong negative correlation with wages. Those 

who are married are more likely to be able to take time out of the workforce or a lower paying 

job, as there may be another income in the home. Those who are parents may have taken time 
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out of the workforce to care for their children. I predict that being both female and a parent will 

have a negative relationship with wages; that is, I anticipate the coefficient on femaleparent to be 

negative and that this will be a stronger negative correlation than parent and wages. I predict that 

being Javanese (the dominant ethnic group) will have a weak positive correlation with wages. I 

anticipate that those in the dominant ethnic group earn more than minorities, but not by a large 

amount. I expect that those living in an urban area will have a strong positive correlation with 

wages, because those respondents likely have access to significantly more and higher-paying 

jobs than those in rural areas.  

 For Model 4, I hypothesize that the sector variables will account for some of the gender 

wage gap. That is, I expect that the coefficient on female will be closer to zero when the sector 

variables are included in equation 4. I expect that the coefficient on female will remain negative. 

Further, I expect that the difference in wages between men and women will not only remain 

when controlling for sector, but that it will lessen.  

 Because I chose not to use panel data, I could not employ fixed effects. My focus was not 

the change in the gender pay gap over time, but rather, identifying the determinants of the gender 

wage gap in Indonesia. Since there are panel data available through the IFLS, a follow up study 

using fixed effects, to determine how the gender wage gap has changed over time and what has 

contributed to that, would be useful.  
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DATA 

 

 My data come from the Indonesia Family Life Survey (IFLS) collected by the RAND 

Corporation. The IFLS is a longitudinal survey that has been conducted over five waves. The 

first wave covered more than 30,000 individuals in 13 of the 27 provinces in Indonesia. It 

represented about 83 percent of the population of the country and was first performed in 1993-

1994. The second, third, and fourth surveys were conducted again in 1997-1998, 2000, and 

2007/2008. I use iteration five of the survey dataset, collected from October 2014 to April 2015, 

because it is the most recent IFLS dataset.  

 I use the IFLS household survey data. I consolidate the individual data files and use the 

individual as my unit of analysis. The dataset that I use consists of 37,152 observations. Within 

the dataset, there are 18,825 females and 17,560 males; all are adults, as defined by age 15 and 

older. I only include individuals reporting wages above zero. The survey does inquire about 

primary work status for the respondent’s last job, which enables them to select self-employed 

among other options, and I include workers who are self-employed. They comprise fewer than 

one percent of the population surveyed. I restrict my sample to individuals age 18 to 56 years 

old, as 18 years is the minimum legal working age and 56 years was the retirement age in 

Indonesia at the time of data collection. This reduces my sample size to 28,680 observations, 

including 14,742 females and 13,938 males. I apply sampling weights to ensure that the sample I 

use is representative of the population. 

 The dataset covers basic demographic and employment characteristics. All variables that 

I use are self-reported. My primary focus in the dataset is on wages and gender. The dependent 

variable is lnwage, which is the log of salary/wage during the year prior to the survey. I take the 
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log of wages because it enables the interpretation of the gender wage gap in percentage terms, 

which is easier to understand than absolute increases in wages. The dataset only includes 

reporting on monthly and yearly wages; it does not include data on hourly wages. Hourly wages 

are a more accurate measure of total earnings because they address the issue that men and 

women, on average, work a different total number of hours. I control for this difference in one of 

my independent variables, as described below. The primary independent variable is female, 

which is an indicator variable for gender.f  

 Other control variables I include are age, full-time, education, marriage, parent, and 

Javanese. Age is a continuous variable that controls for age and is used as a proxy for work 

experience. The limitations of the use of this proxy are detailed further below. To account for 

hours worked, I use full-time, an indicator variable that differentiates between full-time and part-

time work. Drawing upon previous publications and definitions by the International Labour 

Organization,g I use full-time to denote respondents working 35 hours or more per week and 

part-time to indicate respondents working fewer than 35 hours per week.h Since women tend to 

work fewer hours on average than men, this may help to explain some of the wage gap. 

Education is a set of categorical variables that measure the highest level of education achieved. 

Marriage and parent are indicator variables that designate whether someone is married and/or 

has children, respectively. As a measure of ethnicity, I use Javanese, an indicator variable that I 

recoded. The dataset includes more than 25 ethnicities reported by respondents. Since Javanese  

 
f The dataset assumes that gender is binary and therefore allows responses only to be male or female. Consequently, 

this analysis will use a binary gender variable, though the author recognizes that gender is not binary.  
g See https://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---

travail/documents/publication/wcms_237781.pdf.  
h Some respondents report working as much as 168 hours per week. While this seems unfeasible, there is no clear 

cut off point in the data, so all observations were included.  

https://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---travail/documents/publication/wcms_237781.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_protect/---protrav/---travail/documents/publication/wcms_237781.pdf
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Table 1: Descriptive Statistics 

Variable N 

Percent of 

Population 

or Mean 

Standard 

Deviation 
Minimum Maximum 

Wages 12,425 20,700,000 32,900,000 0 1,000,000,000 

Gender 

Female 

Male 
18,825 

17,560 

51.74 

48.26    

Age (years) 36,385 38.49606 18.92419 14 110 

Hours 

Full-time 

Part-time 
15,819 

8,419 

65.27 

34.73 

   

Education 

Less than senior 

high school 

Senior high school 

College/University 

16,860 

11,036 

4,661 

51.79 

33.90 

14.32 

   

Married 

Married 

Not Married 
25,800 

10,585 

70.91 

29.09 

   

Parent 

Parent  

Non-Parent 
16,313 

15,338 

51.54 

48.46   

   

Ethnicity 

Javanese 

Other 
13,786 

17,874 

43.54 

56.46 

   

Geography 

Urban 

Rural 
22,335 

14,817 

60.12 

39.88 

   

Sector 

Agriculture 

Mining 

Manufacturing 

Finance 

Construction 

Wholesale 

Social services 

6,545 

990 

3,143 

1,124 

1,149 

6,166 

5,023 

27.11 

4.10 

13.02 

4.66 

4.76 

25.54 

20.81 
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is the largest ethnic group in Indonesia, I recoded the ethnicities into either Javanese (including  

 those who are partially Javanese) or other. The intention is to understand wages differences 

between ethnic minorities and the primary ethnic group in Indonesia. As a geographic measure, I 

use urban, an indicator variable, that denotes whether a respondent lives in an urban or rural 

area.i The table above provides descriptive statistics for the variables I use (see Table 1).   

 Sector is a set of control variables intended to control for employment sector, so that the 

model compares wages of men and women in the same sectors. They are recoded to reduce the 

number of categories from ten to seven, and to group similar sectors. I grouped mining and 

quarrying; electricity gas, and water; and transportation, storage, and communications into one 

variable due to the similar nature of the industries. The table below provides more information 

on the men and women in each sector (see Table 2).  

Table 2: Sectors 

 

 
i The Indonesian Bureau of Statistics (BPS) assigns all locations to rural or urban. 

Sectors Male Female 

 N Percent of 

Population 

N Percent of 

Population 
Agriculture, forestry, fishing and 

hunting 

3,987 60.92 2,558 39.08 

Mining, quarrying, electricity, gas, 

water, transportation, storage, and 

communications 

897          90.70 92 9.30 

Manufacturing 1,758       55.95 1,384 44.05 

Finance, insurance, real estate, and 

business services 

852        75.80 272 24.20 

Construction 1,106         96.26 43 3.74 

Wholesale, retail, restaurants and 

hotels 

2,547      41.33 3,616 58.67 

Social services 2,697       53.70 2,325 46.30 
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Data Limitations  

 There are some data limitations with this dataset. First, ideally, I would have included an 

independent variable for years of work experience. The IFLS survey does not ask this. To 

address this, I control for age. However, the limitation with using age as a proxy for work 

experience is that it does not capture career interruptions for women. Women that drop out of the 

work force for various reasons, such as having children, and return to the workforce later have 

fewer years of work experience than men of the same age. Thus, age does not accurately capture 

work experience and may bias the interpretation of the regression results. However, the use of 

age as a proxy for experience is consistent with other similar studies, some of which use age to 

construct an experience variable by subtracting the years of schooling and six years. 

 A second limitation with the data is that the dataset does not distinguish between the 

formal and informal sectors. It is difficult to determine how the gender wage gap differs between 

the informal (unregistered, under-the-table employers) and formal (registered employers and 

businesses) sectors. For instance, if I could identify that the gender wage gap was much larger in 

the informal sector, I would want to tailor policy solutions to the informal sector. However, since 

I am unable to distinguish between the two sectors, the resulting policy solutions, particularly 

those targeted around the formal sector, will reach only a portion of the respondents.  

 A third limitation is that the employment data do not allow for comparing men and 

women who hold the same roles or positions, as well as work of equal value. Without having 

these data, it is difficult to compare men and women in jobs that are exactly the same or in 

positions that contribute the same value. Thus, my models control for men and women who are 
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similar, but not precisely the same. Without this precision, it is difficult to attribute the remaining 

gender wage gap entirely as discrimination. 
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EMPIRICAL RESULTS 

 

 Upon estimating the equations specified in the empirical model section, I get results that 

are reported in Table 3. In general, the results are strong. Most coefficients are statistically 

significant. Further, the coefficient on female is negative and statistically significant across all 

models, meaning that women earn, on average, less than men holding other factors constant. This 

points to a gender wage gap across all models and supports my hypothesis that men earn, on 

average, more than women in Indonesia.  

 One of my objectives is to understand whether controlling for several observable 

characteristics - for example, education, marital status, and ethnicity - reduces the difference in 

wages between men and women. Therefore, I begin with examining the relationship between 

gender and wages by regressing female on log_wages. I find that the coefficient on female is 

statistically significant, and that on average, women earn 41.55 percent less than men.j This 

serves, in a way, as a baseline for comparison for the gender wage gap in Indonesia without 

controlling for any other factors. 

 In my second regression, I add several independent variables to control for observable 

differences between men and women. Most considerably, I find that the coefficient on female in 

this second model is greater (i.e., closer to zero or less negative) than the female coefficient in 

the first model; I find that women earn, on average, 34.95 percent less than men. In other words, 

when controlling for other factors that determine wages, the gender wage gap slightly closes. 

This is consistent with my overall hypothesis that the inclusion of other independent variables 

can help to “explain away” the gender wage gap. I expand on this later in this section. 

 
j In order to interpret the dummy variables with a natural log dependent variable, I used [(Exponent(Beta1))- 1] * 

100 to determine the percentage change in wages. 
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Table 3: Results 

 (1) (2) (3) (4) (5) 

VARIABLES Model 1 Model 2 Model 3 Model 4 Model 5 

      

female -0.537*** -0.430*** -0.334*** -0.496*** -0.397*** 

 (0.0336) (0.0299) (0.0413) (0.0304) (0.0323) 

age  0.0165*** 0.0156*** 0.0201*** 0.00903*** 

  (0.00161) (0.00161) (0.00161) (0.00173) 

fulltime  0.965*** 0.959*** 0.878*** 0.860*** 

  (0.0380) (0.0380) (0.0391) (0.0411) 

edu_SrHS  0.681*** 0.681*** 0.580***  

  (0.0324) (0.0323) (0.0328)  

edu_Univ  1.413*** 1.413*** 1.331***  

  (0.0358) (0.0359) (0.0395)  

married  0.326*** 0.386*** 0.294*** 0.275*** 

  (0.0460) (0.0396) (0.0449) (0.0499) 

parent  0.0298  0.0334 0.0828** 

  (0.0357)  (0.0349) (0.0395) 

ethnictemp  -0.0638** -0.0650** -0.0568** -0.116*** 

  (0.0275) (0.0275) (0.0273) (0.0301) 

urban  0.293*** 0.290*** 0.213*** 0.512*** 

  (0.0309) (0.0308) (0.0313) (0.0328) 

sector_mining    0.772***  

    (0.0765)  

sector_manufacturing    0.761***  

    (0.0604)  

sector_finance    0.758***  

    (0.0736)  

sector_construction    0.0215  

    (0.0722)  

sector_retail    0.484***  

    (0.0615)  

sector_socialservices    0.448***  

    (0.0570)  

femaleparent   -0.168***   

   (0.0509)   

Constant 16.29*** 14.00*** 14.02*** 13.62*** 14.75*** 

 (0.0182) (0.0719) (0.0712) (0.0820) (0.0719) 

      

Observations 11,330 10,412 10,412 10,254 10,562 

R-squared 0.031 0.276 0.277 0.305 0.145 

F-Statistic 255.71*** 342.24*** 342.71*** 232.76*** 171.25*** 

Robust standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 
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 Regarding the specific independent variables included, most align to my predictions 

mentioned previously. I find that age, fulltime, edu_SrHS, edu_Univ, and urban have positive 

coefficients. More specifically, I find that for a one year increase in age, wages increase by 1.7 

percent. I find that someone who works full-time will earn, on average, 162.48 percent higher 

wages than someone who works part-time. This is likely due to full-time jobs being higher 

paying on average than part-time jobs both in terms of absolute total and in terms of hourly 

wage. This is the second largest coefficient in this second model and points to full-time versus 

part-time work being a strong indicator of wages for everyone (men and women). In other words, 

as it “removes” the part of the wage gap resulting from full- time versus part-time work from the 

coefficient on female. It is not surprising that full-time versus part-time work status helps to 

explain the gender wage gap; women are more concentrated in part-time work than men, due to a 

number of factors including household responsibilities and caregiving.  

 In regard to education, I find that someone with at least a high school degree and 

someone with at least a university degree earn 97.59 percent and 310.83 percent more 

respectively, on average, than someone with less than a high school degree. It is not surprising 

that having a university degree is one of the largest factors in determining wages. Further, I find 

that someone living in an urban area earns, on average, 34.04 percent more than someone living 

in a rural area.  

 Notably, the resulting negative relationship between ethnicity and wages is unexpected. I 

find that someone of the dominant ethnic group, Javanese, earns, on average, 6.18 percent less 

than someone of an ethnic minority. While not a strong relationship, this is contrary to my 

prediction that there may be slightly higher wages for those in the ethnic majority. Some recent 
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research by Muttaqien, Sologon, and O’Donoghue (2018) points to regional characteristics being 

a stronger determinant of wages than ethnicity. This somewhat aligns to my results that show a 

much stronger relationship between rural versus urban residence and wages. As an aside, it is 

positive that the wages only vary slightly for the ethnic majority versus the ethnic minority, a 

positive sign for wage equality in terms of ethnicity.   

 Notably, the results do not align to my prediction that being married and being a parent 

have a negative relationship with wages. The results show that the coefficients on married and 

parent are positive (0.326 and 0.0298). I find that someone who is married earns wages that are, 

on average, 38.54 percent higher than someone who is not married. Though the coefficient on 

parent is not statistically significant, it would be interpreted as someone who is a parent earning, 

on average, 3.02 percent more than someone who is not a parent. It could be that parents in 

Indonesia feel a responsibility to have higher-paying jobs that will provide for their families, and 

that most parents are married.  

 I find that all coefficients on my independent variables, except parent, are statistically 

significant. To further explore the statistical insignificance, I look at whether the effect of parent 

on wages is dependent on the gender of the person. I run a third regression with an interaction 

variable (femaleparent) comprised of parent and female. In this regression, I find that the 

coefficient on femaleparent is statistically significant. Women who are parents earn, on average, 

15.46 percent less than men who are parents. This could be explained by mothers searching for 

jobs that are not necessarily highest paying, but that are closer to home and more flexible so that 

they are more available for childcare. Further, they may not be able to work extended hours as 
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compared to men and thus may not be perceived as committed to their work, which may lead to 

fewer promotions and a lower pay trajectory. 

 In my fourth regression, I employ categorical variables for sector to try to determine if 

occupational segregation is impacting women’s wages. I use agriculture as the reference 

category because it appears to have the lowest wages of all of the sectors. All sectoral variables 

have a positive relationship with agricultural wages. That is, people working in all the other 

sectors earn more, on average, than people working in the agriculture sector. While I find that the 

coefficients on the sectoral variables are all statistically significant (with the exception of 

construction), the coefficient on female is smaller (that is, more negative), indicating that 

controlling for sector did not help to narrow (or “explain”) the gender wage gap. While I 

originally anticipated that occupational segregation - i.e. women being concentrated in lower-

paying sectors than men - was a major contributing factor to the gender wage gap, these results 

do not support that. Thus, I turn to education to see if that may be a larger determinant. 

 In my fifth and final regression, I exclude both the sectoral and education variables. 

Excluding the education variables enables a comparison between this model and the Model 2, 

which is identical except for the inclusion of the two categorical education variables. In the fifth 

model, I find that the coefficient on female is -0.397; in other words, women earn, on average, 

32.77 percent less than men. This coefficient is larger than the coefficient on female in Model 2 

which demonstrates that education is not explaining away the gender wage gap. In other words, 

when I control for education, the gender gap is larger than when I do not control for education. 

These results demonstrate that increasing higher education for women may not be a solution for 

closing the gender wage gap in Indonesia, at least in the short run. Further, it is possible that 
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women move into higher paying sectors once they receive higher education, but that wage 

discrimination in these high-paying, male-dominated sectors - such as mining and finance - 

remains rampant compared to lower-paying sectors like retail. As more and more women move 

into higher-paying sectors, Indonesia may see wage discrimination start to decrease, but that may 

not be the case yet. This would somewhat explain why occupational segregation is not a 

determinant of the gender wage gap. 

 Table 4 demonstrates that the coefficients on female in Models 2, 3, and 5 fall outside of 

the 95% confidence interval for model one, meaning it is reasonable to conclude that these 

coefficients are statistically different than the coefficient on female in Model 1. In other words, 

in all but Model 4, controlling for observable characteristics of men and women in the dataset 

narrowed the difference in wages between men and women. 

               Table 4: Coefficients on Female 

 

  

 

 

 I take several steps to test my results. In testing the results pertaining to the relationship 

between gender and wages, I employ sensitivity analysis by running three additional models 

(Models 3, 4, and 5) that confirm that with different controls - i.e. the inclusion of sector 

variables and the exclusion of education variables - the sign of the coefficient on female remains 

the same; in other words, the relationship between gender and wages remains negative. Further, 

all coefficients on female are significant. The coefficients on female across my five models differ 

 female 95% Confidence interval 

Model 1 -0.537*** -0.6024         -0.4709       

Model 2 -0.430*** -0.4890         -0.3717 

Model 3 -0.334*** -0.4146         -0.2527 

Model 4 -0.496*** -0.5558         -0.4365 

Model 5 -0.397*** -0.4598         -0.3332 

 *** p<0.01  
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only in magnitude, which reflects the inclusion of various control variables in each model. This 

pattern points to the credibility of my results. 

 Further, to check whether the removal or addition of any control variables improves my 

model, I check the variable inflation factor (vif) for all models (see Table 5 below). As the table 

shows, my model slightly improves when I remove the education variables (Model 2 to Model 

5). My model does not improve when I add sector control variables in Model 4.  

    Table 5: Variable Inflation Factors 

 

  

 

 

  

 Finally, I use linktest to test my model specification. In other words, I use it for Model 1 

to check if I should add control variables and if those will improve my model. I find that the 

linktest is statistically significant, meaning that the coefficient on _hatsq is statistically 

significant, demonstrating that I should try adding more variables. I then run linktest with Model 

2, which includes several control variables. I find that the coefficient on _hatsq is no longer 

statistically significant at the 0.01 and 0.05 level. Thus, the linktest confirms that my model 

improved by adding control variables.  

 There are opportunities for further research that could build on these results. Future 

models could explore additional interaction variables that could help to isolate the effect of being 

female and working part-time, living in a rural area, being married, and other factors. This would 

help to identify how wages differ for women who face additional constraints or barriers to equal 

Model 
Variable Inflation 

Factor 

Model 1 1.00 

Model 2 1.23 

Model 3 1.37 

Model 4 1.63 

Model 5 1.20 
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pay and, as a result, would enable policymakers to develop more targeted policies for those 

populations. 
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CONCLUSION AND POLICY RECOMMENDATIONS 

 

 My regression results show a negative relationship between being female and wages, 

even after controlling for all the critical observable characteristics available to me. This 

remaining difference in wages between men and women represents an unexplained portion of the 

gender wage gap. Further, my results show that women who are parents earn, on average, less 

than men who are parents. Finally, my results demonstrate that full-time workers earn more, on 

average, than part-time workers. My results suggest the following four policy implications.  

 The unexplained portion of the gender pay gap demonstrates that there is gender-based 

discrimination in Indonesia. While Indonesia has a law protecting against discrimination in 

employment, the government should enact a law to protect against discrimination based on 

gender in pay and benefits and should specify that men and women conducting work of equal 

value should be paid the same. This could be an addendum to the labor code or a new piece of 

legislation. Further, because work of equal value extends outside of individual firms and 

industries, it can be difficult to determine across industries what positions are of equal value and 

should therefore receive equal pay. Indonesia should establish a regulatory framework to 

determine which professions require comparable levels of risk, skills, experience, working 

conditions, responsibilities, and qualifications. This will help employers determine how to 

implement equal pay legislation. 

 Further additional data could help to better understand and decompose the gender wage 

gap in Indonesia. Data collection that includes information on the positions and roles that men 

and women hold could help paint a more accurate picture of the gender wage gap. For instance, 

it is likely that one contributor to the gender wage gap is that men hold more leadership and 
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management positions than women. Data on this could help generate evidence on the need to 

implement a law mandating nondiscrimination based on gender in promotions. Indonesia does 

not currently have such a law (World Bank Group 2020), but other countries in the region do, 

including the Philippines and Cambodia. The government of Indonesia could draw on these as 

examples. 

 My results demonstrate that women who are parents earn, on average, less than men who 

are parents. There can be many reasons for this; mothers may accept lower-paying positions that 

are closer to home, more flexible, or with reduced hours because of the competing pressures of 

caregiving and the expectation that mothers fill that role. Further, due to this expectation, 

mothers may not be able to work “after hours” or be perceived as committed to their work, which 

may lead to fewer promotions and a lower pay trajectory. Supportive childcare policies may help 

offset the effect of being a mother on wages. Currently, the government of Indonesia does not 

provide childcare services or offer any non-tax benefits to private childcare centers. Further, 

childcare payments are not tax deductible and parents do not receive any non-tax benefits, such 

as a child allowance (World Bank Group 2018). The government should consider implementing 

one or several of these childcare policies to support working mothers and enable them an equal 

opportunity for better-paying job opportunities. Other countries in the region, including 

Malaysia, the Philippines, Thailand, and Vietnam, offer some or all these childcare policies 

(World Bank Group 2018). These could be relevant models for the government of Indonesia to 

draw upon in formulating childcare policies that enable women to advance in the workforce, 

particularly into higher-paying leadership roles. 
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 Finally, my results demonstrate that someone who works full-time will earn, on average, 

162.48 percent higher wages than someone who works part-time. My results also show that this 

is one of the largest determinants of wages. Unfortunately, women are more likely to hold part-

time jobs than men. In Indonesia, the World Bank estimated that in 2018, 25.76 percent of the 

male labor force worked part-time while 42.11 percent of the female labor force worked part-

time. In order to resolve this gender imbalance in part-time versus full-time work, access to 

quality part-time work in Indonesia should be improved. Indonesia should consider legislation to 

expand benefits to those working fewer than 35 hours per week. This should include legislation 

to provide workers who work fewer than 35 hours per week with the right to equal pay and 

benefits. If Indonesia enacts a law specifying that men and women conducting work of equal 

value should be paid the same, this should include workers who work fewer than 35 hours per 

week. Further, if amendments to the labor code are made, they should include part-time workers 

to the extent possible.  
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