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SUMMARY WRAP-UP POINTS FROM MARTIN RAMA 

WHERE ARE THE JOBS? 

1. Employment in large-scale extractive industries sector can be sizeable during the construction 
phase, but not during the operation phase.  Industry representatives claim that the employment 
multiplier is 4 to 5, but this is likely to be an upper bound estimate.  Overall, extractive 
industries are unlikely to account for more than 1 percent of total employment. 

2. Artisanal mining is unlikely to be very integrated with the rest of the economy, or  to generate 
any positive externalities on the productivity of other sectors.  But it seems important to 
support livelihoods in rural areas, especially with booming commodity prices.  By one estimate, 
employment in this sector could represent about 3 percent of total employment. 

3. Palm-oil production is the biggest formal employer in the country, after the civil service.  And it 
relies on supply from smallholder farmers, to whom it provides seeds and finance.  It also 
supports agricultural extension.  Jobs in the palm oil sector are more compatible  with family life 
than those in extractive industries. 

4. Most people still live in rural areas and make a living out of subsistence agriculture.  It can be 
called “subsistence abundance”, given that nature is so generous.  But the reality is that there is 
a lot of poverty in rural areas.  Much discussion goes on the shortage of skills for the extractive 
industries, but the lack of agricultural skills is dramatic. 

IMPLICATIONS: The study needs to assess the structure of employment, compiling information on 
the earnings and working conditions associated with jobs across different activities. 

 
TRADE-OFFS AND COMPLEMENTARITIES 

1. The extractive industries boom puts a very high premium on scarce skills, for which regional or 
even world salaries become the market reference.  The palm oil industry claims that the upward 
pressure on labor costs is felt across all skill levels.  The flip side of more expensive labor is real 
exchange rate appreciation (Dutch disease). 

2. Local communities do benefit from the extractive industries boom , but the transfers they 
receive make them reluctant to work, or to work hard, or to commit to their jobs.  Transfers 
also undermine incentives to get education.  Reportedly, there is no local person with a job in 
medium management or above in the entire extractive industries  sector. 

3. The extractive industries boom is leading to skyrocketing land prices in urban areas.  This makes 
cities less competitive.  It has also been at the source of riots.  Young people migrate to cities, 
attracted by their dynamism.  But as they cannot find jobs and get organized in gangs and harass 
citizens in general and women in particular.  

IMPLICATIONS: The study needs to get clarity on the covariance of employmentacross diffe rent 
activities.  It also needs to assess whether the covariance has changed over time. 

 
SPREADING THE WEALTH (POSSIBLE BOX) 
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1. Efforts can be made to increase vertical integration.  The landowner companies around large-
scale extractive industries seem to be very successful.  The key must have been the strong 
separation between business model and social roles, building on solid corporate governance.  
Foreigners seem to have played an important role in getting the setting right.  

2. But it is not clear that all landowner companies have been equally successful.  Anecdotal stories 
in forestry suggest capture by local politicians, or disappearance of funds supposed to serve as 
equity.  The experience of other countries shows that it isdifficult to resist pressureswhich 
undermine the business model from members of the community. 

3. Even for the successful landowner companies, could beunsustainable beyond the construction 
phase, during which the demand for construction, catering and security services is exceptionally 
high.  The issue is whether investing in skills through the development of these  businesses is 
more valuable investing in service delivery through local infrastructure. 

IMPLICATIONS: The study needs to shed light on what underlies the success of some of the 
landowner companies so far, and whether it will be sustainable.  

 
POLICIES  FOR GOOD JOBS 

1 The boom in extractive industries  creates very strong spatial disparities, with some cities seeing 
real estate bubbles and higher cost of living.  Similarly, “preferred area” benefitsaffect 
reservation wages differently across the country.  This has consequences for labor policies (e.g.a 
common minimum wage would not be binding in some places an d crowd jobs out in others). 

2 There is much talk about securing access to land for mining projects, but s kyrocketing prices of 
urban land call into question the benefits that can be expected from urbanization.  This may 
need a reconsideration of urbanization policies, not in terms of downgrading the importance of 
cities in development, but rather of securing an increase in the availability of urban land. 

3 There are discussions about using sovereign wealth funds to transfer money directly to 
households, especially given the governance challenges associated with managing a large 
amount of resources.  But there is a real risk of this distribution undermining incentives to work 
across the board.  Going for demand-side finance of public services may be a better option. 

4 The depletion of high qualified staff in government could result in a deterioration of already 
poor quality of public policies and service delivery.  At the same time, incentives appear to be 
very weak, as reflected in high absenteeism.  There will be a need to raise salaries and 
strengthen incentives in key governmentunits, but not across the board.  

5 The issue is similar in relation to training and skills upgrading.  Shortage of skills is one of the 
main complaints of companies in extractive industries  and the palm oil sector.  However, the 
university cannot retain academics, which are poached by the same companies.  The industries 
should contribute to financing education and training.   

6 The current boom is much longer than the previous ones, but eventually it will come to an end.  
At that point it will involve retrenchment.   Should formal safety nets be considered?  
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Agricultural jobs could work as the safety net in the event of a downturn in commodity prices , 
but that requires making them more productive. 


