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Abstract 

Indonesia is the world's fourth largest democratic entity and fifth most populous country. 
The country holds an important geo-strategic position both in the Asia-Pacific region and 
globally, even given its current economic problems. The management of enterprises in 
Indonesia is central to the growth of the economy and the contribution of the human 
resource management (HRM) function is crucial in the development of enterprises in 
Indonesia. 

Standing in contrast to the growing literature on HRM in other countries in the Asia
Pacific, little research has been conducted on the way in which the human resources 
function in Indonesian enterprises is managed. This thesis is an attempt to ameliorate the 
dearth of research on Indonesian employee management by critically examining the 
current practices and trends of HRM in Indonesia. The thesis first examines the historical 
dimension of the social, political and economic contextual environment within which 
HRM has been developing. Then, parallel to this, an exploration of the evolution of 
HRM has been outlined. 

The design of this research is exploratory in nature using inductive processes. The 
empirical investigation was conducted by cross-analysing quantitative and qualitative 
data from multiple case studies. The survey data was obtained from a questionnaire of 
247 respondents from enterprises. The case studies focused on a state owned enterprise 
and a private industrial conglomerate. Data was collected through interviews and direct 
observation for a number of months. Use of the data triangulation method enabled the 
qualitative data to add depth and detail to complement the broad patterns of the 
quantitative survey data. This research focused on the investigation of HR. activities such 
as recruitment, training and development, performance management and compensation 
within the wider function of HRM. 

The findings of this thesis provide evidence of the adoption of some contemporary 
features of HRM as practised in advanced Western countries. However, these features 
exist within the dominant approach of the more traditional personnel practices prevalent 
in Indonesian enterprises. Thus, it indicates that HRM in Indonesia is currently in a stage 
of transition. An examination of future trends indicated that while progress in HRM is 
largely contingent on its contextual environment, it is likely that the human resources 
function itself is a critical factor that shapes the future configurations of HRM in 
Indonesia. In light of the findings in this research, a range of implications are discussed 
which are pertinent to national government policy development, including policy for the 
educational system, further reform for state-owned enterprises, HRM issues in regional 
economic cooperation, as well as implications for management education, and future 
practice of HRM in Indonesia. The thesis concludes with some suggestions for future 
research 
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CHAPTER 1 

INTRODUCTION TO THE THESIS 

OBJECTIVE OF TIIlS CHAPTER 

The objective of this chapter is to provide an introductory overview of the study of 

human resource management (HRM) in Indonesia. First, the chapter outlines the 

rationale of this study, including the complexity of Indonesian society, the 

dynamics of its economy, and the important role of enterprises and, hence, the 

importance of HRM in Indonesia. Second, the significance of this study is u .. 

discussed with regard to the study of HRM - in particular HRM in Indonesia. 
0 

Third, the research questions, objectives and scope of the study are outlined. 

Fourth, the definition of HRM used throughout this thesis is given. The chapter 

concludes with an overview of the organisation of the thesis. 

THE RATIONALE OF THIS STUDY 

The rationale of this study is outlined by highlighting the dynamics of the 

Indonesian contextual environment within which HRM policies and practices are 

interacting. This study has also been driven by the various interests and activities 

in Indonesia in the HRM field, which is in the process of replacing a previous 

version of personnel management. In addition, this study contributes to the 

literature in the area of HRM that takes account of contextual environments. 
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The Dynamics of the Indonesian Contextual Environment 

Indonesia has been, for the past 55 years, a free country after being a colony of the 

Dutch and other European nations for over 300 years. Since the proclamation of 

independence in 1945, Indonesia has sought to modernise itself and has absorbed 

various Western influences. Although the notion of modem enterprises was 

introduced by the Dutch, it is still a developing concept for Indonesia. The 

management of employees in enterprises has been affected by various influences, 

both internal and external to Indonesia. The notion of HRM that has been 

widespread in Indonesian enterprises is a recent phenomenon in the country. 

HRM is a Western idea (Brewster, 1992) and a new field in itself in the realm of 

management, even in the West (Boxall & Dowling, 1991; Storey, 1995). 

Endowed with natural resources and the fourth most populous country in the 

world, Indonesia is a complex multicultural society. Indonesia today is faced with 

various challenges emanating from both internal and external pressures. In the 

geopolitical sphere, Muir (1991)1 has described the strategic importance of 

Indonesia as the 'shield or bumper' for Australia against communism from the 

north During the Cold War era, Indonesia successfully put a stop to its socialist 

order to move towards a capitalist economic orientation. This transition was one 

of the bloodiest of the 20th century, with about a million people killed, most of 

1 These geopolitical views of Indonesia were presented by Ross Muir in the Monash Winter 
Lecture 1991 which was held in cooperation between Monash Umversity and the Australia 
Indonesia Association (AIA), Melbourne, Winter 1991. 

2 



them alleged communists (Robinson, 1991; Cribb & Brown, 1995). While 

important for Indonesia, it is also in the interests of the Asia Pacific region that 

Indonesia is socio-politically and economically stable. Being the most populous 

country in the region, Indonesia is the leading nation of the fast growing nations of 

the Association of South East Asian Nations (ASEAN). Despite its natural 

wealth, achievements in its economic growth, and important geopolitical role, 

Indonesia remains a developing country. 

A little more than a decade ago, Indonesia was being hailed as one of Asia's 

success stories. Indonesia's remarkable economic transformation since the mid 

1960s has placed the country among the select group of developing countries 

destined shortly to become newly industrialised countries (NIC) (Hill, 1996). 

Since 1966, it has experienced the first sustained period of economic development 

in its modem history. The economic reforms led to an unprecedented economic 

growth. From the mid 1960s until the early 1990s, real GDP growth rate was 5%, 

resulting in an increase of more than 300% in per capita GDP. The economic 

structure changed, with agriculture moving from 53% GDP in the mid 1960s to 

19% in the early 1990s, manufacturing from 8% to 21 %, and other industries from 

11 % to 40% of GDP (Hill, 1996). There were improvements in a range of 

socioeconomic indicators, including rising educational levels, and declining infant 

mortality and incidence of poverty (Booth, 1998). 

3 



Indonesia's integration into the global economy was marked by its becoming a 

signatory of GATT /WTO. As the largest country in ASEAN and one of its 

founding fathers, Indonesia actively supports the ASEAN Free Trade Area 

(AFTA). Similarly, Indonesia's active participation in regional economic 

cooperation under the Asia-Pacific Economic Cooperation (APEC) and the Asia

Europe Meeting (ASEM) is chiefly to promote free trade and greater foreign direct 

investment in the region (http://asem.inter.net.th/chairman/index.html#S3, 1998). 

The deepening integration of global economic activities has forced Indonesia to 

abide by international law and to compete on an international level. Change in 

employment has been dramatic and there has been a shift in occupational structure 

from agriculture to industry. Two and a half million people enter the labour 

market annually. However, little is known about the management of human 

resources in Indonesia, an area that has been widely acclaimed to be an important 

facet in the running of enterprises, the economy, and the nation as a whole. 

This study commenced amid the optimism of the mid 1990s, but has become more 

imperative in the wake of Indonesia's economic crisis in 1997-98. During the 

crisis, Indonesia was in social, economic and political turmoil, and suffered the 

deepest economic downturn among the Asian nations suffering similar crises. As 

the World Bank noted, 'No country in recent history, let alone one the size of 

Indonesia, has ever suffered such a dramatic reversal of fortune' (World Bank, 

1998). Despite, or perhaps because of, the multi-faceted crises, Indonesia has 

recently become the fourth largest democratic nation in the world. Some optimists 
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forecast faster growth once Indonesia achieves the recovery stage, but at the 

moment the economic crisis has plunged the corporate sector into disarray. 

Because Indonesian enterprises play a critical role in the economy, a study of 

HRM in Indonesia has become even more crucial. 

Increased Attention on HRM in Indonesia 

Issues in HRM have been pivotal since the days of the colonial era One of the 

legacies of the colonial rulers is the severe lack of effort in developing the 

Indonesian people, both by denying the indigenous people opportunities to obtain 

education and the absence of development in the workplace. The harsh practices 

of the Dutch rulers in the way they managed HR. in enterprises represent one of the 

many colonial legacies that have left deep scars on the nation. This situation 

fostered nationalist sentiment that played an important role in the independence 

movement. When freedom was at hand, Indonesian people were at a loss when 

confronted with the management of massive Dutch enterprises, which were 

nationalised in the late 1950s. The "Indonesianisation" programs in enterprises at 

the time aimed to transfer technical and managerial skills from foreign managers 

to Indonesian people. These were a manifestation of the effort to overcome the 

dire condition in HRM. The severe lack of technical and managerial skills needed 

to run these hundreds of enterprises contributed to a downturn in the economy, and 
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the resultant bloodshed that ended the allegedly pro-communist Old Order regime 

in 1965. 

The economic reform of the New Order that marked the switch to a more market 

oriented economy set the stage for significant changes in the management of 

enterprises in Indonesia, especially in the area of HR practices. In need of foreign 

exchange and ~vestment, reform in foreign investment was one of the first steps 

undertaken by the new government to gain the transfer of technology and 

managerial skills from foreign firms. The return of foreign investors resulted in an 

increasing number of Indonesian nationals becoming partners in joint ventures, 

and the returning foreign managers helped to reactivate the Indonesianisation 

programs. The number of private enterprises rapidly increased along with more 

entrepreneurial human resources. The dilapidated state-owned enterprises (SOEs) 
. 

were subjected to increased efficiency that resulted in the reform of personnel 

practices, in line with those in the private sector. The corporatisation and 

privatisation programs pressured the SOEs to modernise their management, 

including the management of human resources. 

It has been widely claimed that employment practices have increased activities in 

developing employees, the factor that differentiated from the old personnel 

practices (AMSM, 1992). HR managers from various enterprises in Indonesia 

argued the importance of sound management of human resources for the efficient 

running of enterprises in the wake of increasing international competition in the 
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free trade era (Usahawan, 1991). Some managers claimed to practise modem 

HRM, in place of traditional personnel practices. But with little relevant 

fuformation, what was going on in enterprises in Indonesia is not well understood. 

Towards the end of the 1980s and in the early 1990s, there was a great deal of 

activity in the name of HRM. The use of the English 'human resources' 

terminology, its Indonesian equivalent of 'sumber daya manusia' and its 

abbreviation SDM were widespread. Various training programs were called 

'HRD'. The popularisation of the terminology was initiated by the World Bank, 

whose HRD programs targeted developing human resources at the macro level, 

including health and poverty alleviation (World Bank, 1989). 

Meanwhile, the attention of Indonesian enterprises towards the management of 

employees was increasing, as reflected in the formation of the professional body of 

personnel managers (Persatuan Manager Personalia Indonesia, PMPI) in 1978. 

The popularisation of HRM in the late 1980s was also occurring in PMPI as 

evident in the change of name to the Association of HR Managers (Asosiasi 

Manajemen Sumberdaya Manusia, AMSM). This reflects the departure from 

traditional personnel practices to HRM (Guest, 1989). This increasing interest 

demonstrates that issues of HRM are ongoing. There is little information, 

however, as to the depth or the extent to which this notion is practiced in 

enterprises. 
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THE SCOPE AND OBJECTIVES OF THIS STUDY 

This study seeks to explore and critically examine the concept of HRM in 

Indonesian enterprises. The aim of this study was to investigate whether initiatives 

in HRM were indicative of the phenomenon of HRM in its contemporary sense, 

that is, as understood in the West, from where the HRM concept originated 

(Brewster, 1992). The research problem, thus, was to investigate the extent to 

which the notion of contemporary HRM had been adopted in Indonesian 

enterprises. The continuing drive for reform and, concurrently, the apparent 

increasing complexity of the Indonesian workplace has been characterised by 

further integration of the Indonesian economy into the global order. Thus, this 

study also examines the direction of HRM practices in the future in Indonesia. 

Many studies of HRM ignore the importance of the contextual environment that 

interacts with HRM policies and practices. This disregard of contextual factors is 

due to the great emphasis placed on the notion of organisational independence and 

autonomy, as prevalent in literature from the U.S. (Brewster, 1995, Guest, 1989). 

Kochan and Dyer (1993:571) assert that 'theorists and researchers have cast their 

models of HRM and related policy issues too narrowly [as] they have relied too 

heavily on top management and human resource managers within corporations to 

drive the necessary transformation'. Furthermore, too little consideration has been 

given to the organisation and institutional contexts in which firms formulate and 

implement their human resource strategies and policies (Kochan & Dyer, 1993). 
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Within comparative international management, most specifically HRM, most 

studies focus on a narrow range of cross-cultural management issues (Kamoche, 

1997), as if culture is a single cause for the variation of management practices 

among nations (Redding, 1994). The study of HRM is important in the extent of 

its strategic dimension. The strategic aspect of HRM lies on linking HRM and its 

contextual environment (Schuler & Jackson, 1995; Morishima, 1995; Pieper, 

1991). Particularly for a study that aims to generate theory, Dyer and Wilkins 

(1991:616) emphasised the importance of contextual factors: 

the central issue is whether the researcher is able to 

understand and describe the context of the social dynamics of the 

scene in question to such a degree as to make the context intelligible 

to the reader and to generate theory in relationship to that context'. 

Furthermore, the interpretation of management has neglected the historical 

evolution of management practices (Kamoche, 1992). In this regard, for example, 

Williams (1993) has suggested the inclusion of geopolitical issues in the study of 

HRM. This study, therefore, investigates HRM policies and practices within 

contextual environments both internal and external to the organisation. 
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APPROACH OF THE STUDY 

The aim of this thesis is to describe the HRM practices of enterprises in Indonesia. 

The study is exploratory in nature as little work has been done in this field. The 

empirical investigation was conducted by cross-analysing quantitative and 

qualitative data from multiple case studies. Use of the data triangulation method 

enabled the qualitative data to add depth and detail to complement the broad 

patterns emerging from the quantitative survey data. 

Thus, the critical analysis in this study concerns HRM in Indonesia within its 

contextual environment, including issues of Indonesian political economy, 

economic policies, the international dimension of the Indonesian economy, 

education system, and various issues in the labour market. These issues are 

examined within their global contexts, including the geopolitical constellation, the 

global economy, and free trade. Post-colonial countries undergo unique 

experiences, as is the case with Indonesia. The major influential elements of the 

management of human resources in a post-colonial country are: the colonial 

impact, nationalism, post-colonial states and crises of development and the 

overbearing role of government, coupled with political problems and instability; 

the impact of economic structural adjustment programs; the democratic challenge; 

the demands of social partnership; and the enormous effects of contemporary 

trends in globalisation (Mantami, 1995; Hess, 1986; Kamoche, 1992). Thus, the 

periodisation dimension in this study, namely the colonial era (1830-1945), post 
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independence (1945-1965), and modem fudonesia (1965-present), is paramount. 

This study utilises a complex approach that analyses the process of modernisation 

by highlighting fudonesia' s various stages and experiences from the colonial era to 

modem times (Redding, 1994:350). 

SIGNIFICANCE OF THE STUDY 

Significance for Managers 

HRM in fudonesia must accommodate the changes that are taking place in the 

global economy. As a global economic player, a two-pronged organisational thrust 

has implications for fudonesian HRM : global players operating in fudonesia and 

fudonesian organisations integrating with the world economy. First, to be 

effective when working in fudonesia, international managers must be 

knowledgeable about the dynamics and issues relevant to fudonesian employees. 

Second, fudonesian managers must be able to manage employees to serve the 

international market, both in the international division of labour and as employees 

working for domestic enterprises that compete internationally. The findings of this 

study should provide input and direction for these managers. 

As the internationalisation of fudonesian businesses strengthens, fudonesia 

continues to experience an unprecedented surge in foreign investors operating in 

fudonesia. This is due to various global economic activities, including free trade 
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and economic cooperations such as APEC and ASEM. Moreover, the Asian 

financial crises in 1997-98 that hit Indonesia the worst, were very significant in the 

development of foreign investment in the country. Hundreds of Indonesian 

enterprises had to negotiate with the Indonesian Bank Restructuring Agency 

(IBRA) with regard to liquidity credits from a great number of private banks which 

allowed companies to exceed the legal lending limit (IMF, 2000). The scarcity of 

funds in Indonesia emanating from the crises has allowed foreign investors to be 

the best, if not the sole, option to take over these myriad bankrupt firms. IBRA 

may elect to dispose of the shares and assets under its control through share 

placement, asset sales, initial public offerings or strategic sales. The classic aim of 

foreign (direct) investment for these activities in terms of human resources remains 

the same, that is the transfer of management skills to the local Indonesians. 

Thus, this study will provide insights for international managers who manage, 

interact with and transfer their management skills to Indonesian employees within 

the Indonesian workplace environment. International managers must be 

knowledgeable about the variables that moderate differences between domestic 

and international HRM (Dowling, 1999). This study demonstrates the 

pervasiveness of contextual factors in the Indonesian environment. For 

international managers to operate effectively in their operations in Indonesia, 

familiarisation with the complexity of these factors is crucial (Dowling, 1999). 
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Significance for International and Comparative Management Researchers 

The study of HRM in Indonesia demonstrates the pervasiveness of the contextual 

environment that interacts with the organisation and in particular with HRM. 

HRM in Indonesia is not autonomous, rather it is embedded within global and 

national factors including the political economy, economic policies, educational 

and labour issues. Therefore, the contextual environment is paramount in the 

research of comparative international management. The complexity of the 

phenomena is best researched using a multi-method qualitative and quantitative 

triangulated approach to obtain the general view as well as to capture the depth of 

the data. The grounded qualitative method is significant because it allows the data 

to emerge from the field without imposition of concept. The wealth of qualitative 

data was conceptually structured by the use of NUDIST computer software for 

qualitative research. 

Significance for the Policy Makers 

This study examines the dynamics of contextual influences on HRM in Indonesia 

at various levels, that is the activity, organisational, national, international and 

global levels. The ~clusion of the external environment in the analysis of findings 

helps conceptualise the HRM field in broad terms that illuminate the inter-linkages 

of influences at the various levels noted earlier. Thus, the implications that emerge 
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from this study will become the basis for recommendations for policy formations 

that impacted on factors on these levels. 

On the global and international levels, this study reveals the importance of various 

regional economic cooperations, including APEC and ASEM, to establish well 

designed human resource development programs to be applied among member 

countries (Dowling, 1994). The flow of managers across borders emanating from 

these cooperations should be enhanced, and the effectiveness of the transfer of 

managerial skills be maximised. Increased efficiency and modernised workplaces 

will benefit the member countries as a whole in the long term. 

On the national level, further reforms in political, economic, and educational 

spheres are crucial. This study reveals the pervasiveness of government political 

influence in state owned enterprises that has hindered the sound practice of HRM, 

such as the lack of transparency in various HR policies and practices resulting in 

poor governance. Thus, political reform that eliminates the meddling of state 

politics in enterprises would contribute to the effectiveness of human resources. 

This study shows the role of economic reform in modernising the Indonesian 

economy that impacted on the improved management of human resources. The 

increased speed of corporatisation and privatisation of SOEs will enhance 

organisational performance of the numerous inefficient SOEs. In this regard, 

HRM policies that enhance employee performance, both at the group and 

individual levels, will likely be implemented. 
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Reform in the educational system is highly desirable. This study has noted the 

scarcity of highly skilled labour in the Indonesian market which has disadvantaged 

enterprises. Less than 2 % of the Indonesian population have a tertiary education 

degree. Thus, reform in the education system is paramount in terms of 

accelerating progress and eliminating mismatch in preparing the necessary skills 

for the work force in Indonesia's fast changing economy. Developing more 

complex skills within Indonesia's human capital is paramount in Indonesia's 

globalised economy. This study reveals that the scarcity of employees with sound 

management skills and in particular with HRM expertise has hampered the 

efficient running of enterprises. Thus, special attention must be taken in 

increasing management education in general to supply enterprises with 

management skills. HRM in the curriculum as a major or subject offering is crucial 

to produce graduate prospective HR. professionals who will enhance the 

management of human resources in enterprises (Caroll, 1991; Kochan & Dyer, 

1993). HRM professionals are potential· agents for change who will facilitate the 

transformational process in enterprises (Kochan & Dyer, 1993). 

THE RESEARCH QUESTIONS IN TIDS STUDY 

This study investigates the extent to which contemporary HRM is practised in 

Indonesian enterprises. Two research questions were posited in this study : 
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1. How are enterprises in Indonesia currently managing their employees ? 

2. What are the future trends for the management of human resources in 

Indonesia? 

The research questions were formulated on the basis of the extant literature. They 

provide a well-defined focus to collect specific kinds of data systematically, and 

provisionally, they enable the setting of rough boundaries for the analysis of data. 

This research focused on the investigation of HR policies and practices including 

recruitment, training and development, performance management and 

compensation within the wider function of HRM. 

THE DEFINITION OF HUMAN RESOURCE MANAGEMENT 

Background of HRM Terminology 

HRM is a term which is now widely used but very loosely defined (Guest, 

1987:503). This is because the field of HRM is new and continues to evolve 

(Dulebohn, Ferris & Stodd, 1995). The meaning of HRM is far from clearly 

established in the literature: different authorities imply or state different definitions 

and draw on different evidence to support these definitions (Brewster, 1995:2). 

The term and concept of HRM originated in the U.S. (Brewster, 1995) as a result 

of the evolution from personnel administration or personnel management. While 

the generic meanings of HRM and personnel management are the same, that is the 
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management of employees, each term has a substantially different meaning in the 

field. It is these differences and the evolution of HRM that are the foci of this 

thesis. 

The activity of employment, including recruiting, staffing, and training, was 

encapsulated in the term, 'personnel management' or 'personnel administration'. 

This concept was prevalent in the U.S. during the period following the Second 

World War until the 1970s. Thus, a 'functional collection of managerial activities 

and practices directed at people as employees' was the realm of personnel 

(Dulebohn, et al., 1995:28). Heightened competition in the U.S. in the late 1970s 

(both domestic and international), deregulation, and technological change, as well 

as the decline of unionism, resulted in the restructuring of the concept of 

employment. Employment practices adopted the notion that employees were an 

important asset and thus they became human resources. The recognition of the 

importance of employees as human resources and the use of these resources in a 

strategic way resulted in the transformation of personnel administration into 

'human resource management'. The shift from personnel administration to HRM 

in both theory and practice has become predominant. The emphasis on 

'management' in HRM connotes a more general and line management orientation, 

as opposed to, for example, the more traditional term of 'administration' that 

typically connotes a professional or staff orientation and role (Mahoney & 

Deckop, 1986). Thus, the use of the term HRM became a way of re-
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conceptualising and reorganising personnel roles and describing the work of 

personnel departments. 

In addition, HRM is distinctively different and offers a new approach to 

management. To this end, despite the shift in meaning, the term HRM is not so 

new that it is not possible to find examples over the last 30 years of HRM being 

used as a generic term in preference to personnel management (Legge, 1978 in 

Guest, 1989). It must also be noted that the transition often brought with it some 

conflicting realities. Personnel management was often simply retitled HRM. This 

is evident, for example, in the way in which a number of textbooks and personnel 

departments have adopted the 'human resource management' term without any 

other changes in roles. 

Human Resource Management Defined 

In its generic meaning, Dulebohn et al. (1995:18) defined HRM 'as the branch of 

organizational science that deals with the employment relationship, along with all 

the decisions, actions, and issues involved in that relationship'. In this thesis, 

human resource management refers to the generic term for the employment 

relationship. This general term is interchangeable with other terms that have a 

similar meaning, such as employment relationship, the management of employees, 

and employee management. The term HRM with this meaning is used particularly 
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in chapters that examine policies and practices of personnel management during 

the colonial (Chapter 2) and post independence periods (Chapter 3). 

As the term 'personnel management' is used in many organisations to refer to the 

department that deals with activities such as recruitment, selection, compensation, 

and training, 'human resource management' is also used, and to an increasing 

extent. In this new and enhanced role, Schuler, Dowling, Smart and Huber 

(1992: 16) defined HRM as 

the recognition of the importance of an organisation's workforce as 

vital human resources contributing to the goals of the organisation, 

and the utilisation of several functions and activities to ensure that 

they ate used effectively and fairly for the benefit of the individual, 

the organisation, and society. 

For clarity, this thesis uses this defmition interchangeably together with its 

enhanced features, such as 'sound HRM', 'contemporary HRM' and 'modem 

HRM'. Indeed, an important task in this study is to examine the extent to which 

enterprises deliberately seek to introduce HRM, and to identify the factors that 

have brought this about (Guest, 1989:505). 
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THE ORGANISATION OF THE THESIS 

This thesis consists of ten chapters that outline the overview of the study, literature 

review (Chapters 2, 3, 4, and 5), research methodology, research report and 

analysis of two case studies (Chapter 7 and 8) and survey (Chapter 9), and the 

discussion and conclusions of the overall findings of the thesis (Chapter 10). 

Chapter 1 provides the background of the study. It explains the rationale of this 

study in the context of the complex society of Indonesia and its political economy, 

as well as the role of enterprises and the importance of HRM in Indonesia. The 

significance of this study lead to the formulation of the research questions and the 

term of HRM is defined. 

Chapters 2, 3, 4 and 5 chronologically provide the historical evolution, from the 

Colonial Era to the present of HRM in Indonesia, and the contextual environment 

within which HRM is developing. The contextual environment consists of the 

political economy, economic policies, labour issues, issues in the educational 

system, and the socio-cultural values of the people of Indonesia. The discussion of 

the evolution of HRM covers employment policies and practices including 

recruitment, training and development, performance management, and 

compensation. 

Chapter 2 briefly examines employment management and its context in the 

Colonial Era. In light of the scarcity of published materials that discuss issues in 
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this period, the chapter briefly examines the introduction of a modem economy by 

Dutch rulers and employment practices in enterprises which were predominantly 

owned by the Dutch. Conditions under the Japanese occupation during the Second 

World War are highlighted. The contextual environment is discussed, including 

the political and economic issues towards the birth of the Indonesian nation. 

As a continuation of Chapter 2, Chapter 3 investigates the environmental context 

in the post-independence period. It describes how Indonesia came to te1111S with 

independence and with the influences prevalent in the Cold War Era. The impact 

of this environment and the ensuing socialist forces embraced by the country are 

examined in the light of the management of employees in enterprises. 

As the availability of published materials has become greater in the last few 

decades, compared with the previous colonial and independence periods, Chapters 

4 and 5 discuss contextual factors and HRM in Indonesia in the modem era in 

more depth Chapter 4 examines the environment context from the inception of 

the New Order until the present, including the recent Asian financial crises. It 

outlines the political economy, economic policies, education and labour issues as 

Indonesia increasingly pursues economic reform and integrates its economy with 

the global market. Within this environment, Chapter 5 outlines the management of 

human resources in recent times. It focuses specifically on the development of 

contemporary HRM in Indonesia in the area of recruitment, training and 

development, performance management, and compensation. The chapter also 
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presents the development of the HR professional body and the extent to which the 

subject of HRM is taught in the Indonesian education system 

Chapter 6 details the research design and methodology used in this thesis. It 

focuses on the explorative design of the study and the underlying principle of the 

use of the triangulated method. The chapter explains that qualitative data from 

two case studies was combined with the quantitative data of a survey. With a 

background explanation of the methodology outlined, Chapters 7 and 8 describe 

and analyse the two case studies of a private and state owned enterprise 

respectively. Each chapter details major HRM activities, including recruitment, 

training and development, performance management, and compensation, as well as 

the organisation of corporate human resources and sources of influence of HRM 

practices. Current and future directions of HRM policies and practices are 

highlighted. 

Chapter 9 focuses on the report and analysis of the survey which was replicated 

and adopted for the Indonesian situation from the questionnaire developed by Von 

Glinow and other team members of the Best International HRM Practices 

consortium (Von Glinow, 1993; Teagarden et al., 1995). The chapter investigates 

the conduct of HRM policies and practices currently, and the direction in which 

these activities will be conducted in the future. 
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Chapter 10 is the final chapter in which the qualitative and quantitative data are 

comparatively analysed and discussed with reference to the research questions 

posited in this thesis. The empirical findings derived from the survey and case 

studies are cross-analysed at various levels of the contextual environment of this 

study, including the global, national, organisational, and HRM activity levels. 

Based on the level of analysis, a summary of the findings, the implications of the 

outcomes and recommendations are suggested. Limitations of the study are noted 

and possible directions of future research presented. 

23 



CHAPTER2 

THE CONTEXTUAL ENVIRONMENT AND 

HUMAN RESOURCE MANAGEMENT IN THE COLONIAL ERA: 

1830-1945 

THE OBJECTIVES OF THIS CHAPTER 

The objectives of this chapter are to investigate the evolution of employee 

management in Indonesian enterprises and the historical dimension of the 

contextual environment within which employee management in Indonesia 

developed. The time span of the investigation will cover the late colonial era in 

the nineteenth century up to the Second World War, followed by the post-

independence period until the mid 1960s when the cessation of the Old Order 

took place. The chapter will discuss the development of the contextual aspects 

within the dynamic of international settings, and national influences which 

include the political, economic, and social environments. The evolution of HRM 

will be outlined, contained by this contextual development. 

A BRIEF PROFILE OF INDONESIA 

Indonesia is the fifth largest country in the world after China, India, Russia, and 
-

the USA with a population of 210 million in 1999 (The Economist, 8 July 

2000). Indonesia's national motto of 'unity in diversity' is an apt one. Its people 

are distnbuted among more than 300 distinct ethno-linguistic groups and live in 

an archipelago of over 13,000 islands which makes Indonesia the largest island 
~ 

complex. It stretches some 5,120 kilometers from east to west across the 
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equator. Indonesia is a highly volcanic region with over 100 peaks which are 

still active volcanoes. Within the boundaries of Indonesia live people who have 

quite different physiques and characteristics. In the east, the inhabitants of 

Maluku resemble Melanesians rather than the Malay type found in Java or Bali. 

The natives of the highlands in Irian Jaya (formerly West New Guinea) are 

closely related to those of Papua New Guinea. The most frequently drawn 

contrast is that between inner and outer Indonesia. The dichotomy usually 

presented of 'inner' (Java, Madura, and Bali) and 'outer' (Sumatra, Kalimantan, 

Sulawesi and the other islands) is based upon the uneven distribution of 

Indonesian's population. While the former comprise only 8% of the Indonesian 

land area, they support more than 70% of the total population. The remaining 

population are spread over the outer islands (Hugo et al.,1990: 11-14). 

THE POLITICAL ECONOMY IN THE LATE COLONIAL PERIOD 

Indonesia has attracted Westerners for many centuries. It was the wealth of the 

East, in large measure, which led to the age of exploration, the discovery of 

America, and the spread of colonialism The Portuguese arrived in the 

Moluccas in 1510, in search of spices for European markets. The Spanish, 

British, and Dutch soon followed. By the end of the sixteenth century, Dutch" 

traders were dominant in the Indies. Early in the seventeeth century, the Dutch 

East India Company (Vereenigde Oost-Indische Compagnie, VOC) extended its 

activities beyond trading and acquired territorial possessions not only in the 

Moluccas but also in Java and Sumatra, and the area became known as the 

Dutch East Indies or Netherlands Indies (Mackie, 1971:1-2) (See map in Figure 

2.1). Before the Dutch arrived in Indonesia in 1596, Indonesian businessmen 

together with other Asian traders, (and under the supervision and ultimate 
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control of the noblemen, princes, and sultans), carried on an active international 

trade in Indonesian agricultural and mineral products. Spices, rare woods, and 

precious metals were traded in exchange for Indian and Persian textiles and 

Chinese silks, porcelain, copperwork, paper, and handicrafts. During that time, 

the Indonesians also conducted illtemal trade in foodstuffs and local handicrafts 

such as batik and local clay utensils (Johnson et al., 1966:75). 

The Culture System, 1830-1870 

The truly Dutch colonial period began, especially ill Java, in 1830 (Ricklefs, 

1993:119; Missen 1971:134) as this was the beginning of the period ill which 

the colonial power probably had its greatest impact on Indonesian society 

(Prince, 1989: 1). In 1830, the Cultuurstelsel or cultivation system, more 

popularly called the "Culture System'', was illtroduced to Java. This system 

centred around the utilisation of Java to grow products saleable on the 

European market, mainly coffee, sugar, and illdigo, as a form of land taxation 

(Van Niel, 1967:284). In the sugar industry, for example, each village 

illcorporated illto the sugar system was required to devote a specified portion of 

its rice fields to cane each year, and all landholders were pressed illto cultivation 

duties ill the canefields (Elson, 1984:44). 

f 

In reality, the Culture System developed into the compulsory delivery of export 

crops to the colonial government and the labour investment was clearly massive. 

The proportion of the population involved in this production of export crops 

varied from region to region, but generally was high, rangillg from 46 to 70 per 

cent. In some areas, the figures reached up to 92 and even 97 per cent 

(Ricklefs, 1993:119). The peasants found themselves not only with less time to 

devote to growing food crops but also with less land on which to plant them 
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(Elson, 1984:50). The high rate of population growth in Java had ensured the 

availability of labour which made the culture system a success. The 

fundamentally exploitative colonial system was designed to control the local 

population and to expedite the extraction of raw materials in the most cost

effi.cient way (Hugo et al., 1990:25). 

The Liberal Reform. Period, 1870-1900 

Despite the economic success of the Culture System, it nevertheless came under 

increasing political criticism in the Netherlands. Ricklefs (1993:124) notes that 

Dutch liberal reform in the 1850's demanded 'a drastic reduction of the role of 

government in the colonial economy, a freeing of the restrictions on private 

enterprise in Java and the end of forced labour and oppression of the Javanese'. 

Elson (1984) argues that their aim was to dismantle the system of forced 

cultivation arid replace it with one based upon private enterprise and a free 

labour market. The Agrarian and Sugar Laws of 1870 eliminated this taxation 

in kind and replaced it with a free market system in which government control 

over production of that commodity would gradually be diminished in favour of 

private enterprise (Van Niel, 1967:287). Dutch private investors responded 

enthusiastically and established a new pattern of plantation agriculture which 

ultimately dominated the export sector of the economy. Indonesian small

holders, therefore, lost relative importance as exporters and accordingly failed 

to improve their economic status (Glassburner, 1971:2). 

Nevertheless, the liberal period (c.1870-1900) represented a major 

intensification in the exploitation of Java's agricultural resources, as well as 

those of the outer islands. In 1860, private and government exports from all of 

Indonesia were roughly equal in value, but by 1885, private exports were ten 
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times those of the government. The total value of state and private exports in 

1885 was twice that of 1860. The number of European civilians in Java 

increased rapidly, from 17 285 in 1852 to 62 447 in 1890 (Ricklefs, 1993: 119). 

The colonial economic base during the liberal period increasingly shifted 

towards the use of land and natural resources that were abundantly available in 

the islands outside Java, such as Sumatra and Kalimantan (Borneo). 

The Ethical Policy Era, 1901 

In the Netherlands, colonial policy continued to be the subject of critical 

discussion. The exploitation of Indonesia began to recede as the main 

justification for Dutch rule. In 1901, the Ethical Policy' was born which had a 

two fold goal: first was the economic side as it aimed at promoting development 

by western enterprise with a view to providing funds for the enhancement of 

welfare. The second goal was the social side as it was intended to promote 

social welfare of the indigenous people (Furnival, 1956:227). Indeed, as the 

population of Java grew, Dutch industry began to see Indonesia as a potential 

market, which required a rise in living standards. Both Dutch and international 

capital sought new opportunities for investment and extraction of raw materials, 

especially in the outer islands (Ricklefs, 1993: 151). 

New efforts in the name of the Ethical Policy were made in the areas of 

education, health, public works, and agriculture. This reorientation of colonial 

policy, however, did not alter economic trends in any drastic way. The rate of 

inflow of Dutch and other European capital continued to grow, and the rate of 

growth of the indigenous population also accelerated. Perhaps the most 

significant shift in the pattern of economic development in the early decades of 

the twentieth century was the shift of the growth impetus from Java to the outer 
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islands as Java became increasingly crowded and less capable of producing 

export surpluses (Glassbumer, 1971:2). The policy was intended to benefit the 

indigenous population, and governmental tasks were expanded, thus creating a 

rise in public spending. An increase in taxes on the population was avoided as it 

would have run counter to the intention of improving standards of living; thus 

income from state enterprise had to be increased. This situation had largely led 

to the maltreatment of labour, especially in mining and the plantations (Wolters, 

1994: 191-209). 

Industrialisation during the colonial era was limited. In 1916, for example, 

there were 1,823 privately owned factories or workshops in Java, employing a 

total of 49,000 workers. Despite expansion over the following twenty years, by 

1942 there were still only 5,470 factories and workshops in Indonesia, 

employing 350,000 workers, of which 70 per cent were in Java. There were an 

additional 50-60,000 employed in the railway industry. With the exception of 

the railway and tramway industry and the large dockyard and ship-repair 

facilities in the large ports, individual factories and workshops employed only 

small numbers of people (Ingleson, 1986: 15). 

The First World War (1914-18) and the World Depression in the 1930s 

In the First World War and the ensuing severe world depression of the 1930s, 

falling export prices and growing protectionism forced the colonial government 

into a series of policy changes. These changes had important consequences, not 

only for economic performance in the final years of the Dutch colonial era 

(Booth, 1998:9). The loss of European markets forced a new interest in 

production for internal markets. Policy now became oriented toward increased 
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food production and domestic industrialisation, especially on Java (Paauw, 

1967). 

Thus, until the 1930s, factory processing of agricultural and mineral goods for 

export was the dominant industrial development. The domestic market was 

primarily serviced by small-scale cottage industries. Indeed, the Depression 

brought the long economic growth trend to a virtual halt. The growth of 

factories producing consumer goods for the domestic market did not begin until 

1935 (Paaw, 1967). 

The Second World War and the Japanese Occupation, 1942-1945 

In the period preceding World War Two, a viable pattern of trade and 

specialisation was developing. Nevertheless, this emerging pattern was still 

embryonic at the time of the Japanese invasion of Indonesia (Paauw, 1967:163). 

The economy was turned even more intensively inward by the Japanese 

occupation, and economic growth was further inhibited. Many plants, including 

oil installations (which were the primary target of the Japanese in their drive to 

the south), were destroyed by the Dutch before Japan occupied the country 

(Sutter, 1959:134). A primary Japanese aim was the restructuring and 

redirection of the Indonesian economy in order to support Japan's war effort 

and its plans for long-term economic domination of East and Southeast Asia 

(Cribb & Brown, 1995). 

New regulations to control and redirect Indonesia's main products and the 

severing of contact with traditional export markets together produced chaos and 

hardship (Sato, 1994). By 1943, rubber production was about one-fifth of 1941 

levels and tea production was about one-third. Japan and Formosa (Taiwan) 
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were to be the main suppliers of sugar for the Greater East Asia Co-Prosperity 

Sphere, so this production of crop which was a major source of income in Java 

was to be reduced. Japanese began to take over the sugar estates, and it was 

only then that their European managers were interned (Ricklefs, 1993:200). 

Similarly, considerable tobacco land in East Sumatra was converted to food 

production (Castles, 1967). The Japanese military government meanwhile 

flooded Indonesia with occupation currency, which contributed to rising 

inflation, particularly from 1943 onwards. By the middle of 1945, this currency 

was worth about 2.5 per cent of its face value. 

On August 15, 1945, Japan surrendered. The Indonesian leadership, pressured 

by radical youth groups, was obliged to move quickly. The Indonesian 

committee for preparatory work for Indonesian independence chose Sukarno 

and Hatta as president and vice president respectively. They formally declared 

the nation's independence on August 17, 1945. Nevertheless, the Dutch were 

determined to reoccupy their colony and launched 'police actions' against the 

republic, against which the international reaction was negative. Despite much 

struggle by the Indonesians, international recognition was not received until 

1949 (Glasbumer, 1971). As the Indonesians celebrated their new-found 

independence, the economy which they had inherited was very badly damaged. 

It was still of 'colonial structure', that is, dominated by export-oriented foreign 

enterprises in the modem sector and peasant agriculture in the traditional sector 

(Glassbumer, 1971). 

ISSUES IN SOCIAL AND CULTURAL VALUES IN THE COLONIAL ERA 

The social and cultural aspects of Indonesian society during the colonial period 

in this study focus on the people of Java, as they are the ones who had the most 
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encounter with colonialisation. In spite of the increasing incursion of Western 

influences, traditional Indonesian social relations remained remarkably stable up 

to the end of Dutch rule. The effect of Western intrusion had been muffled by 

the Dutch policy of supporting the traditional hierarchy and protecting the 

Indonesians as much as possible from the unsettling effects of outside influences 

(Van Niel, 1967). 

In his studies of Javanese culture, Geertz (1976) argues that there are three 

main types of Javanese culture, namely abangan, santri and priyayi. Abangan 

is the religious system commonly consisting of a balanced integration of 

anll:nistic, Hindu, and Islamic elements, a basic Javanese syncretism which is the 

island's true folk tradition and the basic substratum of its civilisation. Santri is 

associated with the Javanese trading element. It comprises a more purist 

version of Islam whose traditions are not only of a careful and regular execution 

of the basic rituals of Islam - the prayers, the Fast, the Pilgrimage - but also 

those of social, charitable, and political Islamic organisations. Priyayi originally 

referred only to the hereditary aristocracy whose roots were in the Hindu

Javanese courts of pre-colonial times, which conserved and cultivated a highly 

refined court etiquette, a complex art of dance, drama, music, and poetry, and a 

Hindu-Buddhist mysticism (Geertz, 1976:8-17). 

During the colonial period, it was the priyayi of the aristocracy whom the 

Dutch had turned into the salaried civil service. It was upon this 'bureaucratic' 

group that the Dutch had their most direct influence, leading to the production 

of the secularised, Westernised political elite of the Indonesian Republic. The 

refined politeness, the high art, and the intuitive mysticism all remain highly 

characteristic of Java's social elite. Although somewhat attenuated and adjusted 

to changed conditions, the priyayi style of life remains the model not only for 

the elite but in many ways for the entire society. 
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The most important concern of Javanese peasants as well as priyayi is the basic 

problem of a man's relationship with his fellow human beings. He must know 

that he can rely on his fellow human beings, which imposes upon him the 

obligation to maintain good relations; this in tum obliges him to conform with 

the community, which in tum interferes with his privacy. Javanese have a lineal 

value orientation as well as a collateral value orientation. They have great 

reliance on and respect for seniors and superiors. For the peasants, these 

include the older people of the community, village notables and officials of the 

village administration. Once they are forced to confront superiors, they avoid 

difficulties by refraining from a response or by agreeing humbly, but without 

feeling any obligation or sense of commitment; or the agreement is expressed in 

a particular manner, which actually indicates in a refined way a disagreement. 

As for the priyayi, such mentality not only causes a weak sense of self reliance, 

but also a low level of self discipline and little concern for responsibility. Civil 

servants are used to strictly obeying rules and norms and are very disciplined 

when there is sufficient control or supervision by their superiors. They will only 

feel safe in taking an action if supported by other people so that the 

responsibility will be shared (Kuntjaraningrat, 1990:56-9). 

The Javanese seem to rely heavily on the concept of fate. The peasant 

conceives of life as a continuous series of misfortunes, calamities and hardships 

that a human being has to experience and to endure readily. On the other hand, 

the peasant will pursue an active life through constant endeavour, which also 

means all the efforts made to overcome misfortune successfully 

(Kuntjaraningrat, 1990:453). It was against this backdrop of cultural and social 

values that the Dutch had imposed power through their colonial domination. 
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EDUCATIONAL ISSUES IN THE COLONIAL PERIOD 

Education during the colonial period was very limited. Racial segregation was 

the rule for financial and practical reasons. The Dutch government did not wish 

to guarantee sufficient educational facilities for non-European children 

analogous to its legal obligations vis-a-vis European children. Insufficient 

knowledge of Dutch on the part of non-European children was another 

impediment to further integration (Fasseur, 1994:42). Access to primary and 

secondary schools was intended for and differentiated among pure-blood Dutch, 

those of Indo-European or mixed parentage, indigenous nobility, and middle 

class Chinese. Education and training programs for the indigenous were 

designed to provide a minimum competency required by the lower level 

employees who worked with foreign managers and administrators (Johnson, 

1966:76). 

Under the Culture System, education for the indigenous was only conducted for 

the preparation of government officials (Furnivall, 1956:218). Higher education 

graduates were employed in Dutch offices not for the improvement of the 

indigeneous welfare but for the betterment of Dutch institutions. Many 

engineers for example had the task of developing irrigation systems, not 

necessarily to benefit rice farmers, but to increase the yield of sugarcane grown 

for Dutch sugar factories on the most fertile irrigable rice fields of Java 

(Nasoetion, 1991:63-4). 

Schools were established for the sons of the local elites or priyayi in an attempt 

to build a new spirit for the younger generation of aristocrats whose power was 

decreasing during the strengthening of the colonial government. In the course 

of time, the government opened up positions for the sons of lower officials or 

even from outside the ranks of the indigenous aristocracy who, therefore, 
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achieved their standing through individual talent rather than ascdbed status due 

to their birth. In the twentieth century, the 'new' priyayi were destined to play 

a crucial role. Those who remained in the bureaucracy joined the 'older' 

priyayi to become the backbone of first Dutch, then Japanese, and later 

Indonesian administrations. Those who 'turned their backs on government 

service' led the anti-colonial movement and created the independent state 

(Ricklefs, 1993: 128-9). Dutch interest grew during the second half of the 

nineteenth century but not without considerable ambivalence as to the 

desirability of establishing broad-based public education. Even in 1900 in Java, 

the budget allocation for education for Europeans was almost double that for 

the 'education of natives' (Hugo et al., 1990:61). 

The high point of educational reform, as of other Ethical reforms, was reached 

about 1930, after which time the Depression ended any major development, 

although the number of school places continued to grow. In 1900, there were 

about 265,000 Indonesians in private or government schools in the whole of 

Indonesia. In 1930-1 there were over 1.7 million Indonesians in such Western 

educational institutions. When these figures are set against the population size 

of 59.1 million indigenous people, however, it can be seen how marginal all of 

this effort was: about 1.66 million (2.8 per cent of the total population) were in 

the vernacular primary schools, and about 85,000 or 0.14 per cent were in the 

European school system below university level At university level, there were 

178 Indonesians (which formed 0.0003 of 1 per cent of the population), while in 

vocational agriculture and forestry schools, a sector where one might have 

expected much to be done, there were 392 Indonesians (or 0.0007of1 per cent 

of the population). In the 1930 census, the literacy rate for adult Indonesians 

throughout the archipelago was only 7.4 per cent (Ricklefs,1993: 158). 
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El\'IPLOYEE MANAGEMENT IN THE COLONIAL ERA 

Forced Labour in the Culture System, 1830-1870 

Employee management practised by the Dutch during the Culture System was 

mainly coercive :in nature by us:ing the :indigenous elite to organise and supervise 

the Javanese labour masses. The Dutch managers :in the forced sugar 

cultivation, for example, put a great number of restrictions on the workers by 

strengthen:ing the power of village chiefs to organise and allocate labour (Elson, 

1984:121). In less busy cultivation times of the year, the government also 

required peasants to labour on a variety of :infrastructure construction, less 

immediately connected to crop production (Ricklefs, 1993). 

Not only did the workers often receive hard treatment, village chiefs also 

became the target of recrimination from higher officials if they were not able to 

carry through their orders successfully. It was not unusual for village chiefs to 

be whipped for their actual or alleged failings :in promot:ing cultivation. 

Uncooperative peasants could find themselves arrested, whipped or stripped 

and exposed to the burn:ing sun. The arbitrary powers of coercion available to 

officials, should they be needed, were supported by legislation promulgated :in 

1833 to give the government the power to exile (Elson, 1984:52-3). 

The 'Free Labour Market' in the Liberal Reform Period, 1870-1900 

Employment relations :in the liberal period were marked by the :introduction of 

labour migration due to the scarcity of labour :in the outer islands. Suitable 

legislation was :introduced: Coolie Ord:inance came :into effect :in 1880 as 
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depicted in Table 2.1. In the Sumatran East Coast region, for example, 

approximately a hundred thousand indentured coolies were employed. 

Table 2.1 

The Main Clauses of the Coolie Ordinance 1880 

• That no labourer-employer relationship could exist without a written contract; 

• That the contract, specifying the name, nature of the work and method of payment 
based on a ten-hour working day and for a maximum period of three years, should 
be registered immediately after the coolie's arrival by the local administration. The 
official in charge had to verify whether the contract was entered into voluntarily; 

• That the coolie must faithfully carry out the work assigned to him and might not 
leave the plantation without written permission; conversely, the employer must 
issue a leave-pass if the coolie intended to complain to the authorities about 
maltreatment, but only ifhe did so as an individual; 

• That the worker was entitled to decent treatment (a regular wage, accommodation, 
washing and drinking water, and medical care); 

• That after termination of the contract, the coolie was to be returned to the place of 
recruitment, if he so wished. 

Source: Breman, Jan. 1989. The Taming of Coolie Beast. Delhi: Oxford University 
Press. pp.39-41 

Initially designed to be an intermediate device, the colonial government 

guaranteed that the Ordinance would be repealed as soon as the 'free labour' 

system was operating. Later, however, the colonial authorities were to back 

away and argued that a penal sanctions could not be avoided wherever imported 

labour was used. The Ordinance entailed penal sanction charged by the 

government: 

that what would otherwise have been a civil contract between employer 

and labourer was sanctioned by the state; a worker who broke his or 

her contract could thus be subject to imprisonment by the state, rather 
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than the somewhat ineffective sanctions of the civil court (Houben, 

1994:201). 

Nevertheless, some doubts were voiced after the Ordinance was introduced 

about the need for coercion in linposing the fulfilment of labour contracts 

(Breman, 1989). The introduction and the maintenance of the Ordinance 

resulted not only from the shortage of workers but also from the desire to keep 

wages as low as possible. The Coolie Ordinance that was designed especially 

for the Sumatran East Coast plantations, was gradually introduced into various 

other parts of the colony outside Java. In West Sumatra, the Ordinance was 

applied to the laying of railways and in the working of the state coal-mines 

(Breman, 1989; Houben, 1994). The Coolie Ordinance continued until 1930. 

At this time the Convention of the International Labour Organisation was 

influential in changing this law. In addition, the United States tariff agreement 

of 1930 penalised goods produced by labour under duress (Johnson et al., 

1966:21). 

Increased Awareness in the Ethical Policy Era 

As the economy grew and welfare of the indigenous Indonesian improved as a 

result of the Ethical Policy, employee management at the turn of century was 

becoming attuned to the notion of employee welfare (Allen & Donnithome, 

1962). Some large companies continued to recruit skilled workers from the 

ranks of artisans' assistants. Increasingly, the larger employers, such as the 

state and private railways, the engineering companies and the naval 

establishment, recruited apprentices from the expanding school system and 

taught them skills in 'company schools' (Ingleson, 1986:21). According to 

Ingleson (1986:53), the rail and tramway industries were the first to create strict 
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employer/employee relationships with more carefully drafted service regulations 

and defined career and wage structures. 

In 1916, some of the large private companies began to pay costs of living 

allowances to compensate for post war inflation. Some industries, such as the 

State Railway, however did so only after the government conceded the 

allowance in 1918, in response to massive strikes by both European and 

Indonesian workers in Java. An allowance was introduced, ranging from 20 per 

cent of monthly wages for those on the lowest rates, to 10 per cent for those on 

the highest (Ingleson, 1986:99-101). 

The government began to intervene for the protection of wage labourers (Allen 

& Donnithome, 1962). Nevertheless, despite the government urging the 

companies to pay higher wages, European employers and bureaucrats believed 

that the Indonesian workers had few needs and would only work less jf wages 

were increased. Ingleson went on to say that, like England in the eighteenth and 

nineteenth centuries, employers of Indonesian workers in the early twentieth 

century believed that 'the only way to get undisciplined workers to work each 

day and every day of the week was to pay them less' (Ingleson, 1986:36). 

The management of urban waged labour in the early twentieth century was 

centered around the foreman of the enterprises, as he formed the link between 

European management and Indonesian workers, with little direct 

communication between the two. The foreman's duties ranged from passing 

on instructions from the management, to hearing grievances first-hand from the 

workers. He initially recruited workers, and later the role extended to arranging 

housing for which service he obtained a commission. It was the foreman who 

decided promotions or dismissals and whether a worker should have fines 

imposed due to misdemeanours. Decisions on workers' holidays or rest days, 
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and payment for sick leave or overtime were also bis responsibility. Indeed, he 

'maintained discipline, allocated jobs and generally controlled the lives of bis 

workers' (Ingleson, 1986:23). 

There was legislation about safety conditions in the sugar factories as early as 

the 1830s, but until the Factory Act of 1905 there was little systematic attempt 

to control conditions in urban workplaces. The 1905 Act legislated minimum 

conditions in workshops and factories, and promoted the establishment of an 

Office of Labour in 1921 to be in charge of labour relations. Although the Act 

reflected the growing importance of the industrial sector in the urban economy, 

in general there was little government supervision of urban employers. While 

wages and conditions in the workplace were determined by the Department of 

Government Industries, private companies established conditions at their 

discretion (Ingleson, 1986:25). 

Employee Development during the First World War and 

the World Depression 

The management of employees during the First World War and the Depression 

was confronted with various challenges. Following the sudden increase in 

prices after the First World War and the massive urban worker unrest which 

resulted from the failure of wages to keep pace, government fact finding 

reported that the level of wages for uneducated workers was too low for 

'hygienically satisfactory minimum existence'. The recommendation for the 

introduction oflegal minimum wages was rejected by the government, however, 

as it was 'largely on the grounds that they would be impossible to police' 

(Ingleson, 1986:211). Minimum wages had also long been suggested for the 

tobacco plantations and that the clause should be included in the Coolie 
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Ordinance. The suggestion, however, was rejected by the colonial government. 

Wage levels were fixed by the planters in consultation with one another and the 

workers themselves had no say whatsoever in the matter (Breman, 1989: 103-8). 

The European labour shortage during the First World War stimulated the 

training of Indonesian workers, with the result that more jobs, such as typing, 

became regarded as native occupations (Ingleson, 1986:51). The lack of 

training of the Indonesians by the Dutch in enterprises was identical to that in 

the civil service. According to Higgins (1957: 108), below the top ranks of the 

civil service there was an almost complete absence of administrative training, 

experience, and ability. The Dutch did not follow the practice of training 

Indonesians for middle and high ranking civil service posts. 

However, there were periods when Indonesian workers were able to take 

advantage of indirectly developing themselves. The growth of the commercial 

and industrial sector of the urban economy since the late nineteenth century, 

together with the increasing educational opportunities for the indigenous 

population required the Dutch to change its employment policy which was 

largely defined by race. This process was accelerated during the First World 

War, as the colony was only able to recruit very few Dutchmen from the 

Netherlands (Allen & Donnithome, 1962). Indonesians, therefore, were 

assigned to jobs previously preserved for Europeans. Engine drivers, station 

masters and administrative personnel on the railways, for example, who were 

almost entirely European in the late nineteenth century, were by 1915 largely 

Indonesian, with Europeans having moved to supervisory positions (Ingleson, 

1986:50-1). As in the colonial bureaucracy, the more experienced they became, 

however, the more their positions were weakened. Under the conventions of 

colonial discrimination, senior posts, and the most generous salaries were 

reserved for Europeans while preserving a modest social hierarchy under which 
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natives were barred from European privileges. Indeed, racial discrimination was 

perhaps the greatest source of resentment in the colony (Cribb & Brown, 

1995:8). 

The Hardship of the Second World War and the Japanese Occupation 

During the Japanese occupation, the abundant labour in Java became one of the 

main targets of the Japanese 'total mobilisation' campaigns. The Japanese 

propagandised that it was everyone's sacred duty to surrender all of one's 

energy to support the war effort and that labourers were also a kind of soldier 

who fought by working, which was called romusha. The Japanese authorities 

mobilised many millions of such labourers who were sent to perform heavy 

labour outside their home regions, and even outside Java and Indonesia (Sutter, 

1959: 188-9). The recruitment of romusha was usually coercive and the work 

conditions were often extremely harsh. Many people who were mobilised died 

through maltreatment, disease and undernourishment. Compulsory labour 

recruitment and food requisitioning along with the general chaos led to 

outbreaks of famine, especially in 1944 and 1945 (Sato, 1994; Ricklefs, 

1993:201). The mobilisation was clearly one of the major factors that adversely 

affected the physical, material and psychological welfare of the people of Java 

(Sato, 1994: 154-5). 

At the time of the Japanese takeover, the senior Indonesian employees in some 

companies in the large cities took charge of the businesses and their warehouses 

and supervised the sales of goods before the businesses were closed down 

(Sutter, 1959: 135-6). Thus, during World War Two, there was another period 

when the Indonesians gained an opportunity for development. The departure of 

thousands of Dutch from the ranks of government and business from mid 1941 
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on had afforded an opportunity for Indonesian personnel to move up in the 

ranks of positions never before held by Indonesians. Many posts vacated by the 

Dutch went temporarily or permanently to Indonesians, giving them greater 

experience of administrative power (Cribb & Brown, 1995:13). 

CHAPTER SUMMARY 

The Dutch, and later the Japanese, influenced the social life of the people in 

Indonesia. The paternalistic and authoritarian nature of colonial power was 

prevalent in the government as well as in the way people in the work place were 

managed. The severe lack of social infrastructure appeared to be detrimental to 

the advancement of society and work places. The preclusion of providing 

education had attributed to the severe lack of skills that caused the inability of 

Indonesian people to participate in enterprises. Moreover, the colonial fixation 

on repatriating revenue to the cosmopolitan Netherlands and therefore the 

emphasis on cost had contributed to the poor employment practices: 

Employment practices which were characterised by racial discrimination, 

occurring in the society at large, had nurtured nationalist sentiment and helped 

the development of the struggle against the Dutch colonial power. The subdued 

social values of the Javanese at the time may have helped them endure the 

maltreatment from colonial authorities. Nonetheless, the colonial entity was not 

immune to external forces which directly and indirectly prompted changes in 

employee management issues. International influences, such as the US 

imposition on the abolition of working under duress, hastened the improvement 

of employment relations in Indonesian work places. 
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CHAPTER3 

THE CONTEXTUAL ENVIRONMENT AND HUMAN 

RESOURCE MANAGEMENT IN THE POST-INDEPENDENCE PERIOD: 

1945-1965 

. THE OBJECTIVES OF THIS CHAPTER 

As a continuation of Chapter 2, this chapter investigates the environment context in 

the post independence period. It describes how Indonesia had to come to terms with 

various issues of being a young nation in the aftermath of colonialism and with 

influences prevalent in the Cold War era. The impact of this environment and the 

ensuing socialist forces embraced by the country are examined in the light of the 

management of employees in enterprises. Policies in the areas of recruitment, 

training and development, performance management, compensation, and labour 

relations in the period of post-war era are discussed. 

THE CONTEXTUAL ENVffiONMENT IN THE 

POST INDEPENDENCE ERA 

Political and Economic Issues in an Independent Indonesia 

The economy after independence was one that had not grown significantly for two 

decades. There ~as only an embryonic Indonesian middle class and very few rich 

landlords or prosperous peasants who could be actively involved in connnercial 

activities (Mackie, 1971). By 1950, all the federal states had been absorbed into a 
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unitary Republic of fudonesia, and Jakarta was designated the capital (Frederick & 

Worden, 1993) (See Figure 3.1). During the years 1950-1955, reasonable progress 

was made restoring the output of most export products and of foodstuffs, after the 

wartime damage. The economy was expanding at a low but steady rate of growth, 

despite constant pressures from inflation, while standards of living were widely felt 

to be higher than before the war (Glassbumer, 1971). 

At the Round Table Conference held in The Hague in 1949, the Netherlands 

surrendered political control and agreed to grant fudonesia her sovereignty (Thomas 

& Panglaykim, 1973). At the same time, however, the Dutch established conditions 

in the agreement which were designed to preserve Dutch economic interests in 

fudonesia. These provisions in the agreement were the basis of the perpetuation of 

an economic system which many Indonesians found difficult to accept, for the 

degree of foreign domination of the economy was extreme (Glas burner, 1971). 

From 1950 until 1957, parliamentary democracy was given a futile trial (eight 

cabinets served in those eight years). Policy in those years not only lacked 

continuity but was inhibited, on the one hand, by the (still great) strength in the 

economy of foreign and Chinese private business interests and, on the other, by the 

political risk involved in taking steps which would serve those interests (Mackie 

1971). Governments and politicians were generally unsympathetic to foreign 

enterprises, but an governments until 1957 tacitly accepted the need for them 

Foreign enterprise was still widely regarded as the key to the maintenance of export 

earnings and to new investment in plantation agriculture, oil, or industry which had 

been a feature of Dutch colonial rule (Mackie 1971). 
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Figure 3.1 
Map of the Republic of Indonesia 

THAILAND PHILIPPINES 
South China 

Sea 

MALAYSIA 

,, __;°'l,._\ Riau 

°"' west" · ~ 
Sumatra)'·~ 

~ \E{~ Jam~ 1~ ~ 
~- South '"\..'l:J C) 

',"-, Sumatra ( 
Bengkulut, _;"" , 

~ SRecial Territory 
ng of Greater Jakarta 
A- /._ 

/NO/AN 
OCEAN 

0 1000 

kilometres 

0 

~ 
a. 

"" 
~ 

'i;) :...-• 

f 
Balij 

7D~~~~~ 
' West Nusa C""--.. East Nusa 

Tenggara "-....> Tenggara 

,() c!J' 

Source: Hill, H. 2000. The Indonesian Economy. Second edition. 
Cambridge: Cambridge University Press. p.xviii 

PACIFIC 
OCEAN 

AUSTRALIA 



In 1957 and 1958, President Sukarno moved into a position of greatly increased 

political strength and into dominance over economic policy (Glassburner 1971). 

And for various reasons of domestic politics, pressures towards a more thoroughly 

socialist reordering of the economy now began to prevail under President Sukarno's 

'Guided Democracy' and 'Socialism a la Indonesia' (Mackie 1971:18). He 

implemented his concept of 'Guided Economy' in which the main aim was to 

appropriate state ownership of the advanced economic sector (Castles, 1967 :77). 

Aside from an aversion for market processes and foreign enterprises, the concept 

offered little guidance. 

After 1957, the political and economic environment declined rapidly. First, because 

of more rapid inflation which was aggravated by the regional political crisis of 1956-

1958, and secondly, from the setbacks resulting from the seizure of Dutch 

plantations and businesses in 1958 (Glassburner, 1971:22-6). The Guided Economy 

period came to an end in September 1965, with the failure of an allegedly 

communist-led attempt to assassinate several of Indonesia's most prominent military 

leaders. The military, suspecting President Sukarno of complicity in the plot, 

deprived him of his powers and established a cautious regime under General (later 

President) Suharto (Feith, 1967). 

The International Dimension of the Political Economy in a 

Post-independence Indonesia 

Indonesia's changing position in the international trading system since the war 

created another set of problems. After 'the disruption of Depression, war, and 

revolution, there was little chance that Indonesia would recover the markets for some 
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of its former staple exports (i.e. sugar, tobacco, and coffee). Only in rubber and oil 

was there a major increase in exports. Indonesia's economic strength as a major 

source of supply for various raw materials had deteriorated during the 1950s, while 

other nations had established themselves in world markets as competitors (Mackie 

1971:19). 

In common with other newly independent nations in Asia, the Indonesian 

government during 1950s sought and obtained the advice of a number of foreign 

economic advisers. The economic stabilisation program basically relied for its 

success on substantial foreign loans from the USA and other Western countries. In 

addition, some of the most promising students were sent abroad for further training 

in economics, mainly to American universities (Booth, 1998:7). Nonetheless, as the 

Malaysian campaign gathered strength in the latter part of 1963, this support was 

withdrawn (Booth, 1998: 172). 

Enterprises in the Post-Independence Era 

After centuries of colonial domination, nationalism has reflected in the development 

of Indonesian society. The Dutch and ethnic Chinese domination of the commercial 

sector virtually stifled Indonesian enterprise (Mackie 1971). Although the 

government enacted an 'indigenisation' policy in the 1950s whereby assistance was 

provided in the form of credit and protection against both foreign and Chinese 

competition (Mackie 1971:45), there was little sign of an emerging indigenous 

(pribumi) business sector (Robison, 1989; Hill, 1989). 
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Amstutz (1958, as cited by Glasburner, 1971) reported that a pre war estimate of 

only 19 per cent of non-agricultural business owned by the private sector was in the 

hands of pribumi, while 52 per cent was held by Dutch business. In the early 1950s, 

it was estimated that 50 per cent of all consumer imports were still being handled by 

four Dutch firms, and 60 per cent of exports by eight .firms. Private banking was 

largely in the hands of seven foreign banks, three of which were Dutch Under such 

circumstances, even the moderate leaders felt that in the 1950s the Indonesian 

revolution had not yet entered its economic phase (Glasburner, 1971: 78-80). 

Although some factions of government officials urged the adoption of a more market 

oriented economy as a way to build the Indonesian economy, the majority, however 

were of the opinion that direct control of the economy by the state would assure the 

welfare of the people (Tan, 1967). 

When the Dutch plantations and businesses were nationalised in 1957-1958, there 

was virtually no alternative to state ownership. Hence, a substantial shift in the 

balance of power took place. Nationalisation was regarded as a crucial turning point 

because 'the control of a major source of Indonesia's wealth was now for the first 

time in Indonesian hands' (Mackie 1971:59). By 1960, 489 foreign enterprises, 

mostly Dutch owned, had been taken over and a further 119 were listed for takeover 

the following year. In total, over 600 enterprises were nationalised under the 

Sukarno government (Mardjana, 1993:168). 

The guided economy imposed restrictions on the private sector. In some cases, the 

entry of private enterprises into the economy was only allowed as agents of the state 

(UNIDO, 1993:25). In other industries, such as imports, the government excluded 

the involvement of the private sector, bothpribumi and Chinese. By the mid 1960s, 
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the private sector had not advanced since 1950; the Chinese, however, were probably 

in a relatively stronger position than the pribumi (Robison, 1989:80). 

Meanwhile, the once profitable enterprises run by the Dutch were deteriorating. 

Since 1960, despite the requirement by the government, only a few of the state 

enterprises were able to make substantial contributions to the state revenue (Tan, 

1967; Castles, 1967). Some were even dependent on government subsidies for their 

survival. While this situation was partly due to accelerating inflation and other 

unfavourable economic circumstances, the departure of thousands of Dutch 

managers and technically skilled people also contributed to the decline of 

nationalised enterprises (Mackie, 1967:70; 1971, Castle, 1967). 

Educational Issues in the Postwar Era 

Indonesia faced independence with a severe shortage of adequately educated 

political leaders and bureaucrats. The new government gave education first priority 

and very rapidly expanded the entire school system Its success, as measured by the 

decline in illiteracy, was dramatic; indeed, that success is without doubt the most 

encouraging aspect of Indonesia's effort at development. However, in the haste to 

expand education, little thought was given to an appropriate design of the education 

system, and the present set of institutions is largely an obsolete version of the system 

built by the Dutch for their own children. Little has been done to raise the level of 

technical expertise of the Indonesian worker and farmer; and far too many secondary 

school and university graduates are suited only for white collar employment by the 

government and business (Glassburner, 1971:10). 
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Compared to the colonial era, the growth of schools and universities in Indonesia 

after independence was extraordinary, but, by world standards, the per capita 

expenditure on education remained very low. During the period when the expansion 

was at its peak, the inflation of the currency and the lack of any effective planning, 

created conditions where a drop in educational standards was inevitable. 

Nevertheless, offers of advice in the educational field, as well as material help, 

flowed in from wealthier countries and international agencies. Foreign experts came 

and went, Indonesians were helped to take higher degrees overseas, and a certain 

amount of equipment was given to schools (Hawkins, 1958, Beeby, 1979:6-7). 

Illiteracy, which declined from 93 per cent in 1941 (Hawkins, 1967:256) to 57 per 

cent in 1961 (Tan, 1967:146) reflected a general desire by the population to acquire 

as much schooling as possible. Education, in fact, is becoming a great source of 

labour mobility. Viewed from the standpoint of labour supply, however, the greatest 

needs are in intermediate and higher specialised education. The government has 

made considerable efforts to expand facilities in this area, one of the most significant 

being the development of intermediate and high schools specialised in commercial, 

agricultural, teacher training, technical, and similar subjects (See Table 3.1). 

Nonetheless, much more needs to be done in relating the supply of the particular 

human resource to the demand for it, as well as in adapting the educational program 

to Indonesia's needs rather than to patterns followed in the Netherlands or other more 

industrialised countries (Hawkins, 1967:256). 
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Table 3.1 
Expansion of General and Vocational Secondary Schools 

in Indonesia, 1940-1960 

Area of exnansion 

Schools established 
Teaching staff 
Pupil enrolment 

1940 

145 
1,612 
26,535 

1950 

1,001 
6,541 
139,532 

1960 

6,742 
59,953 
731,262 

Source: K.D. Thomas & J. Panglaykim, 1973. Indonesia - The effect of past policies and 
President's Suharto 's plans for the future. Committee for Economic Development (CEDA) 
of Australia. p.5. 

Business education also gained attention. In the early 1950s, the main universities 

such as the University of Indonesia and Gajah Mada University established 

departments of economics that offered among their courses business administration. 

However, mired in an environment dominated by foreign companies staffed by 

expatriates and family-owned Chinese companies, management education tended to 

be theory-oriented, with little relation to practical business needs (Habir, 1991). 

The daunting prospect of managing over 600 companies left by the Dutch provided 

the impetus for a 'practical' management education. In response, the University of 

Indonesia established a Management Development Course in 1960, in cooperation 

with the Ford Foundation and the University of California, Berkeley. The program 

could not be developed nationally, however, given the anti-Western stance of the 

Sukarno government and the deteriorating economic conditions of the early 1960s 

(Habir,1991). 
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Issues of Social and Cultural Values in Independent Indonesia 

One of the main characteristics of Indonesian behaviour is the collectivist attitude 

which postulates that man by virtue of birth or by subsequent events in life, has come 

to belong to a coherent grouping, a so called 'in-group', from which he cannot detach 

himself. The in-group will protect the interests of members, in exchange for their 

unswerving loyalty (Soemardjan, 1987). Bargaining in Indonesia is common place 

and the need to achieve a collective agreement is very important. Indonesians do not 

see negotiations as a contest. Issues are carefully considered so that harmonious 

relationships are maintained and there is no loss of face. There is a willingness or 

preparedness to sympathise with the feelings of fellowrnen and a sense of solidarity. 

These values permeated so strongly during the struggle for independence that the 

Indonesian Constitution reflects these values: the clause of Article 33 reads, 'the 

economy shall be organised as a joint endeavour based on the principle of the family 

relationship' (Pangestu, 1996). The national philosophy of Pancasila1 (Five 

Principles) which was born during the revolution, is Belief in God, Nationality, 

Humanity, Democracy, and Social Justice (Cribb & Brown, 1995). The notion of 

democracy here is that which is based on consultation and deliberation. Mackie 

(1971:44-5) argues that great stress has been put on the collectivist organisation of 

1 Pancasila 1s the state philosophy based on five mterrelated pnnciples. While the text presents the 
abridged version, the direct translation to English is : 1) Belief in one supreme God, 2) Just and 
civilised humanitarianism, 3) Nationalism as expressed in the unity of Indonesia, 4) Popular 
sovereignty arrived at through deliberation and representation or consultative democracy; and 5) 
Social justice for all the Indonesian people. The Pancasila was announced by Sukarno on June 1, 
1945. The name is derived from Sanskrit: panca (five) and sila (principle) (Frederick & Worden, 
1993). 
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the economy, on the 'family principle' or the 'gotong royong' 2 and hence on the 

rejection of individualism, private self-interest, and the profit motive. Thus, the 

development of state owned enterprises was considered appropriate to the social 

values of Indonesian people. 

THE MANAGEMENT OF EMPLOYEES IN ENTERPRISES 

IN THE POST-INDEPENDENCE ERA 

After independence, many more people sought employment including those from the 

expanding educational institutions and former guerrilla fighters. The governments of 

the 1950s gave many of them positions in the bureaucracy, and they continued to 

swell its ranks, making government jobs one of the prime spoils of political power. 

In 1930, the colonial civil service totalled about 145,000, representing approximately 

one official for every 418 inhabitants. By 1960, there were nearly 807,000 

permanent civil servants representing about one for every 118 inhabitants (Ricklefs, 

1993). 

Indonesian employment patterns show clear variations according to national and 

ethnic groups. For all practical purposes, the Dutch are no longer a factor in the 

labour market, but until 1957, they did fill a great many of the professional, 

managerial, commercial, and technical posts and even some of the more skilled 

trades. The Eurasians formed a second category, aspiring to the status of the Dutch 

but generally employed in somewhat junior positions. Many had already left 

2 Gotong royong denotes the mutual assistance method of performing certain agricultural tasks in the 
villages (Mackie, 1974). 
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Indonesia, and those who remained no longer enjoyed privileged status (Hawkins, 

1967:248-254). There were between 50,000 and 60,000 Dutch nationals in 

Indonesia at the time of the nationalisation of Dutch enterprises; by the middle of 

1959, only 6000 remained. Virtually all had been required to leave by 1961. A few 

returned after the settlement of the West Irian conflict in 1962, but not to the estate 

companies (Mackie, 1967:71). 

Indonesian cabinets in this period understandably tended to take labour's side in 

demands on management, though at the same time concern for preserving production 

caused them to develop rules and administrative bodies to minimise industrial 

disputes and to prevent strikes. The most important labour laws established in the 

1950's were the Labour Code (Condition of Employment), the Labour Disputes Acts 

of 1951 and 1957, the Workmen's Compensation Law, and the Collective 

Agreements Law (Hawkins, 1967:263). The Labour Code provided for a seven-hour 

day and forty-hour week, regulated the employment of women and children, and 

established minimum hygienic standards in factories and workers' housing. 

Although penalties are provided for violations and the Ministry of Labour is charged 

with the code's enforcement, a lack of staff has made it impossible to secure 

compliance, especially in the case of smaller firms (Hawkins, 1967). 

Recruitment Practices in the Postwar Era 

European firms, which were largely Dutch owned, retained the dominant position 

within the Indonesian economy in the post independence period. Dutch nationals 

continued to be at the managerial level. This was noted in a major survey conducted 

by the Ministry of Labour in 1956 (Ministry of Labour, 1958) which covered the 

56 



workforce in 4118 companies of big, medium and small enterprises registered with 

the Ministry, including state enterprises such as tin mining and estates. The results 

showed that large companies, mostly Dutch owned, employed foreign workers as 36 

per cent of their total workforce for technical expertise and higher managerial 

positions. This was also the case for lower level employees, such as middle 

managers and clerical works. This was due to the scarcity of skilled people in the 

Indonesian labour market (Ministry of Labour, 1958). 

When Dutch enterprises were nationalised, most of the higher managerial personnel 

were Dutch citizens, whose departure left a large number of positions to be filled. 

For reasons connected both with the distribution of skills and the balance of political 

forces at the time, new managers were drawn mainly from three sources. First, old 

employees of the company, and people who had been receiving training for 

managerial positions, were swiftly promoted. Second, new graduates, largely without 

experience, were recruited though naturally not many of these were immediately 

available at the time. Thirdly, the shortage was filled by transferring officers from 

various branches of the government, especially from the army (Castles, 1967:78; 

Johnson et al., 1966). 

The recruitment of army officers was promoted by the government with the aim to 

maintain the integrity of the nationalised firms from all forms of sabotage. In 

addition, army officers were to assure that the firms run smoothly with their new 

management and operation. Intended to act as a 'supervising team' at every former 

Dutch-owned enterprise, army officers, in principle, provided leadership and 

security, technical know-how, and experience (Johnson et al., 1966:240). 
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his family, extra rice allowances for the workers' family, housing and transportation. 

Finns usually paid annual bonuses ranging from one to three months' base wages. 

Top personnel were often provided with housing and company cars. Some finns had 

pension schemes (BIC, 1968). 

It derived from the colonial period that wage payments, even among the largest 

finns, tended to be made in goods and services as well as cash Some of the major 

companies tried to introduce modem employment practices by introducing a so

called 'clean' wage policy. Most of them, however, were forced to conform with old 

practices since inflation and shortages of essential goods made the workers prefer 

substantial payments in kind in addition to their money wage. Table 3.2 shows an 

example of the salary system as used by a foreign manufacturing firm (BIC, 

1968:77). Where workers must live far from the cities, particularly on plantation 

estates and in the oil industry, many employers provided such services as medical, 

educational, social, and recreational facilities, and housing for their workers and staff 

members. Some foreign managers attempted to get away from such activities, 

regarding them as paternalistic. Nevertheless, both labour and, in certain cases the 

government, insisted upon their continuance. 

Wage systems in both private and public employment included, as a rule, extra 

payments according to the number of dependents in the family, as well as awards for 

the length of service. It was quite possible, therefore, for a young single person in a 

high ranking position to receive considerably less than an older person with a large 

family in a much 
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Table 3.2 

A wage system used by a foreign manufacturing firm 
in the post-independence period 

1) Allowances 

5% of base wage- fixed by the government •wife 
•children 
• cost ofliving 

2% of base wage, per child, up to six children - fixed by government 
60% x (base wage+ wife & children allowance) - fixed by 
government 

•enterprise 
allowance 

40% of base wage 

• housing allowance 15% of base wage (when company does not provide housing) 

2) Wages in Cash 

3) Payment in kind (monthly) 

Unit Single Married - number of children 
1 2 3 4 

Rice kg 35 50 60 70 80 
Sugar kg 2 3 3 4 4 
Cooking oil kg 1 1 2 2 3 
Flour kg 1 1 2 2 3 
Margarine kg 2 2 2 2 4 
Laundry soap bars 10 10 10 10 10 
Toilet soap bars 3 3 3 3 3 
Cigarettes pkgs 10 10 10 10 10 
Kerosene liters 60 60 60 60 60 
Milk powder lbs 1 2 3 4 5 
Textile (quarterly) meters 6-9 12 12 12 12 

5 

90 
5 
3 
3 
4 
10 
3 
10 
60 
6 
12 

Source: Adapted from Business International Corporation. 1968. Doing business in the new 
Indonesia. New York: Business International. p.77. 
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lower rank. Because of the complexities of the wage system, including all of these 

payments in kind and bonuses, the incentive payments were apt to be so small that 

they had relatively little effectiveness (Haw.kins, 1967:263). 

In Dutch enterprises, wages were generally higher than in government service at the 

time those enterprises were taken over by the Indonesian government. Private 

industry, where wages closely approximated those of Dutch firms at the time of their 

take-over, gradually increased the money wages with inflation, an advantage in 

attracting employees. This, however, had little impact on employment in the much 

less favoured commerce and industry, as status was traditionally attached to 

government service (Johnson et al., 1966:94; Habir, 1995). 

Managing Employee Performance 

As evident in Table 3.2 noted earlier, there was an apparent lack of recognition of 

any necessity to relate rewards to results. Indeed, salaries tended to be given 

according to such criteria as age and sex of employee, size of family, and certificates 

held (Johnson et al., 1966:95). Johnson et al. (1966) noted that there was a problem 

of how incentives could be created to increase quality or quantity of output. 

After the take over of Dutch finns, the government conducted an extensive appraisal 

in the form of 'personnel and morale screening'. The aim of this screening was to 

change the behaviour of managers and high level employees of state enterprises from 

the behaviour appropriate to a liberal economic climate to that of the Guided 

Economy. First, it was necessary to prove that state owned enterprises which became 

effective economic tools could become part of the struggle for realising Indonesian 
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socialism based on Pancasila and the 'Manifesto Politik' 3
. Second, it was ·Carried 

out to save state enterprises from all morale and physical obstructions so that they 

would have an effective, commanding, and leading position in the guided economy. 

The goal was 'to achieve the formation of an Indonesian socialist community that 

was just and prosperous, spiritually and materially' (Johnson et al., 1966:242). This 

is especially the case because the prevalent perception was that most of these 

executives had formerly 'thought only of their own interests without regarding the 

social interests of the country' (Johnson et al., 1966:242). 

Training and Development in Postwar Enterprises 

In spite of its large labour supply, Indonesia in the postwar period lacked sufficient 

trained and experienced manpower, namely managers and entrepreneurs, 

professionals, and skilled workers. This was in part due to the historical domination 

of the modem sector of the economy by Europeans and Chinese, and to the 

traditional preference of educated Indonesians for government service 

(McVey,1967). Certain craft industries and petty commercial activities have 

customarily been Indonesian-run, but the number of Indonesians participating in the 

modem business sector, outside of those replacing Dutch personnel after the take-

over of Netherlands businesses in 1957, has not increased rapidly. 

3 Manifesto Politik, or the political mamfesto, was often abbreviated as Manipol. It was generally put 
together with USDEK and became a creed known as "Manipol-USDEK". USDEK consisted of the 
first letters of "the five ideas" of the 1945 constitution, Indonesian mterpretation of Socialism, Guided 
Democracy, Gmded Economy, and Indonesian Personality (Feith, 1967:367; Tan, 1967). 
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Experienced managers were scarce, even though an increasing number of college

trained businessmen and engineers entered business firms. In the early 1960s, the 

upper levels of management were still filled mainly with either employees upgraded 

when the Dutch left, army officers converted to business managers, or political 

appointees. Trained younger people were beginning to fill positions in middle 

management, but at this level, as well as in top management, the majority of the 

managers still lacked thorough training (Johnson et al., 1966:87). In an attempt to 

improve operations under these conditions, many in-service management training 

programs were conducted under the sponsorship of the government, business firms, 

and educational institutions. 

In addition, many managers were being sent abroad, generally through foreign

assistance programs, so that they could see how business and industry were 

conducted under experienced management (Hawkins, 1959; Habir, 1995). Practical 

policy was thus to build an Indonesian commercial and industrial economy alongside 

the foreign one. While the first task was the indigenisation scheme of the 'benteng' 

program, the second was through in-service training in the larger Dutch firms (Habir, 

1995). 

Industrial Relations 

Labour-management relations after independence were made more difficult by the 

fact that the larger enterprises remained in foreign hands. This situation invoked 

deeper nationalist feeling. The demanding performance standards of the colonial 
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Dutch managers, lost during World War II and the revolution, were frequently not 

regained. It was a difficult transition from the period of the autocratic and 

paternalistic rule of the colonial era to one where management was limited by trade 

union negotiation and government regulation - an adjustment which many foreign 

managers found hard to make (Hawkins, 1967:263). 

Many of the employers, even from 1949-1957, were Dutch and anti-colonial 

sentiments were still rife in labour management. Many of the foreign firms were 

short of trained managers because of the difficulty of securing re-entry permits. 

Moreover, the available managers were engaged in the process of training new 

Indonesian managers. Most of the foremen and head foremen were Indonesian who 

related more closely to labour than management. Even junior staff personnel might 

be active in the unions. Thus, management could not rely on the front-line staff to 

represent the management's point of view (Hawkins, 1959:160). 

In view of the previously noted pro-labour attitude of the Indonesian government, it 

might be expected that the replacement of foreign management by Indonesian public 

control would strengthen the position of the labour organisations. Hawkins (1967) 

has argued, however, that this was not the case: on the contrary, most of the older 

unions were in a relatively weakened situation. One of the reasons for this was the 

decline of all politically oriented mass organisations, which was effected under 

Guided Democracy. Of more immediate importance, however, was the fact that the 

government, as the principal managerial element, naturally tended to view the 

position of management in a more sympathetic light than before. The new 

Indonesian managers did not emphasise managerial prerogatives, but they looked 

upon certain union activities as interfering in their own field. Not only had a series 

of emergency measures aimed at maintaining production made almost all strikes 
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illegal, but the government felt it had to hold down costs, including wages, to try to 

reduce its deficits and to limit inflation (Hawkins, 1967:267-8). 

The military entered enterprises not only through its assumption of a role in 

management but also by its establishment of supervision over labour unions. At the 

end of 1957, the army established Badan Kerjasama, a body for cooperation, 

between the army and labour. This body was to advise the military on matters in the 

labour field and see that workers did their duty in firms taken over from the Dutch, 

that no sabotage took place, and that the plants were kept in good running condition. 

Although the body's importance decreased over time, the army continued to play a 

major role in labour-management relations, particularly by preventing nearly all 

strikes, political or economic, and by keeping under strict control the activities of 

labour unions, particularly those affiliated with the communist party (Hawkins, 

1967:267-8). Strikes were forbidden in 'vital' enterprises and labour unions lost 

much of their power (Mackie, 1967:66). 

CHAPTER SUMMARY 

With much hardship, the Indonesian people were able to gain independence from 

their colonial rulers. The postwar situation, however, did not automatically provide a 

conducive environment in which the young nation could quickly build the country. 

Nationalist sentiment, which was thriving after the harsh colonial experience, was 

prevalent in the political and economic environment; this was dominant in employee 

management. The aversion to foreign enterprises and Western influence in general 
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had caused massive nationalisation of foreign enterprises that eventually did not 

provide any advancement for the economy. While this situation was largely due to 

the severe lack of skilled people, the practices of managing employees at the time did 

not enhance the effectiveness of the enterprises. Training and development in 

enterprises indicated the dire state of workplaces for upgrading skills that barely 

existed during the colonial era. The appraisal reflected the wish of the government 

to have a commitment to the young state. Employment management in the postwar 

era highlighted how employee management practices in enterprises in the young 

country of Indonesia contributed to the downturn of the country. 
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CHAPTER 4 

THE CONTEXTUAL ENVIRONMENT OF HUMAN RESOURCE 

MANAGEMENT IN MODERN INDONESIA: 

1965 to the 1990s 

THE OBJECTIVES OF TIDS CHAPTER 

As a continuation of the historical development discussed in Chapters 2 and 3, 

the -investigation in this chapter will discuss modern Indonesia, from the onset 

of the New Order in the mid 1960s to the 1990s and extending to the end of the 

century. This chapter will highlight issues pertaining to the economic crises that 

have deeply affected Indonesian society. The chapter will discuss the 

development of the contextual aspects within the dynamic of international 

settings and the national influences including the political economy, economic 

policies, and social environment. It is within this contextual development that 

the current practices of HRM (which will be discussed in the next chapter) 

interact among themselves and with the contextual development. 

THE POLITICAL ECONOMY OF MODERN INDONESIA 

The New Order and the Reformasi 

In the aftermath of the abortive coup attempt of September 1965, the Guided 

Democracy regime of President Sukarno was replaced by the New Order' 

government of President Suharto (Fane, 1994: 107). Initially for the 1971 
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election purposes, Suharto soon built up an anti-communist grouping of 

'functional groups' or Golongan Karya, abbreviated as Golkar1, which became 

a semi-official party representing the New Order. Its function was to encourage 

supporters of the government, particularly the armed forces (Angkatan 

Bersenjata Republik Indonesia, ABRI) and the regional bureaucracy. One of 

the key component groups in Golkar were civil servants who came under heavy 

pressure to join their professional body, Korpri (Korps Pegawai 'Republik 

Indonesia), and to dissociate from other political parties and embrace the 

concept of 'monoloyalty'. Under the notion of 'party simplification' in 1972, 

the nine parties were compelled to regroup into two large groupings: the 

Moslem United Development Party (Partai Persatuan Pembangunan, PPP) 

made up of various Muslim parties, and the Indonesian Democratic Party 

(Partai Demokrasi Indonesia, PDI) - an amalgam of Christian and nationalist 

parties. The government was able to stifle them so that they were unable to 

mount any effective challenge to Golkar at subsequent elections (Reeve, 1985; 

Cribb & Brown, 1995). 

Political tensions between the government and its former supporters were 

sharpened by these moves and other developments following the elections. The 

new 'open-door' economic policies that welcomed foreign investment became a 

matter of controversy as Japanese and US factories sprang; these were usually 

on a joint-venture basis with Chinese Indonesian partners and several military 

officers in the palace circle, creating severe competition for indigenous 

businesses. Various protests against 'Japanese neocolonialism' were mounted 

and student demonstrations erupted2, which soon developed into anti-Chinese 

1 Originally called the Functional Group Joint Secretariat or Sekretariat Bersama Golongan 
Karya (Sekber Golkar), it was formed for the purpose of providing representation. Individual 
groups had to join and vote for Golkar in national elections. 

2 A significant incident was the 1974 'Malari' which stands for malapetaka Januari (January 
disturbances) accompanying the visit of the Japanese Prime Minister Tanaka. Thousands of 
students demonstrated in the streets of Jakarta calling for a reduction of prices, an end to 
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rioting. During the next decade, increasing numbers of the government's 

former supporters became antagonised by its growing reliance on exclusion, 

coercion and repression (Schwarz, 1994; Vatikiotis, 1995). 

President Suharto took firm measures to ensure that opposition was kept in 

check by instituting 'Pancasila democracy'. This type of democracy included 

many of the features of democratisation, such as the secret ballot, universal 

adult suffrage, and regular elections, but relatively few of the individual and 

group freedoms of liberalisation. It had, in other words, the form of (Western) 

democracy but not the content. The result was a formalistic democracy that 

was not easy to distinguish from authoritarian rule (Schwarz, 1994:295). 

Nevertheless, economic success tended to strengthen the authoritarianism of the 

New Order government (Booth, 1998). 

Ideological conformity was another feature of Suharto's way of ruling the 

country. A Pancasila indoctrination program known as Pedoman Penghayatan 

dan Pengamalan Pancasila (P4) was instituted to create ideological conformity 

around the official state philosophy. Indoctrination occurred in many forms, the 

most focused being the P4 courses that were obligatory for all civil servants and 

many other groups in the society. President Suharto announced Pancasila as the 

asas tunggal or the sole philosophical basis of political parties and all another 

socio-political organisations, as well as of the state as a whole (Vatikiotis, 

1995; Reeve, 1985). 

corruption and the disbanding of Suharto's club of private assistants (Hill, 1996; Schwarz, 
1995). 
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The frequent pattern of interaction between business and the government has 

been client/patron relationships, with individual business people seeking 

particular favours from senior officials, in return for kickbacks (Mackie & 

Macintyre, 1994). Businesses rely on cultivating personal connections with 

influential patrons within the government to obtain government licences, 

contracts, and cheap credit (Mackie & Macintyre, 1994). Notwithstanding the 

growth of indigenously owned finns, the great majority of firms are in the hands 

of Chinese Indonesians, who remain politically vulnerable and thus ultimately in 

need of protection by the government (Hill, 1996). 

The deregulation policies, which have dominated the economic strategy of the 

government, have been accompanied by the emergence of well over forty huge 

private-sector conglomerates. Despite strong criticism of the oligopolistic 

nature of the conglomerates, they have spearheaded the transformation of the 

modem-sector economy. The driving force towards those policies came largely 

from the government, in essence, from the former president himself and the 

officials advising him, rather than from the business sector (Macintyre, 1992). 

Mackie and Macintyre (1994) have argued that the former president's 

unchallenged control over the political system was a necessary condition of the 

deregulation strategy. 

Issues of good governance. Despite unprecedented achievements in the 

economy, Indonesia remained plagued with various problems in institutional 

governance. The flawed system of government and the prevalence of 

corruption were clear examples. With the backing of the military, the former 

president Suharto was able to thoroughly dominate the parliament or People's 

Representative Council (Dewan Perwakilan Rakyat, DPR) and the People's 

Consultative Assembly (Majelis Permusyawaratan Rakyat, MPR), which 

allowed him to manage the electoral process to ensure majority support. Of the 
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500 seats in the parliament, 100 were reserved for military appointees and 

Golkar held the great majority of the remaining 400. Thus, the parliament was 

overwhelmingly made up of pro-government members (Crouch, 1992). 

Corruption is a common phenomenon in most developing countries. Indonesia, 

however, is often regarded as the most corruption-ridden country in the region. 

Kaufmann, Kraay, and Zoido-Lobaton (1999, cited in the World Bank Report, 

2000) developed aggregate indicators on governance in the East Asian region in 

1997-1998, combining perceptions of governance compiled by more than a 

dozen commercial risk rating agencies, international organisations, and other 

non-governmental organisations. These perceptions were grouped into six 

broad indicators: voice and accountability, political instability and violence, 

government effectiveness, regulatory burden, rule of law and absence of 

corruption. Governance ratings in East Asia are more or less average by 

international standards. Korea and Malaysia are generally among the top third 

of performers; Indonesia, like Myanmar, consistently scores among the bottom 

third. The study concluded that a country's institutional quality is highly 

correlated with its level of development. 

The widespread corruption is due to the large size and scope of the bureaucracy 

and state enterprises, as well as the fact that official salaries have lagged far 

behind the cost of living3• Moreover, the involvement of Suharto family 

members in accumulating riches and the lack of clear separation between 

private and public wealth, set a bad example to the society and hampered the 

various anti-corruption drives (Hill, 1996, 2000). 

3 In 1990, for example, the official salaries of civil servants provided for only one-third of an 
official's household needs (Booth, 1992; Mackie & Macintyre, 1994). 
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Trends in the political environment. The possibility of rapid democratisation in 

Indonesia is still fairly slim For one thing, there may be links among political 

repression, the achievement of stability, and subsequent economic growth. 

Indonesia's highly deferential political system has a detrimental effect on 

individual initiative and has led to cronyism and an over-concentration of power 

and to an aversion to decentralisation. When it becomes more affluent and its 

labour costs rise, the extra costs imposed by authoritarianism will become more 

of a burden (The Economist, 17 April 1993, p.18). Various factions in the 

society have suggested that Indonesia will have to embark on another course 

towards a freer, more open society (The Economist, 17 April 1993, p.18). 

Thus, there appeared to be increasing pressure for political liberalisation by the 

largely urban middle class. Towards the end of the 1980s and during the early 

1990s, a high demand for democracy emerged. The increasing sophistication of 

business, industry and government demanded an increasingly skilled workforce 

at managerial, technical and manual levels. The achievements in economic 

growth and development, however, contrast sharply with the conservative 

approach to political development (Schwarz, 1994). Vastly higher levels of 

literacy and increasing exposure to the outside world have combined to create a 

generation of Indonesians who are less inclined to take the authority of their 

rulers for granted. This flow of need for change is evident in the enthusiasm 

that accompanied issues of increased openness or keterbukaan in 1989. The 

term keterbukaan was the direct translation of the term glasnost which was 

used by reformers in the former Soviet Union during Gorbachov' s time in the 

late 1980s. Indonesia adopted the concept of keterbukaan or glasnost in the 

same spirit as it was intended in the former Soviet Union to indicate the move 

from tight political restriction and control (Vatikiotis, 1995). In 1991 and 

1992, a variety of quasi-political organisations, such as Democracy Forum and 
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Indonesian League for the Restoration of Democracy, emerged to find greater 

political freedoms (Cribb & Brown, 1995). 

Indonesia's economic collapse during the East Asian crisis of 1997-98 brought 

the opportunity for political rebirth. Mr Suharto resigned in disgrace after 32 

years in power. The military-backed regime that he had created began to 

crumble, in the face of widespread disappointment and the street protests of the 

reformasi (reform) movement. The essence of reformasi was the demand to 

eradicate the practice of korupsi, kolusi, nepotisme, KKN (corruption, 

collusion, and nepotism) in the bureaucracy (Hill, 2000). Equally important 

was the emphasis on reformasi in the promotion of the civil society, thus 

reducing military power in social spheres. fu this regard, the widely aired 

demand was for the abolition of dwifungsi (the dual function) of the military in 

the running of the government from central bureaucracy to regional state 

agencies. 

The ruling Golkar party was no longer able to dictate the winner of the election. 

Mr Suharto's successor, Mr. Habibi, who had been his favourite minister for 25 

years and was the Vice President at the time of Suharto' s fall, was subsequently 

in power for only 17 months. The first truly democratic election in Indonesia 

was held in 1999. Mr. Abdurahman Wahid who was the former head of the 

world's biggest Muslim organisation, Indonesia's Nahdlatul Ulama (NU) was 

elected as president. Mr Wahid was renowned for being a champion of an 

open-minded version of the Muslim faith and was a committed member of the 

Democracy Forum (The Economist, 8 July 2000). 
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The Dynamics of the Indonesian Economic Environment 

Back in 1965, President Suharto had inherited economic chaos. At the end of 

Sukarno's Old Order period, Indonesia was suffering from 650% inflation, a 

shrinking economy, and the country was plagued by a severe lack of food (BIC, 

1968). The new president sought the assistance of 'the technocrats'4, a team of 

economists who developed economic policies for his first years of presidency 

(The Economist, 17 April 1993, p.4). The team worked closely with the latest 

economic thinking in the United States and Europe (Cribb & Brown, 

1995: 115). The technocrats managed to maintain monetary stability and the 

currency became fully convertible in the early 1970s. With monetary stability as 

a backdrop, the New Order government was able to concentrate on nation-

building. 

The country concentrated first on food production, population control and basic 

education. The next task of the New Order government was development, or 

pembangunan. To achieve this, the central feature of the policy was a series of 

Five Year Development Plans (Rencana Pembangungan Lima Tahun), known 

by the acronym Repelita (Cribb and Brown, 1995: 115). Repelita indicates the 

government's overall policy goals. Although some of the plan's objectives were 

vague and all embracing (Hill, 1994), often lacking in detail for implementation 

(Hill, 1989), they helped set broad objectives to be achieved through the 

development of budgetary and fiscal policies (Robison, 1991: 141). 

Until the mid 1980s, a great many imports were kept out through a system of 

licensing. Since 1986, however, non-tariff barriers such as import licences have 

4 'The technocrats' referred to a group of men who assisted President Suharto in sorting out 
the economy during his first term as President in the second half of the 1960s. They were 
also referred to as the 'Berkeley mafia' after the University of California campus where many 
of them learnt their economics. 
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been steadily replaced by tariffs which have in tum been steadily cut. The share 

of imports subject to licensing has fallen from 43% in 1986 to 13% in 1992 

(Hill, 1996). In 1988, trade liberalisation was supplemented by financial 

deregulation, which greatly increased the private sector's access to credit. The 

freeing up of financial services helped spur export-led growth The success of 

these efforts to wean Indonesia from its dependency on oil money was the great 

economic achievement of the 1980s (Soesastro, 1995). In 1981, oil and natural 

gas produced 80% of Indonesia's annual export earnings. By 1993, they 

accounted for under 40% of earnings. This change reflects the growth of new 

export industries, more than the decline of oil revenues. Between 1985 and 

1990, Indonesia's output of manufactured goods more than doubled in value 

(Pangestu, 1996). Manufacturing soon made up a larger proportion of GDP 

than either agriculture or oil. Non-oil export earnings totalled $21 billion in 

1992 - an increase of over 250% in five years. By the mid 1990s, Indonesia 

was well on the path of export-led growth already trodden by neighbouring 

countries such as Malaysia, Thailand and South Korea (The Economist, 17· 

April 1993, p.6). 

Economic Policy during the New Order: Repelita and the Development 

Programs 

The main agenda of Repelita I (1969-1974) was economic recovery. The 

economic recovery was achieved by the means of stabilisation and rehabilitation 

of basic infrastructure (Hill 1994:64) with investment in the manufacturing 

sector weighted towards the production of goods. The implementation of the 

plan was broadly successful and set the pattern for all subsequent development 

planning (UNIDO, 1993). 
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Repelita II (1974-1979) emphasised employment creation and an increased 

standard of living for the general population. Addressing the growing concern 

about inequality, the plan also stressed providing support for pribumi 

enterprises and weak economic groups (Hill, 1989: 11). The impressive average 

of an annual real GDP growth rate of 7.7% was achieved (UNIDO, 1993: 15). 

The success of Repelita II, however, was largely due to the rise in oil revenues 

from the large-scale exports during this period (Booth, 1992). 

Repelita ill (1979-1984) envisaged accelerated development of the industrial 

sector with private investment in manufacturing, intermediate and consumer 

goods. Large scale heavy industrial projects continued to be supplemented by 

substantial public sector investment. Declines in world petroleum prices, 

however, prompted the fudonesian Government to reorient the plan by 

postponing the implementation of 47 projects with a total value of $21 billion 

(UNIDO, 1993). To reduce the country's dependence on world oil markets, a 

great deal of effort was exerted to raise the international competitiveness of 

fudonesia's exports other than oil and gas. An annual GDP growth rate of 

5.7% was achieved, which was lower than the planned rate of 6.5 % (UNIDO, 

1993). 

With the continuing decline of world petroleum prices, Repelita IV, launched in 

1984, assigned the private sector a greater role in the achievement of plan 

targets. The plan gave priority to the development of industries using advanced 

technology. It also envisaged that the manufacturing sector be the main source 

of generating employment opportunities and non-oil export earnings. 

Unfavourable adjustment in the international exchange rate during the plan 

period, however, exacerbated the effect of the drop in oil prices. Nevertheless, 

economic development was maintained through structural adjustment and 
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ample mtemational financial assistance and an annual GDP growth rate of 5.2 

% was achieved. 

In Repelita V, which commenced ill 1989, the private sector was expected to 

play an even greater role than before. Private mvestment was to play a 

particularly important role ill financmg mdustrial development. Public fundmg 

was aimed at the development of Indonesia's infrastructure and human resource 

development (HRD) (World Bank, 1989:ix; Syahrir, 1993) with 70% of total 

projected government expenditure directed towards transport and 

communications, agriculture, education, electric power and rural development 

(World Bank, 1989). 

Thus, the decades from 1965 up to the mid 1990s are usually viewed as 

characterised by economic growth quite unprecedented ill the country's 

historical experience (Hill, 1996). Not only was this economic growth 

remarkable ill comparison with what had gone before, but it was also much 

better than that of most other developmg countries (Booth, 1998: 9-10). 

In 1967, when President Suharto took office, Indonesia's GNP of $70 per 

person meant that it was twice as poor as India or Bangladesh. Smee then 

Indonesia's economy has grown at a rate of almost 7% a year ill real terms. In 

1970, almost 60% of the population lived ill poverty. By 1990 that figure was 

down to around 15%. Life expectancy and health have improved dramatically 

ill the past 30 years. Nevertheless, with a GNP per person of around $600 ill 

the early 1990s, Indonesia is still a poor country. If the momentum of 

development can be mamtamed, Indonesia can realistically expect to be a solid 

middle-mcome country with a per-capita mcome of $1000 by the end of the 

decade (The Economist, 17 April 1993, p.3). 
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The Economic Crisis, 1997-1998 

Repelita VI and the second long-term (twenty five year) development plan were 

released at the beginning of the fiscal year 1994/95. In the middle of this 

period, however, Indonesia's economy collapsed during the East Asian crisis of 

1997-1998. As indicated in Figure 4.1, real GDP fell by 20 per cent in 18 

months and at one point the country's currency, the rupiah, had lost over 85 per 

cent of its value against the dollar (Hill, 2000; The Economist, 8 July 2000). 

Figure 4.1 
Change of Indonesian GDP, 1997-2000 
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Source: The Economist, 8 July 2000. It's the economy, Wahid. p. 9. 
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The dramatic economic downfall was partly contributed to by the political 

turmoil that resulted in the resignation of President Suharto in May 1998. In 

2000, the Indonesian economy was re-expanding, but had yet to achieve 

convincing recovery. The government hoped for 3-4 % growth in 2000 and has 

pledged a list of reforms to the International Monetary Fund (The Economist, 8 

July 2000). 

Ownership Issues: State Owned and Private Enterprises 

In an effort to rehabilitate the economy, the New Order government in the late 

1960s began to deregulate the huge and dilapidated state owned enterprises 

(SOEs). Having restored good relations with foreign investors, some of these 

SOEs were returned to their previous owner (foreigners and Chinese) while 

others were subject to reorganisation (Hill, 1989). Some remained under state 

control, either subsidised by the government as government agencies 

(Perusahaan Jawatan, Perjan), or became semi-subsidised public corporations 

(Perusahaan Umum, Perum). Most SOEs were converted as limited liability 

companies (Perseroan Terbatas, Persero) subject to commercial law as private 

enterprises (SANRI, 1993). Further reform was halted, however, in the wake 

of the oil boom in 1970's and early 1980's. The oil revenue was used to finap.ce 

'infant' and 'strategic' industries, in mostly large SOEs in areas such as steel, 

cement and fertilizers (Hill 1994:68, Pangestu, 1996:75). During these years, 

Indonesia's industrialization policy was oriented toward import substitution 

(World Bank, 1989:xvi), which was a great diversion from its commitment 

towards a less protected and export-oriented economy. 

Since 1981, however, Indonesia has experienced a severe deterioration in its 

economy primarily due to the collapse of oil prices. This situation was 
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exacerbated by the adverse effects of international currency fluctuations on debt 

service payments since mid-1985 (World Bank, 1989:v) and the decline of non

oil export resulting from falls in commodity prices due to the world recession 

(Robison, 1986:376, Booth, 1992:18). In 1983, the government embarked on a 

major program to restructure the economy, aimed both at reducing Indonesia's 

heavy dependence on oil as a source of foreign exchange and budgetary 

revenues and at improving economic efficiency and stimulating the private 

sector (World Bank, 1989:v; Pangestu, 1996). Declining oil prices drastically 

curtailed the government's capacity to finance public investment and exposed 

the dangers of continuing to pursue an inward-looking development strategy. It 

was recognised that the private sector had to be encouraged to play a greater 

role in generating new employment opportunities and in increasing non-oil 

export earnings. 

Thus, beginning in 1985, the Government embarked on a phased program of 

reforms designed to improve economic efficiency and private sector incentives 

(World Bank, 1989:xii-xiii). Deregulation of the banking sector introduced in 

1983 was followed by more substantive reform in 1988 which increased the 

competition faced by state banks. The comprehensive deregulation included 

allowing new entry of both domestic and joint venture banks, opening up new 

foreign exchange licenses and relaxing branching requirements (Pangestu, 

1990:6). 

Despite wide criticism of their inefficiency, SOEs have maintained a very 

important position in the Indonesian economy. Indeed, in most sectors, SOEs 

are justified in requiring large capital investment (Pangestu, 1996:76). By late 

1980, state enterprises contributed 30% of the GDP, and almost 40% of non

agricultural GDP (Hill, 1994:69). A number of studies of these enterprises, 
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however, have detailed their poor performance (Mardjana, 1993; Hill, 1996:69; 

Robison, 1989). 

The prime reason for the half-hearted reforms of SOEs in the 1980s, apart from 

resistance from the bureaucracy, was the recurring issue of economic 

supremacy by non-pribumi: mainly the Chinese ethnic group. Although the 

Chinese make up less than 3% of the population, much of Indonesia's modem

industrial sector is in their hands (Hill, 1994) and their businesses are 

developing rapidly along with the pace of deregulation. Total annual sales of 

the 40 largest private business groups in Indonesia in 1988 were estimated to be 

Rp 39 billion. The top 10 groups, however, were all controlled by ethnic 

Chinese which formed almost 57 per cent of the sales. Only 12 of the 40 

groups were controlled by pribumi interests which accounted a mere 17.9 per 

cent of the total sales (Booth, 1992:32). Economic nationalism has reemerged 

and strong SOEs presence is intended to be the counterweight to this non

pribumi commercial power (Hill, 1994). 

When oil prices plummeted in 1986, the government resolution to increase the 

role of the private sector became a priority. Together with other economic 

reform efforts, a more determined policy for privatisation gathered momentum 

(World Bank, 1989:.xx). Accompanying this initial framework for restructuring 

of SOEs, measures to improve the efficiency of SOEs were introduced in the 

1989-90 period. The government considered a variety of measures, including 

partial privatization (UNIDO, 1993:26). Previously reliant on the government 

for a capital injection, SOEs were now subjected to financial soundness 

measures. The result of the evaluation of the 189 SOEs indicated that 92 were 

considered unsound, 37 less sound, 25 sound and 35 very sound. Restructuring 

options were recommended for each classification of SOEs. Seven different 

options were set out: change in legal status, sale of stock on the stock 
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exchange, direct placement of stock, consolidation or merger, sale of company 

to a third party, establishment of a joint venture and liquidation (Pangestu, 

1996:77). During 1990-1991, 52 SOEs undertook partial privatisation. While 

the capital market option is welcomed by the general public, these options were 

primarily intended by the government to prevent the large SOEs from falling 

into the hands of private conglomerates. This has been a sensitive issue in 

Indonesia which frequently has given the government the dilemma of 

preventing concentration of economic power in the hands of a relatively small 

group of business elite (Juoro, 1996). 

Efforts to enhance the management of SOEs were attempted, though to a 

limited extent. To improve the system of accountability and control, SOEs 

were for the first time required to prepare a long term (five year) strategy, an 

annual budget and a corporate plan. hnprovement of the structure of SOEs 

was set up comprising of the Board of Directors, Board of Connnissioners and 

Supervisors, line ministries and Ministry of Finance (Pangestu, 1990: 13). These 

appointments, however, were still subject to the President's approval (SANRI, 

1993). 

The 1994 deregulation marked a dramatic shift in government policy and the 

government opened up more industries previously exclusively under state 

control. Among others, telecommunications, drinking water and electricity 

were offered to the private sector, both domestic and foreign (GOI, 1994). 

While this drive was partly due to a decline in the growth of non-oil exports and 

a fall in foreign investment in the beginning of the 1990's (World Bank, 1989), 

the policy makers seemed to be well aware of the emerging change in the global 

environment. According to Pangestu (1996), the competition in trade and 

investment has been increasing, notably from China and other emerging Asian 

countries such a& Vietnam and Bangladesh The trend towards reduction in 
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protection within the framework of APEC and GATT/WTO were another 
' 

challenge that the government attempted to come to tenns with in the 1990s. 

The Economic Reform. Effort and Foreign Investment 

The New Order government put priority on improvements in the economic 

climate and acceleration of industrial growth. Together with the restoration of 

political stability, control of inflation and other changes in the trade and 

incentive regime, the government adopted a more favourable attitude towards 

private investment, including foreign investment (Pangestu, 1996: 152; Hill, 

1989). In need of foreign aid, foreign capital and technology as well as foreign 

confidence, there was little choice but to institute a radical change in foreign 

investment policy' (Hill, 1994:68). Some property expropriated from foreigners 

before 1965 was returned to the previous owners (Hill, 1989: 14) and the new 

Foreign Investment Law was enacted in 1967. 

Although the 1967 Law was more far reaching than those of the previous 

regulations before 1965, Pangestu (1996) argues that the law reflects the 

dilemma faced by Indonesian policy makers. On the one hand, foreign 

involvement in the economy was pursued as a means to obtain capital, 

technology and markets to accelerate economic development. On the other 

hand, 'foreign domination' was perceived as a threat to national aspirations 

(Pangestu, 1996:154). Although there was no limitation on foreign equity and 

very few on the employment of foreign personnel (Hill, 1989:30), there were 

restrictions on the sectors open to foreign firms (Pangestu 1996: 154-155). 

Nevertheless, the new law led to the high growth of foreign investor interest in 

Indonesia and investment flows sharply increased (Hill, 1994:68). 
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In the early 1970s, as the economy recovered and nationalist sentiment 

reemerged, the government adopted a more restrictive approach (Hill 1989:28). 

The oil boom in the 1970's enabled the government to expand Indonesian 

industrial development to become more import substitution oriented. 

Reinforced by the growth of state owned enterprises, increased restriction of 

foreign investment became evident (Pangestu, 1996: 155). In addition to the 

imposition of a local partner, extension of the number of sectors closed to 

foreign investment and the reduction of incentives, employment of expatriate 

personnel was restricted. Despite efforts to improve the administration of 

foreign investment, such as the setting up of the Investment Coordinating Board 

(Badan Koordinasi Penanaman Modal, BKPM ), foreign investment interests 

declined (Pangestu 1966: 155). Moreover, the highly import substituting 

industrial base led to various distortions and imparted a strong anti-export 

environment. 

The goal of establishing joint ventures was, among others, to speed up transfer 

of technology and management know how especially to the pribumi businesses 

(Booth, 1992:22). In practice, however, the limited availability oflocal partners 

and their lack of participation limited the success of the joint venture policy 

(Robison, 1989). Primarily due to the scarcity of capital and general lack of 

entrepreneurial skills, the pribumi business class was effectively called the 

'dummy partner' or 'sleeping partner' (Pangestu, 1996; Hill, 1989). 

During the 1980s, the drop in world oil prices necessitated that the policy 

makers institute the diversification of the economy away from oil. In this 

adverse environment, inefficiency in various sectors, the then prevailing 'high

cost' economy and Indonesia's declining international competitiveness became 

more evident (UNIDO, 1993:24). Indeed, as Hill (1989:151) argues, the 

industrial composition of foreign investment up till the 1980s was 
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'overwhehningly import substituting in orientation' and that inefficiency was 

prevalent. The drive for further deregulation, however, did not eventuate until 

1986 when the oil price dropped sharply and the appreciation of the Japanese 

yen exacerbated the worsening Indonesian foreign debt (UNIDO, 1993:24). 

The government embarked on substantial deregulation with its main emphasis 

on a non-oil export drive. Macro economic stabilisation measures, namely fiscal 

austerity and devaluation, and financial sector reforms were undertaken. 

Although there are still a number of areas closed to foreign investment for 

various reasons, the opening up of manufacturing areas from the previous 

'strategic' industries, such as chemical, metallurgy, and machinery was a 

substantial improvement in policy. This major change, according to Pangestu 

(1996: 159), indicates the change in government policy orientation from 

providing protection for domestic businesses to that of promoting foreign 

investment for the generation of capital, technology and business know-how. 

Other changes were also directed to stimulating employment so that the 

minimum capital on foreign investment was lowered for labour intensive 

operations. 

A dramatic liberalisation was undertaken when the government opened up the 

previously sensitive issues of 100 per cent foreign ownership together with 

other incentives such as the relaxation of the phase down requirement (GOI, 

1994). The impetus for deregulation arose from the increased competition in 

trade and investment in the increasingly global environment, namely from 

China, India, Bangladesh, Sri Lanka and Vietnam (Pangestu 1996: 162). In 

addition, the declining growth of non-oil exports and the fall in realisation of 

export-oriented foreign investment in the period from 1993 to 1994 provided 

the momentum toward deregulation (Soesastro, 1996:38). The 1994 

liberalisation was accompanied by the opening up of the previously sensitive 
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sectors in areas such as telecommunications, drinking water, and power 

generation to foreign investment. Pangestu (1996) argues that these changes 

may be attributed to the international development of reducing protection 

withinAPEC and GATT /WTO. 

Among various features promoted by the Investment Coordinating Board 

attractive to foreign investment was Indonesia's abundant cheap labour (BKPM, 

1993). According to James (as cited by Soesastro, 1996), however, unskilled 

labour performed poorly in 1994, indicating that labour is losing 

competitiveness. As a result, Indonesia should begin to look for new emerging 

non-oil manufactured exports that do not rely purely on unskilled labour or 

natural resources (Soesastro, 1996:39). The trend of investment may indeed be 

supportive to this new pattern. A shift was apparent in that investment 

approvals from 1993 to 1995 were dominated by human capital intensive' and 

'technology intensive' manufactured products such as metal manufacturing, road 

vehicles, telecommunications equipment and electric machinery. The data 

quoted by Soesastro (1996) shows that though some shift was detected from 

domestic investment, foreign direct investment had greatly expanded. 

Moreover, Soesastro (1996) concluded that foreign investment dedicated most 

of these new ventures for export - the renewed thrust of Indonesia's industrial 

policy. 

Geopolitical Issues and the International Dimension of the Indonesian 

Economy 

Geopolitical influences on the Indonesian economy. After the overthrow of 

Sukarno in 1966, Indonesia's foreign policy began to shift to the right. 

Indonesia's close relationship with China was ended by the New Order military 
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leaders. While partly due to the accusations of China's secret support of the 

Communist Party in Indonesia (Partai Komunis Indonesia, PKI), it was also 

implicitly part of the move to gain the goodwill and financial support of the 

major Western powers. Diplomatic relations with China were 'frozen' in 1967, 

and were only dissolved in 1990. The confrontation with Malaysia, that had to 

a great extent eroded the economy in the early 1960s, was quickly terminated 

(Mackie & Macintyre, 1994) signalling compliance with the multilateral lending 

organisations to drastically reduce military expenditure. United Nations 

membership was reopened, leading to the renewing of international commercial 

channels after 1966. 

The role of the international creditors in the modernisation of the Indonesian 

economy. Despite the ongoing nationalist sentiment in various factions of 

Indonesian society towards international markets, Indonesia has attracted the 

international aid community, both bilateral donors and multinational 

organisations. A consortium of non-communist creditors established the Inter-

Governmental Group in Indonesia (IGGl)5 in 1967. The consortium's 

confidence in the regime facilitated the resumption of private capital inflows. 

During the oil slump in the 1980s, the donor community was again supportive 

(Hill, 1996). Foreign aid flows have been crucial in that they 'provide a basis 

on which governments may plan longer-term investment projects and they 

enable [nations] to endure difficult economic periods and to enact policy 

reforms less painfully than would be the case in their absence' (Hill, 1996:79). 

Indeed, according to Sutton (1984, in Booth 1998:178), the stabilisation 

5 IGGI, a consortium of twelve nations, was headed initially by the United States, Japan, the 
Netherlands and Australia (Mackie & Macintyre, in Hill, Hal, 1994:50). 

87 



program undertaken by the Indonesian government with the advice and support 

of the I.MF in 1966 has come to be regarded as one of the most successful 

programs undertaken anywhere in the world since 1950. 

The immediate concern of the New Order leaders was economic stabilisation. 

Aid projects have facilitated economic policy advice and large technological 

transfer, primarily within the public sector, such as from the World Bank, the 

Harvard group, the I.MF, and other OECD countries (Hill, 1996). Together 

with the I.MF and the World Bank, the creditor nations continually monitor 

Indonesia's economic policies, which often offended the nationalists of even the 

more moderate civilian and military bureaucracies. 

The traditional development strategy of the international donor community was 

the promotion of their belief in the liberal capitalist notion of economic growth 

There was an important shift in this notion in that the World Bank, the US and 

other OECD (Organisation for Economic Cooperation and Development) 

donors placed new emphasis on meeting 'the basic human needs' for the poor 

as they are the majority in the Third World (Bunnell, 1996). Through the IGGI, 

this new humanitarian emphasis soon influenced the direction of Indonesia's 

nat~onal development plans, Repelita. By 1978, the New Order showed its 

conformity to this new donor concern by revising the official guidelines of its 

Third Five-Year Development Plan, Repelita II, and by allocating a larger 

portion of its 1970s OPEC (Organization of Petroleum Exporting Countries) oil 

boom revenues to expenditures for education, health, and rural development 

(Bunnell, 1996). In the World Bank's 1989 report, this emphasis was explicitly 
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termed as 'human resource development' (HRD) (World Bank, 1989:ix). The 

term and its Indonesian equivalent sumber daya manusia (SDM) received wide 

attention in Indonesia (Syahrir, 1993). By the early 1990s, awareness of the 

concept of HRD became widespread in Indonesian business spheres. Thus, the 

notion of human resource management received increased interest by 

Indonesian enterprises - a momentous phenomenon that will be discussed 

further in the next chapter of this thesis. 

Foreign donors continue to be among the major forces in the modernisation of 

the Indonesian economy. Following the period after the Indonesian economic 

crises of 1997-98, various agreements with the CGI (Consultative Government 

of Indonesia) and the IMF emphasised even further the importance of reforms. 

The IMF's Letter of Intent (LOI) of 31 July 2000, for example, contained 

various policy measures that addressed the impact of the economic crises 

including banking system reforms, macroeconomic policies, fiscal 

decentralisation, and public sector refonn In this LOI, the issues of building 

good governance was given special emphasis. In the public sector and the 

banking system in particular, they are considered to be part of the causal 

aspects of the crises (IMF Archives, 31 July 2000). 

Indonesia's involvement in regional economic co-operation. The trade pattern 

shows important shifts in the economic structure and regional orientation of the 

New Order government. Since the 1980s, the Indonesian economy has been 

increasingly integrated within the dynamic East Asian region. Indonesia's 

proximity to the high-growth East Asian economies has boosted its 
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development. In addition, international commercial diplomacy has also become 

a more important policy issue, indicated in Indonesia's membership of the 

Association of South East Asian Nations (ASEAN), and its participation in the 

Asia Pacific Economic Conference (APEC) forum Indonesia's accession to the 

General Agreement of Tax and Tariff (GATT) treaty, (then the World Trade 

Organisation, WTO) had taken effect when various non tariff barriers for export 

were abolished in late 1980s as it was deemed to be a subsidy (Hill, 1996). 

Indeed, now as never before, Indonesia's trade and regulatory interventions are 

under scrutiny, especially by the international market, but more generally within 

the GA TT /WTO framework. 

Indonesia as one of the founding members of ASEAN has been actively 

promoting the ASEAN Free Trade Area (AFTA), whose prime objective is to 

promote greater foreign direct investment and intra-ASEAN investment in the 

region. Another important aim of AFT A is to promote ASEAN as a 

competitive production base geared towards servicing the global market. The 

most significant step in enhancing trade in ASEAN was the decision of the 

Fourth Summit in 1992 to bring forward the establishment of AFTA by the year 

2003 from its previous target of 2008 (http://www.asean.or.id,1996). The 

Common Effective Preferential Tariff (CEPT) Scheme, which is the main 

mechanism for realising AFT A covering manufactured and agricultural 

products, however, has been geared to accelerate AFTA. In this regard, tarrifs 

of items in the CEPT Inclusion List will be reduced to a 0-5 per cent range by 

the year 2000, thus enabling ASEAN to achieve the AFT A even before the 

target date of 2003 (http://www.asean.or.id, 1996). 
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Indonesia's declining competitiveness amid the free trade drive. There are 

efforts in Indonesia to accelerate unilateral and regional trade liberalisation. 

The deregulation package of 23 May 1995 was the first one so far in the 

reduction of tariffs. Indonesia also made announcements on the tariff 

reductions scheduled for 2000 and 2003. This reduction is intended to have far 

more reaching effects than AFfA (Soesastro, 1996:37). The big question is, 

however, whether Indonesian industries are ready to meet this challenge. With 

an average growth rate of 7.5% in the first half of the 1990s, ASEAN is in the 

fourth rank of the world economy after USA, Japan, and the European 

Community (EC, now known as the European Union or EU). Indonesia's 

performance, however, had been declining even prior to the Asian economic 

crisis. The growth of Indonesian intra-ASEAN exports was 18% in 1994 while 

in 1995 it fell to 7% compared to the Philippines 54% and Malaysia's 20% 

(Kompas, 11 September 1996). If this deterioration is not halted, Indonesia will 

inevitably be the 'soft target' of ASEAN products when AFfA is fully 

implemented (Kompas, 11 September 1996). 

There is a broadly accepted view that the decline of the competitiveness of 

Indonesian manufactured exports can be largely attributed to the high cost 

economy, whereby a number of industries, particularly those with strong 

connections to the government, have been protected (Kompas, 24 August 

1996). In addition, the decline was exacerbated by the high cost of bureaucratic 

inefficiency (Kompas, 23 August 1996). Furthermore, competitiveness was 

also eroded by the rise in wages and increased competition from China and 

other Asian countries such as Vietnam and Bangladesh (Soesastro, 1996:38, 

Kompas, 12 September 1996). 

Within the framework of free trade, Indonesia is faced with some conflicting 

issues, however. On the one hand, there are concerns that international trade 
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must not be linked to non-economic issues such as human rights (Kompas, 14 

September 1996), in particular in relation to_ cheap labour (Pangestu, 1994). 

On the other hand, however, it is widely believed that Indonesia's active 

participation in the AFrA, APEC, and GATT/WTO would improve its 

economy a great deal in the open world market rather than from concentrating 

its perlormance on the domestic market (Soesastro, 1996:25). 

Indonesia welcomed APEC's spirit and that tariff protection and import 

restriction will no longer be the mode utilised in advancing Indonesian domestic 

industries (Soesastro 1996:22). There seems to be a worrying trend, however, 

towards 'creeping re-regulation' (The Economist, 26 July 1997, p14). There 

has been the granting of tariff privileges that are characterised by family ties and 

cronyism, such as the case of the 'national car' project6 owned by one of 

President Suharto's sons (Fealy, 1997). This has caused friction not just with 

the WTO, but also with ASEAN. Its plans for a free-trade area have already 

worked against the monopolies Indonesia maintains on the import and 

distribution of some agricultural products 

Human resources issues in Indonesia's dawn of free trade. While free trade is 

suggested to be the means to accelerate prosperity and peace in the Asia-Pacific 

region (http://www.iie.com/apec/htm,1996a), smaller economies, particularly 

those of South East Asia, voice frequent objections to possible domination from 

stronger countries within APEC such as the U.S. and Japan 

(http://www.iie.com/apec/htm,1996b). Nevertheless, Indonesia has shown its 

positive attitude towards free trade. The then Indonesian Minister of Industry, 

6 In 1996, President Suharto awarded the sole 'national car' licence to his youngest 
son, Hutomo Mandala Putra (Tommy). The decision gave considerable tax 
concessions over three years to build and market the first 'Indonesian-produced' car, 
essentially a repackaged Kia sedan from South Korea. The new policy has caused 
extensive disruption to existing automotive producers and cost the government 
heavily in forgone tax revenue (Fealy, 1997). 
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stated that Indonesian industries would strive to compete with products from 

other countries when free trade came into effect in 2020 (Kompas, 16 

November 1994). He further argued that efficiency and the reduction of the 

high cost economy were the keys to achieve this, and that local industries had 

to be motivated to compete with international products. In addition to 

preparation of infrastructure, another area of challenge for Indonesia is to speed 

up the slow realisation of foreign investment application by such efforts as 

preparing more skilled workers (Kompas, 16 November 1994). There are 

concerns that the limited number and skills of Indonesian professionals and 

managers may not be ready to prepare domestic enterprises to face competition 

when free trade is open (Kompas, 20 September 1996). Another policy 

challenge is, among others, the way in which Indonesia will maintain 

competitiveness as wages rise (APEC Observer, 1996). 

LABOUR MARKET ISSUES 

Educational Background of the Labour Force 

Providing a basic education for almost all Indonesians has been one of the 

greatest achievements of the New Order. In 1973, just 60% of Indonesia's 

children attended primary school. In the mid 1990s, enrolment is nearly 

universal. The illiteracy rate has dropped from 43% of the adult population in 

the 1970 to 15% in 1997. Despite the improvement, the quality of much 

education remains poor. This is indicated, among others, in the low level of the 

educational standard of the Indonesian workforce (see Table 4.1). In 1996, 

over 60% of the workforce only had primary education or even less (The 

Economist, 26 July 1997); only 3% had a tertiary education (Gey-Gardiner & 
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Gardiner, 1997). This is one of the biggest obstacles to attracting foreign 

investment and moving into more sophisticated products. 

Figure 4.1 

Workforce in Indonesia by Educational Attainment, 1996 

% 100 

Senior high school 

Junior high school 

20 
Did not complete primary school 

No schooling 

Source: Central Bureau of Statistics. 1996. Quoted in The Economist, 26 July 1997. 
p.17. 

There are 52 state-run universities and 1,284 private universities, but the quality 

of these institutions varies greatly. Teachers are poorly paid and lack 

motivation. People of moderate means scrimp and save to send their children 

overseas to be educated. Australia alone had approximately 15,000 Indonesian 

students in 1997. The tertiary level curriculum, however, no longer suits the 

country's needs. Subjects taught are still determined by the government, and 
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they largely instil a 'narrow nationalism' (Alexander & Booth, 1992). In 

addition, the education system lacks international exposure. Indonesia has 

largely ascribed to monolingualism which has boosted Malaysia, Singapore and 

the Philippines, where English is more widely spoken (The Economist, 26 July 

1997. p.17). 

Another feature of the Indonesian labour force in the New Order is the dramatic 

increase in educational attainment. Jones and Manning (1992:364) assert that 

while the working-age population who had no education at all or incomplete 

primary schooling was 70 per cent in 1970, by 1987, this proportion fell to 41 

per cent. This is shown, for example, by government employees. Whereas, in 

1975, almost 60 per cent of all permanent government employees had, at most, 

a lower secondary education, by 1988 this had fallen to under 30 per cent. 

Almost 15 per cent had some tertiary qualifications (Alexander & Booth, 

1992:293). Despite this increase, the educational attainment of the labour force 

as a whole was still low. This was due to the fact that the older and poorly 

educated workers remained in the labour force. On average, the Indonesian 

labour force gained only 4. 6 years of education, compared to a more than 7 

year gain in both Malaysia and the Philippines and approximately 10 years in the 

developed market economies (Jones and Manning, 1992). 

Occupational Shift of the Indonesian Workforce 

The professional, managerial and clerical occupational groups (hereafter PMC) 

have been among the key developments in the Indonesian labour market. These 

groups have been the occupational groups in which the better-educated workers 

have continued to be heavily concentrated (Jones and Manning, 1992:399). In 

addition, they constitute the occupational groups that have been undergoing 
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marked 'modernisation' and shifts in occupational structure. Since 1971 these 

occupations have risen from 5.7 to 8.8 per cent of the labour force (Jones, 

1994:149). Jones (1994) argues that there are two reasons attributed to the 

rise in share of these occupations. The first is that economic activities have 

shifted towards sectors with a large number of these occupations. Second, 

within each industry these occupations have expanded as the industry has 

developed, along with the development of their occupational structure (Jones 

1994: 169). Indeed, as shown in Table 4.2, employment patterns from 1961 to 

1990 have shifted towards the production of goods and services in keeping with 

the development from an agricultural economy to increasing industrialisation. 

Table 4.1 
Employment in Indonesia by Sector, 1961-90 

Sector Share (%) 

1961 1971 1980 1990 

Agriculture 73.0 65.8 56.1 50.1 
Industry 8.1 10.1 13.3 17.0 

Manufacturing 5.9 7.8 9.2 11.6 
Construction 1.8 1.9 3.2 4.1 

Services 18.9 24.1 30.6 32.9 
Trade 6.9 11.0 13.l 15.0 
Transport 2.2 2.4 2.9 3.7 
Finance and other 9.8 10.7 14.6 14.2 

Total 100 100 100 100 
('OOO) 32,911 39,163 51,196 70,608 

Source: BPS, Sensus Penduduk, 1961, 1971, 1980, 1990. In H. Hill. The Indonesian 
Economy, Cambridge, 1996:22 

Despite the increase share of PMC in the labour market, comparison in the mid 

1980s indicates that Indonesia was still in its initial stage of such structural shift 

(see Table 4.3). Table 4.3 shows that Australia had a much higher share in 
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PMC occupations both in each and all industries, with Malaysia in an 

intermediate position. In spite of the increase in the PMC occupational groups, 

the number of people employed at managerial level is still low. Conversely, 

unskilled workers dominate the labour force. Based on the figures projected by 

the Department of Manpower (Kompas, 20 September 1996), this high 

disparity will remain until 2014 (see Table 4.4). 

Table 4.2 

Proportion of professional, managerial and clerical (PMC) 
occupations in total employment by major industries in 

Indonesia, Malaysia and Australia 

Indonesia Malaysia Australia 
1985 1984 1986 
% % % 

Agriculture 0.0 0.9 73.0* 
Mimng and quarrying 10.7 24.2 31.2 
Manufacturmg 4.0 13.0 28.l 
Electricity, gas, water 30.0 35.0 41.8 
Construction 3.6 12.2 27.5 
Commerce and trade 0.9 11.2 32.8 
Transport and communication 10.2 28.l 29.7 
Finance and insurance 61.6 77.4 71.6 
Community services** 49.2 48.4 65.5 

All industries 7.5 19.1 48.7 

Source: Jones, G.W. 1994. Labour force and education. In Hal Hill (Ed.), Indonesia's new 
order: the dynamics of socio-economic transfonnation. St. Leonards: Allen & Un win. p.159 

Notes: * The managerial occupation appears to include all self-employed farmers 
** Includes public administration and recreational services. 

The labour force (defined as persons over fifteen years of age) is in abundance 

and growing rapidly, and will continue to do so until 2010. The total labour 

force was 83.7 million in 1994 and will continue to grow to 125.71 million in 

2010 (Kompas, 20 September 1996). 
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The Challenge of Unemployment 

Open unemployment, defined as the percentage of the labour force looking for 

work or working less than one hour a day, remains relatively low, however. It 

was 3.65 million (4.37%) in 1994, will decrease to 1.3 million (l.33%) in 2000, 

and 1.63 million (1.3%) in 2010 (Kompas, 29 August 1995). Open 

unemployment has been lower in urban Indonesia than in most neighbouring 

South East Asian countries, where unemployment rates were closer to 10% 

(Manning, 1993:66). 

Table4.3 
Fifteen year projection of the labour force from Repelita VI to 2014 

Level 

Top manager 
Middle manager 
Lower manager 
Unskilled worker 

1994 - 1999 
(Repelita VI) 

% 

3.55 
2.83 
13.38 
80.24 

2009 2014 
% % 

3.78 4.13 
6.28 10,96 
15.85 19.55 
74.29 65.36 

Source: Adapted from Kompas, 20 September 1996. Pada Era Pasar Bebas, Indonesia tak 
Mampu Sediakan Manajer Puncak. 

Underemployment (people involuntarily working fewer hours than they wish) 

appears to be a more serious problem than open unemployment. The 

Department of Manpower indicated that the level of the labour force working 

less than 15 hours a week was approximately 11 % in 1994. Those working less 

than 35 hours, however, were distinctly higher: 33.35 million (39.85%) in 1994. 

It was predicted to fall slightly to 30.84 million (31.67 per cent) in 2000 and is 

expected to rise again to 37.02 million (29.45 per cent) in 2010 (Kompas, 29 
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August 1995). The government has directed most of all Repelita and economic 

deregulation to the absorption of employment. Nevertheless, job generation 

will remain one of the most challenging policy issues even after the turn of the 

century. 

The rapid growth in the number of better-educated labour force entrants has led 

to concerns about rising levels of the educated unemployed as the economy has 

not grown rapidly enough to provide enough suitable job opportunities to 

absorb them all (Jones and Manning, 1992:399). This problem is exacerbated 

with mismatch issues as the abundant job seekers who have supposedly better 

educations are not equipped with the kind of education that fits the available 

jobs (Oey-Gardiner, 1991; Ranuwihardjo, 1991). 

Labour force growth rates have been much more rapid than the population 

growth as a whole. In general, the rapid growth has been due to the increasing 

number of young people leaving school, together with graduates and drop-outs, 

all entering the work force for the first time. Moreover, the high growth is 

mainly attributed to the sharp increase of women participating in the labour 

market (Simanjuntak, 1993; Manning, 1993; Jones and Manning, 1992). 

Expatriate Employment Issues in Indonesia 

Expatriate workers have been an important feature in the Indonesian economy 

since the birth of the modem business sector. Throughout the colonial era, their 

presence was prominent in the economy (see Chapter 2 of this thesis). 

Notwithstanding the motive for their continuing presence in post colonial 

Indonesia, their sudden absence in the dramatic nationalisation drive towards 

the end of the 1950s contributed in the downturn of the Indonesian economy. 
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Thus, there has been significant change in the business environment faced by 

foreign nationals working in Indonesia, especially during the New Order. 

Employment policy issues with foreign expatriates. The new government 

stressed the importance of foreign personnel in a quest to transfer technology 

and technical and managerial expertise (Hill, 1989). As noted earlier, the 

beginning of the New Order marked a shift in foreign investment policy. This 

resulted in a corresponding shift to a more integrated approach to expatriate 

employment. Rather than aversion to a foreign work force, as was the case 

during the Old Order period, the new 1967 Foreign Investment Law welcomed 

expatriate employment. Accordingly, the previous Indonesianisation program 

continued to be carried out in a more sympathetic environment (Hill, 1989). 

Despite acknowledgment by the government of the importance of foreign 

workers, policies have been inconsistent. The re-emergence of nationalist 

sentiment during the oil boom period in the late 1970s and early 1980s curtailed 

foreign investment and its corresponding expatriate workers. This policy was 

instituted along with greater emphasis on import substitution industries. 

Employment of foreign workers was restricted as regulations became more 

complex. In addition, the phasing out period for foreign workers was 

shortened. It was not until the late 1980s that, once again, policy redirection 

affected foreign workers. In the wake of the oil slump in the 1980s, economic 

policy orientation was redirected towards a non-oil export drive and the 

expansion of foreign direct investment. Foreign worker regulations were 

liberalised (Pangestu, 1996; Hill, 1994). 

The economic boom of the late 1980s and early 1990s was marked by the 

increasing employment of foreign expatriates. Although the number of 

educated Indonesian in the work force has increased in the past decades 
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(Manning, 1993), the rapid economic growth is outpacing Indonesia's readiness 

in preparing people with the high technical skills and managerial expertise 

demanded by the expanding economy (Gey-Gardiner, 1991; Hugo, 1993: 119). 

This is due to the stronger drive toward globalisation of the Indonesian 

economy and further liberalisation of foreign investment, especially since the 

late 1980s. The number of expatriate workers obtaining work permits for 

employment in Indonesia has been increasing rapidly (Hugo, 1993: 119). 

According to Hugo, the number of expatriate workers in 1991 was more than 

double that of 1988. Foreign workers during the colonial era and prior to the 

nationalisation period of late 1950s were predominantly Europeans, notably 

Dutch expatriates. In the 1990s, various nationalities are represented: North 

American (13.3%), British (6.5%), South Korean (6.4%), Australian (6.3%), 

and Taiwanese (5.6%). Other nationalities are drawn from countries such as 

Japan, Singapore, Malaysia, France, the Netherlands, Germany, and Canada 

(Hugo, 1993:121). This variety of nationalities, according to Hugo (1993), 

reflects that the Indonesian economy has benefited from the development of its 

neighbouring Asian countries with emergent economies. While the greatest 

number of expatriates in the mid 1990s were of Western origin, there has been 

an increasing number of managers from the Philippines and India working in 

Indonesia for multinational companies (The Economist, 26 July 1997, p.17). 

Foreign workers in Indonesia. The chief purpose for employing expatriates is 

to enable the Indonesian employees to gain from a transfer of technology and 

skills as contained in the Indonesianization program (Swasono, 1993). The 

shortcomings at the top end of the educational system are evident in the large 

number of foreign managers (The Economist, 26 July 1997. p.17). There has 

been some concern, however, that the increase in the number of expatriates may 

reduce the diffusion of technology and skills and training activities in enterprises 

(Hugo, 1993). Furthermore, foreign workers may even deprive Indonesian 
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nationals of managerial or professional employment opportunities (Hill, 1989). 

According to BKPM (1991:11) foreign personnel should be employed in 

positions which cannot be filled by Indonesian nationals. Besides, expatriates 

must conduct training programs for the Indonesian personnel who are expected 

to replace them (Swasono, 1993). 

Although the Indonesianisation program (which will be elaborated further in the 

next chapter) was regarded by foreign firms as a way of getting less expensive 

local labour, it was not without constraints and problems. Cultural differences 

(Rohani, 1992) and the learning capacity of Indonesian nationals to facilitate the 

transfer of technology (Stuart and Nihei, 1987) are examples of problems. 

Furthermore, these issues are exacerbated when the phase down period of 

localisation of ownership is hastened because the effectiveness of the skills 

transfer may be limited (Stuart and Nihei, 1987). Nevertheless, some 

expatriates are reluctant to transfer their expertise to their national counterparts 

(Batubara, 1991:34). To ameliorate these problems, the government linposed 

a mandatory fee on foreign firms for the employment of expatriates beyond the 

number and time allowed (Stewart and Nihei, 1987; Swasono, 1993). Indeed, 

government policy on expatriate employment today reflects the dilemma that 

Indonesia has long faced since the days of post independence. 

CHAPTER SUMMARY 

The economy in modem Indonesia is marked by the achievement of the New 

Order government. The economic and the socio-political life has been brought 

to increased modernisation through various avenues. The shift in Indonesian 

geopolitical orientation, from a closed and socialist orientation to a more open 

. and liberalised market has resulted in the increased integration of Indonesian 
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society and economy into the global market. The Indonesian crisis in 1997-98 

has proved the need for further economic and political reform. Further reform 

promises to provide increased modernisation for Indonesia. 
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CHAPTER 5 

HUMAN RESOURCE MANAGEMENT 

POLICIES AND PRACTICES IN MODERN INDONESIA 

THE OBJECTIVES OF THIS CHAPTER 

The objectives of this chapter are to examine the policies and practices of HRM in 

modem Indonesia, from the commencement of the New Order period up to the 

present time. First the chapter focuses on the policies and practices of 

contemporary HRM in the area of recruitment, training and development, 

performance management, and compensation. Second, issues in employee 

organisations are outlined. Third, the chapter presents the development of the HR. 

professional body in Indonesia. 

HUMAN RESOURCE MANAGEMENT POLICIES AND PRACTICES 

As a continuation of HRM practices in the colonial era and the post-independence 

period, this section will outline HRM in the New Order period up to the late 1990s. 

The HRM areas are recruitment, training and development, performance 

management and compensation. 
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Recruitment practices 

The most common method of recruitment used in Indonesia until today is word of 

mouth or personal contact. Because of the importance placed on personal 

relationships, the implicit guarantee of a personal recommendation gives assurance 

to the potential employer. Tiris is supported by a small study on owner-managers 

conducted by Habir et al. (1994) who reported that recruitment was done through 

informal channels such as 'by reconnnendations from friends and old-school 

network.' Tiris practice is even more connnon among lower level employees as 

confirmed by Lok' s study (1993) of factory workers in Indonesia. 

Graduate recruitment 1s increasingly sought. In the past, direct university 

recruitment was conducted as far as contacting the dean of faculties (Habir, 1984). 

Presently, large firms conduct exposition and direct recruitment at leading 

universities in Indonesia. Many large domestic and foreign firms operating in 

Indonesia also go abroad to tap Indonesian graduates studying overseas. For 

example, since the mid 1990s, these firms together with the Indonesian Students 

Associations in Australia (PPIA) have held annual exposition and recruitment fair 

in a different capital city in Australia1
. Tiris appears to be the practice lately of 

Indonesian students associations in various countries, such as the U.S.A. and 

Germany. 

There has been in the past few years an increase in the use of more modem method 

of recruiting through executive search and recruitment consulting companies. 

1 The writer of this thesis was mvolved in this activity m 1995 and 1996 in Melbourne, Australia 
During this time vanous large firms from Indonesia that participated in the exposition and 
recruitmentfair included PriceWaterHouseCoopers, Arthur Andersen, KPMG Peat Marwick, Gajah 
Tunggal Group, Indomobil, and Astra International. 
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They are Indonesian firms, such as Experd and ExecuSearch, as well as those 

affiliated with international consulting companies such as Boyden, Anderson 

Consulting and Price Waterhouse (Habir, 1995). 

Enterprises appear to be in great need of people with experience. This was 

indicated in Ismanto's study in 1990 (cited by Prijono, 1991). The study of 

employers' requirements of experience indicated that 42.6% required work 

experience as one of the main qualifications, specifically 58.3% in the case of 

managerial positions, 43. l % for professional jobs, and 44.1 % for skilled jobs. In 

another survey by Prijono and Pangestu (1990), on the supply and demand for 

technical-managerial skills, as cited by Prijono ( 1991), the minimum qualification 

required is a university degree for the positions of president director, director and 

manager. Even though a university degree was the stated requirement, 

relationship to the owner/manager of the company was often substituted for the 

degree. Experience was also substituted for a lack of formal education or training 

for other levels. 

The fact that many executives have worked in other companies also shows an 

indication of the high demand for people with experience. This can be seen in the 

salary survey of executives conducted by Warta Ekonomi (cited by Habir (1995)) 

which indicates that 79.7% of those responding to the questionnaire had worked in 

other companies. This study also shows the high mobility of Indonesian 

executives. The recruitment pattern in modem Indonesia shows how Indonesian 

companies seek more modem influences through their employees. Overseas 

graduates or those with experience in a foreign finn are highly sought by both 

domestic and foreign companies operating in Indonesia. This is supported by the 
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1991 Warta Ekonomi survey which indicated that 25% of the 276 executives who 

responded to the questionnaire had overseas degrees. 

A number of family businesses, especially the conglomerates, have increasingly 

recruited more professionals as opposed to the practice of employing family 

members, which was the strategy usually used during the earlier development of 

the business. Along with the growth of the economy and, as a result, expansion of 

their operations, family businesses separate ownership from the management of 

their firms. This practice has been adopted by a number of conglomerates in the 

1990s, such as Bakrie Group, Salim Group, Lippa, Raja Garuda Mas and Citra 

Groups (Tanoto, 1992; Tempo, 1May1993; Habir, 1995; Wibisono, 1996). 

There has been some change in regard to ethnic consideration in recruitment 

practices. As discussed previously, ethnic differences remain a sensitive national 

issue in Indonesian society. Chinese-Indonesian companies tend to be staffed 

predominantly by Chinese-Indonesians and pribumi companies by indigenous 

Indonesians (Macintyre, 1990:256). However, the 1993 salary ranking of the top 

100 professional managers indicates that there have been some appointments of 

proven pribumi professional managers in Chinese-Indonesian conglomerates 

(Habir, 1995). Nevertheless, recruitment of people with overseas education and 

exposure, chiefly from developed countries, play an important role in the 

companies. This is indicated in a study conducted by Lee and Schwaller (1990) on 

100 technical managers and supervisors in companies. The study reported that 

foreign-trained managers are perceived as receiving better starting positions and 

more rapid advancement than those trained domestically. 
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Despite the scarcity of skilled labour, patterns of recruitment show some mismatch 

of people's skills and the demand of jobs. For example, the booming export

oriented manufacturing since the 1980s has led to the growing mass of factory 

workers, mainly concentrated on the fringes of large cities mainly in Java. White 

(1993: 133) argues that these workers are 'overwhelmingly from rural areas, either 

local on a commuting basis or distant on a circular-migration basis'. In most 

large-scale export factory production, educational levels of the recruits are 

relatively high, even though the management generally does not insist on more 

than a primary school background. Junior and senior secondary school graduates, 

and even some with tertiary educational level, are quite commonly recruited as 

unskilled operators in these factories (White, 1993). 

Compensation practices 

Indonesia has the lowest wage rate in Asia although there are considerable 

differences between industries and locations. For example, wages in the oil 

industry are much higher than those on agricultural estates, and wages in urban 

Jakarta are much higher than in rural Java. Minimum wage is regulated through 

the Letter of Decision from the Ministry of Manpower. It is applied to each 

province and reviewed after a certain period (Batubara, 1991). · 

The common fringe benefits include: payment of income tax due on salary and 

wages; an annual bonus of one month pay, usually paid at Ramadhan (the 'annual 

Moslem celebration); loans; medical expenses; travel and meal allowances, work 

clothes and the like. An employer is required to allow an employee paid leave 

benefits such as: annual leave of at least two weeks; sick leave for a period of up to 
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twelve months; maternity leave of 3 months; and absence from work to attend 

Government and recognised religious duties (BKPM, 1991: 13). 

While foreign firms appear to have paid higher wages than their domestic 

competitors in the past, this situation has changed recently. This is demonstrated in 

an earlier study of wage differentials in Indonesian manufacturing firms by 

Manning in mid 1970s (as cited by Hill,1989) which indicates that wages in 

foreign firms were approximately double those in domestic firms. Manning 

argued that this was partly due to the foreign firms' higher capital intensity but, 

even when controlling for this variable, wages in foreign firms were still 

substantially higher. Manning attributed the higher wages mainly to the skill 

composition of the work force in foreign firms and to the internal labour market 

policies of these firms. This also, according to Hill (1989: 123), is a result of the 

firms' higher productivity, their recruitment of more skilled labour, and their 

internal training pro grams. 

The sweeping deregulation in the second half of the 1980s in general and 

especially in the fmancial sector resulted in the emergence of conglomerates and 

the high growth of the banking industry. This gave impetus to the practice of 

poaching professional managers that were scarce in the labour market. Firms, 

especially banks, paid high salary and perquisites to lure these executives (Warta 

Ekonomi, 29 May 1995). 

While multinationals usually have established pay systems, domestic firms, on the 

contrary, varied greatly in their remuneration strategy (Warta Ekonomi, 29 May 

1995). While some provided cars, housing or housing loans, sport and club 

membership, others paid mostly in cash. As many Indonesian executives prefer 
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status symbols, emoluments such as luxury cars and membership of prestigious 

executive clubs became a competitive pay strategy. In this competitive 

environment, bonuses had reached 'unrealistically' up to 10 to 20 times the salary 

while the multinational firms pay one to 3 times the salary (Warta Ekonomi, 29 

May 1995). A bonus is customarily equivalent to one month's salary (BPKM, 

1991). Some firms are beginning to adopt a profit sharing scheme in their pay 

system (Coles & McLeod, 1992; Warta Ekonomi, 29 May 1995). 

Differences in wages are generally high While the differential in Singapore is 12 

times, Japan 9 and the United States 11 times, the highest wage level in a company 

in Indonesia may reach 50 (Hess, 1997; Suara Pembaruan, 26 August 1995) and 

even 100 times that of the lowest wage level (Klingner, 1993:177). This high 

differential has often caused little difference between a top Indonesian manager 

and an expatriate manager. The main difference is that in the case- of an expatriate, 

'there are allowances, taxation matters, school fees, annual leave, air fares, etc. 

which add considerably to the cost of employment; whereas for an Indonesian 

manager the company does not incur these expenses' (Klingner, 1993:177). With 

regards to national and expatriate salaries, nevertheles~, Warta Ekonomi argues 

that there are considerable differences in general practices; for the same position, 

an Indonesian may receive 50 per cent of bis or her expatriate colleagues' salary 

(Warta Ekonomi, 29 May 1995). 

Allowances are a major component of Indonesian remuneration, particularly at the 

lower levels where allowances can significantly exceed salary (Simandjuntak, 

1993). Klingner (1993) gives the example of Kaltim Prima Coal employees who 

are paid a site allowance, a living allowance if not residing in company barracks 

and a shift allowance if on shift work. In addition, the company provides loans for 
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rental and purchase of accommodation, free medical and hospital benefits (with 

limits), and provides schooling to junior high school at nominal cost. 

Lower income groups of workers receive low wages. Minimum wage legislation, 

introduced in the 1970s, set wages very conservatively, lower than the official 

estimates of minimum physical needs, even for a single worker (Manning 

1993:72) with the intention that the employers would increase wage levels and 

social security benefits (Simanjuntak:, 1993). The average minimum wage level of 

40% minimum physical needs in 1988 was increased to 76% in 1993 

(Simanjuntak:, 1993) and it has been increasing since. It was planned to reach the 

minimum subsistence level by 1998 (The Jakarta Post, 9 January 1996). 

Meanwhile, the union presses that wages should cover 'minimum life needs' 

(kebutuhan hidup minimum ) which are 20% higher than minimum physical needs 

(Suara Pembaruan, 5 September 1995). 

Substantial improvements in wages, as is also the case with factory working 

conditions, are in the best long-term interest for maintaining the attractiveness of 

Indonesia to foreign manufacturing investors (White, 1993). Companies, however, 

are mainly concerned with short-term goals. According to Lok (1993), the 

manufacturing company in her case study claimed that increased wages would 

decrease competitiveness of Indonesian products; there are concerns by the 

companies that international buyers would go to more competitive countries such 

as Bangladesh and Vietnam where labour costs are lower. 

A wage structure of lower level workers' daily rates as provided by Lok 

(1993: 164) is a) basic rate, usually determined by rank, b) attendance bonus 

(including punctuality), and c) years-of-service bonus (1 to 25 years). Overtime is 
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paid based on government regulations of a seven-hour day and a 40-hour week. 

Other benefits, include medical benefits, maternity leave, and bonus for the 

Lebaran (Ramadhan). Indonesian employers generally will continue to increase 

wages and improve conditions only in response to government initiatives. While 

there continues to be a huge demand for jobs from a vast labour supply, the 

competition ~or jobs appears to limit the levels of wage increases and of working 

benefits (Lok, 1993:172; Manning, 1993:82). 

Employee Performance Management 

Many companies in Indonesia continue to practise personnel policies used in the 

colonial era. Performance management is biased towards performance appraisal. 

According to Coles and McLeod (1992), the 'konduite' system is inherited from 

the Dutch colonial era. It tended to emphasise the individual's attributes, such as 

punctuality, appearance, and demeanour. The system requires employees to record 

their accumulation of educational qualifications and experience with different 

kinds of work. Hence it encourages people to be at their desks at a certain time in 

the morning,· and to avoid upsetting their superiors. Thus, performance has been 

largely ignored. Performance does not relate to the pay system as salaries are 

largely determined by educational qualifications and seniority. 

In an attempt to improve various management practices, Indonesian companies 

have often sought an overseas (frequently Western) partner for personnel policies 

including performance management of employees. Nevertheless, the usefulness of 

the system was still doubted, primarily because of major differences between 

Indonesian and Western cultures. Companies have the impression, for example, 
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that age and educational qualifications command much less respect in Western 

countries. Much has to be resolved about whether superiors and subordinates 

would be able to openly and frankly discuss, and put down on paper, their thoughts 

about the subordinate' s performance and abilities (Coles & McLeod, 1992). 

Training and Development in Enterprises 

As previously mentioned, foreign companies provide a range of training and 

development activities in accordance with the Indonesianisation2 program An 

earlier study which surveyed 23 Japanese companies in 1976 found out that 

training had been considerable (Siahaan, et al., as cited in Hill, 1989). For upper 

and middle management, this training often took the form of special courses 

conducted by Indonesian institutions, and not infrequently programs at company 

headquarters and institutions in Japan. For production workers, it consisted mainly 

of on-the-job training, but there was substantial training outside the factory at 

supervisory level (Siahaan, et al., as cited in Hill, 1989). 

A similar result was reported by~ later study, cited in Vasques (1991), which was 

conducted by United States Aid for International Development (USAID) in 1985, 

covering 74 private enterprises including some services sector in banking, 

accountancy, and management consultancy. The approach to training by 

Indonesian private companies covered a wide variety of techniques and strategies, 

2 There appears to be two kinds of Indonesianisation programs in the literature on modem 
Indonesia (as opposed to one in the post Independence period as noted in Chapter 3 in this thesis). 
One denotes HR. activities, that is the process of transfer of know-how from expatriates to 
Indonesian nationals, or the phasing out of foreign managers to be replaced by Indonesian 
nationals, such as in Klingner (1995). The other means the phasing out of foreign capital or 
ownership to the Indonesian national (Hill, 1989). Another term for Indonesianisation is 
localisation, which also has these two meanings. 
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ranging from on-the-job training for new employees to overseas training for 

advanced degrees. It also includes conducting formal in-house training programs, 

hiring consultants for in-house seminars, enrolling employees in outside training 

institutions in cooperation with others with similar training needs. Some 

companies conducted training free of charge for non-employees. This study also 

reported that this training has had its greatest impact in the relatively high

technology segment of the Indonesian economy, 'a segment which is characterised 

by a very high rate of participation by foreign firms and joint ventures with local 

partners' (Vasquez, 1991). 

It appears that foreign firms provide considerably more training than domestic 

firms. An earlier study by Manning (cited in Hill, 1989) reported that half of the 

foreign manufacturing firms he surveyed provided special training courses for 

production workers, while the other half provided formal on-the-job training. 

These findings contrast sharply with those for domestic, non-mechanised firms. 

But even among comparable domestic firms, formal training appears to be 

considerably less important. Similar conclusions apply for non-production workers 

(Manning, cited in Hill, 1989). 

Besides providing more training activities, foreign firms appear to have more 

training infrastructure than the domestic firms. The World Bank in 1990 

completed a comprehensive Employment and Training Study covering, among 

others, training practices in 142 sample manufacturing finns from four major 

industrial centres in Indonesia. Although foreign-owned firms in this study 

represented only 7% of the sample, 40% of which are export oriented, their 

training commitment appears to be higher than the domestic firms. The World 

Bank reported that: 

114 



a) 30% of MNCs surveyed claimed to have training managers compared 

with 11 per cent for private domestic companies and 17% for state-owned 

enterprises; 

b) 30% of MNCs claimed to have classroom facilities and 20% claimed to 

have training workshops; on the other hand, only 13% of local companies claimed 

to have training facilities; 

c) almost the same proportion (2/3) of all types of companies practice on

the-job training; however, 22% of foreign companies resort also to off-the-job 

training (including overseas) compared with only 6 per cent for local firms and 17 

per cent for state owned enterprises; 

d) in terms of training expenditure in 1989, foreign firms spent on the 

average seven times more than local firms (Vasques, 1991). 

Klingner (1993) supplies information about how Indonesianisation was well

anticipated in a coal mining company of Kaltim Prima Coal in the 1990s (see 

Table 5.1). Despite the general increase in training and development efforts in 

~ompanies in Indonesia, there seems to be a perpetual need for training. In a 

study conducted by Lee and Schwaller (1990) on 100 technical managers and 

supervisors in companies, it was reported that the number of technical managers is 

viewed as inadequate. In addition, the study also reported that the existing 

managers are perceived as needing additional training. 

While training activities have long been an area less regulated by the government, 

there has been some sign in the recent past towards increasing regulation. This has 
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been evident amid the expansion of the economy within the deregulation 

framework. Indeed, the most impressive and acute challenge to training and 

Table 5.1 

Planned and Actual lndonesianisation of the 
Kaltim Prima Coal (KPC) work force 

Category Government Requirement 
( % Indonesian) 

1994 1996 1999 

Management I professional 50 75 85 
Technical & supervisor 50 75 85 
Clerical 75 75 100 
Skilled labour 75 75 100 
Unskilled labour 100 100 100 

KPC 
Actual 

1992 

22 
81 
100 
100 
100 

Source: Klingner,G.D. (1993). Labour in Indonesia: the Kaltim Prima Coal experience, in 
Manning and Hardjono . Labour: sharing in the benefit of growth? p.178. 

development of human resources in recent years occurred after the deregulation of 

the banking industry in 1988. Given the poor support from the educational system 

in the field of banking and finance in general, the booming industry, whose bank 

offices grew from 2,022 in 1988 to 6,983 in 1991 (Usahawan, November 1991), 

severely lacked skilled human resources at all levels. Despite massive training 

activities in many banks, nonetheless it was necessary for the government to draft 

a regulation that necessitated the banks to allocate 5% of personnel cost to the 

development of their human resources (Usahawan, November 1991). 
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Despite the general lag in training and development compared to their foreign 

counterparts, some large domestic corporations have developed their in-company 

management education or have some affiliation in the running of management 

education institutions. They not only cater for their internal needs but the 

establishments are open to the general public. The telecommunication state 

enterprise PT Telkom opened its MBA (Master. of Business Administration) 

school ill 1990 in cooperation with Asian Institute of Management (AIM), Manila. 

The MBA-IMMI holds a program in co-operation with the state fertiliser company 

PT Pusri (Habir, 1991). 

Many companies are investing in their own in-house capacity to develop their 

managers. PT Astra International runs a large in-company management 

development program under its Astra Management Development Institute; Bank 

Danamon established the Danamon Training Centre in 1989; and Sampoerna, a 

large diversified cigarette company, established the Sampoerna Executive 

Resources Centre (SERC) (Habir, 1991). 

Along with the expansion of their operations, many large family business owners 

have modernised their business through training and development. Mostly now 

conglomerates, they recruit more professionals from the labour market. In 

conjunction with this effort, they send their children abroad, particularly to 

advanced countries, to take up business education to acquire skills for developing 

the business (Tanoto, 1992; Tempo, 1May1993; Habir, 1995; Wibisono, 1996). 

In many government departments, a number of foreign donors and creditors have 

been involved in training and development in the drive to modernise the economy. 
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For example, with the new tax laws, regulation, and procedures during the 

financial deregulation in 1989, the tax authorities took several measures to 

increase the technical capabilities of the tax administration. In this regard, 

technical assistance from the Th1F, the International Revenue Service of the USA, 

and the German Technical Assistance Agency (GTZ) have been used for such 

tasks as training key personnel for modernising auditing and other procedures, and 

developing a new management reporting system (Booth, 1992:55). / 

EMPLOYEE ORGANISATIONS 

The Indonesian government seeks to base labour relations on the national 

philosophy of Pancasila. Pancasila Labour Relations disapproves of antagonistic 

relations between workers and management and instils in workers 'a sense of 

belonging, a sense of responsibility, and introspection for further progress' 

(Widjaya, 1979:257). Table 5.2 presents the Creed of Pancasila Labour 

Relations. 

Deregulation measures in investment, customs and trade procedures and 

assurances of an abundant low-cost and orderly work force attracted local and 

foreign investment in light manufacturing for the world export market (Lok, 1993). 

This economic strategy has successfully met the goals of reducing dependence on 

oil and gas exports and of creating employment opportunities. But there has been 

strong criticism that it has been accompanied by exploitation of the work force. 

Labour issues such as low wages, limited benefits, poor working conditions and 

control of the union are at the centre of considerable controversy. These issues 

118 



have been reflected in strikes in export industries, with demands for minimum 

wage payments and protest over dismissals. 

Table 5.2 

Pancasila Labour Relations 

1. Pancasila does not recognise social confrontation among members of the 

society, nor permit exploitation of the weak by the strong. 

2. The management and workers should learn to mutually respect each 

other's roles and responsibility, rights and obligations in the whole 

process of production. 

3. Strikes by the workers or closing down the enterprise by the management 

should not be considered as the best alternative. 

4. Institutional frameworks and working relationships should be further 

developed to give a real basis for the management and labour to work 

together fruitfully. 

Source: Widjaya, A 1979. Worker participation in the Indonesian 
socio-economic development. Tokyo: The Japan Institute of Labour. p. 257 

At the same time, a number of studies have reported that exploitative practices do 

exist in some large-scale factories. A recent study of the footwear industry, for 

example, cites the 'deplorable' wage levels and asserts that some foreign-owned, 

export-oriented shoe factories pay below the minimum wage. Many of these 

factories escape the 'enforcement of government regulations on minimum wages' 

(White, 1992 as cited by Lok, 1993:156). Enforcement by the government of 
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labour regulations such as minimum wage levels and occupational health and 

safety is poor. Large enterprises tend to comply to government regulation, but a 

great many smaller firms, where most workers are employed, are not good at 

adhering to regulations. 

The government believes that industrial disputes should not occur when Pancasila 

industrial relations is practised (Simanjuntak, 1992: 11). Labour disputes, 

however, have been increasing in the past years, as demonstrated in Table 5.3. 

Table 5.3 
Industrial Action in Indonesia: 1988-1995 

Year Strikes 

1988 39 

1989 19 

1990 61 

1991 114 

1992 * 177 

1993 n.a 

1994 ** 296 

1995 ** 297 

Source: Hadiz, V. 1993. Workers and working class politics in the 1990s. In C. 
Manning & J. Hardjono (Eds.). Indonesia Assessment 1993, Labour: Sharing in 
the benefits of growth. Canberra: Research School of Pacific Studies, ANU. 
* January-November 1992 
** The Jakarta Post, 9 January 1996. 
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Worker strikes have generally been concerned with wages (Manning, 1993:73; 

Simanjuntak, 1993; Masduki, 1996) and comprised 65 per cent of the actions in 

1995 (The Jakarta Post, 9 January 1996). The number of industrial actions in 

Indonesia is expected to increase in part because employers are still depriving 

workers of their basic rights, and because workers are becoming more assertive. 

Korpri: the Employee Organisation for Civil Servants 

The employees of state owned enterprises are forbidden to join labour unions. As 

civil servants, they are fully integrated into the national political system of 'the 

corps of Indonesian civil servant' (Korps Pegawai Republik Indonesia, Korpri) 

and by its membership in the Functional Group (Golongan Karya, Golkar), the 

quasi-governmental ruling party (Reeve, 1991; Rohdewohld, 1995). 

Korpri was established in 1971 'to prevent civil servants being divided into 

ideological, political groups, in order to improve the services the civil service 

render to the public' (GOI, 1991 as cited by Rohdewohld, 1995:114). Korpri was 

a response of the New Order government to the political division and 

fragmentation of the civil service during the last years of the Old Older of the pre-

1965 period. Membership in Korpri is compulsory for each civil servant (Reeve, 

1991). Although in principle civil servants can become members of the other 

existing political parties after obtaining permission from their superiors, the 

concept of 'mono-loyalty' towards Golkar as the party of the government 

continues to form a central element of the civil service culture (Rohdewohld, 

1995). 
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The Indonesian Human Resource Management Association 

The increasing importance of the HR. field is reflected in the formation of a 

professional body, the fudonesian Human Resource Management Association 

(Asosiasi Manajemen Sumber Daya Manusia Indonesia AMSM) that represents 

HR. practitioners in fudonesia (AMSM, 1993). The objectives of AMSM is 

presented in Table 5.4. The organisation, established in 1978, evolved from its 

forerunner, the fudonesian Personnel Management (Perhimpunan Manajemen 

Personalia Indonesia, PMPI) (PMPI, 1990; AMSM, 1993). 

Table 5.4 

Objectives of the Indonesian Human Resource Management 
Association (AMSM) 

Objectives of the fudonesian HRM Association (AMSM) : 

1 • to gather human resource managers or executives in an organisation in order 
that they can mutually assist and develop ability and knowledge in human 
resources. 

2• to gain knowledge and expertise from those outside the association. 

3• to promote the roles and quality of human resource managers/executives in 
accordance with the concepts that people are the most valuable asset in an 
organisation. 

4• to assist the government development programs by promoting the development 
of human resources and the application of Pancasila industrial relations in 
enterprises. 

Source: Asosiasi Sumber Daya Manusia Indonesia (AMSM), 1993 (writer's translation). 
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In keeping with the development of the human resource management field, the 

name was changed to its present form at their fifth national congress in 1992. 

Membership of AMSM is open to those who directly manage human resources in 

organisations, such as HR. managers and line managers, and other professions 

affiliated to the human resource management field such as consultants and 

lecturers in human resources (AMSM, 1993). 

Human resource practitioners in Indonesia at the moment are confronted with the 

lack of know ledge of HRM, albeit their eagerness in promoting the idea of HRM. 

HRM field is in its beginning stage in Indonesia. Other management functions, 

such as finance and marketing, are more 'established' and often have department 

status in tertiary institutions in Indonesia. Apart from one university in Jakarta 

that conducts an HRM program as a department, HRM is usually taught as a 

subject and often presented as an elective. Special HRM programs are commonly 

conducted as seminars or workshops for one up to several days; some management 

schools present it in packages or modules. This rather embryonic nature of the 

HRM field forces human resource practitioners to take no other option than 

'learning by doing' in their organisations. It is widely acknowledged in Indonesia 

that by working in multinational companies, one can gain experience of better 

HRM practices than in the domestic firms. Some may be sent for HR. training 

overseas or learn first hand experience of HRM in the company's headquarters in 

the home country (PMPI, 1990). 
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CHAPTER SUMMARY 

The emphasis by the New Order government on economic rehabilitation and open 

market orientation encouraged modem practices of management in Indonesian 

enterprises. Managers learnt more and more of the effective way of managing 

their companies and many have sought modem HRM to help them to be 

competitive and efficient in the deregulated environment. Indonesia in the 1990's 

and beyond is an active player in the international economy. The trend of 

embracing modern and sound HRM practices is visible. A detailed account of 

how Indonesian enterprises manage their employees is covered in the coming 

chapters. 
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CHAPTER 6 

RESEARCH DESIGN AND METHODOLOGY 

OBJECTIVE OF TlllS CHAPTER 

The objective of this chapter is to examine the research design and methodology 

adopted in this study. The chapter outlines the rationale of the research design. A 

statement of the research questions is provided, followed by a detailed explanation 

of the research methodology adopted for this study.· The conduct of the research 

is also detailed. The use of the case study and survey methods is discussed and 

the use of a computer package for data collection and analysis is explained. 

THE RATIONALE OF THE RESEARCH DESIGN 

The aim of this thesis is to describe the HRM practices of enterprises in Indonesia. 

The literature review in Chapter 2 demonstrated the historical and social context 

of enterprises in Indonesia in which HRM practices have been developing. 

Chapter 3 outlined the background development of HRM practices in Indonesia. 

This thesis aims to provide an exploratory study of HRM practices in Indonesia. 

Exploratory research is intended for new fields where little work has been done. 

The phenomena or settings under study are freed from the impositions of 

preexisting expectations. Analysis is initiated by specific observations which are 

then developed into general patterns (Patton, 1990: 131; Huberman & Miles, 

1994:431). Findings relevant to HRM as practised in Indonesia were allowed to 

emerge. 
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This research study did not begin with a theory, rather it began with an area of 

study of HRM to contribute to theory building. Theory construction involves the 

exploration and linking of theoretical and other organising and explanatory 

concepts and statements (Richards & Richards, 1993:6). Theory is developed 

from data collected in the research using multiple methods of qualitative (case 

study) and a quantitative (survey) approach through the tasks of description, 

classification, and comparison (Denzin, 1984; Bonoma, 1985:201). The theory is 

'inductively derived from the study of the phenomenon it represents' (Straus & 

Corbin: 1991:22-23). In the inductive approach, relationships between variables 

and theories were as much as possible avoided, especially at the outset of the 

research process (Eisenhardt, 1991:536). 

This study derived theory from empirical data of HRM practices in Indonesia. It 

established patterns and relationships (Huberman & Miles, 1994:431) and trends 

in HRM practices in Indonesia. The patterns showed the interlinkages between 

the HRM practices and other organisational aspects. The inductive approach to 

this research study enabled the generation of rich data which were obtained by the 

utilisation of qualitative and quantitative data collection methods. The field 

research and its exploratory nature allowed patterns and phenomena of HRM 

practices in Indonesia to emerge during data collection. 

In order to gain clarity in the area of research, this study utilised research 

questions. Research questions provide a well-defined focus to collect specific 

kinds of data systematically. They also enable the setting of rough boundaries of 

analysis of data, at least provisionally. Hence, research questions serve to focus 

the study (Miles & Huberman, 1994:22-23; Eisenhardt, 1989). The research 

questions may shift during the research as a research focus may emerge after the 

data collection has begun (Eisenhardt, 1989:536). The research questions, 
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nevertheless, characterise the 'empirical domain' that this study :intended to 

explore (Huberman & Miles, 1994). 

Two research questions for this study were posited: 

Research Question 1 : 

How are enterprises in Indonesia currently managing their employees? 

Research Question 2 : 

What future trends are likely to influence HRM practices in Indonesian 

enterprises? 

These research questions were formulated on the basis of the extant literature 

(Eisenhardt, 1989:536). In addition, the pilot study for this research yielded 

conceptual clarification from which the research questions were drawn (Y:in, 

1984; Janesick, 1994). The research questions were examined aga:inst the survey 

and case studies find:ings. In the literature, BRM practices were presented :in four 

areas: assess:ing work and work outcomes, acquiring human resources, develop:ing 

human resources, and compensat:ing human resources (Noe et al., 1997). This 

categorisation was employed :in this study :in concordance with the exist:ing work 

:in this field. These areas, however, do not preclude the possibility of the 

emergence of other group:ings of BRM practices. 

In addition to :information on BRM practices, other organisational information 

was obta:ined to enhance understarid:ing of the context with:in which BRM 

practices take place. Information about the organisational context was considered 

important due to the concern about the slow adoption of effective BRM :in 
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organisations which is largely due to the acontextual nature of scientific evidence 

of the studies in HRM (Jackson & Schuler, 1995:238; Legge, 1995). Research in 

HRM that accounts for the contextual condition in which it is practiced is 

therefore critical. Indeed, it has been argued that HRM policies and practices are 

influenced (Schuler et al., 1992:21) and moulded' (Legge, 1995:121) by the 

internal and external organisational context. Particularly for case study research 

that aims to generate theory, Dyer and Wilkins (1991) emphasised the importance 

of the organisational context of each case. Dyer and Wilkins (1991) argued that 

'the central issue is whether the researcher is able to understand and describe the 

context of the social dynamics of the scene in question to such a degree as to 

make the context intelligible to the reader 'and to generate theory in relationship to 

that context' (p. 616). 

Recognising the importance of context in HRM research, this study investigated 

HRM practices both internal and external to the organisational context. Chapter 2 

of this thesis detailed the historical and social context of enterprises in Indonesia 

within which HRM practices have taken shape. It explained the economic and 

political environment, labour market and issues, educational system, social and 

cultural issues. Chapter 3 outlined the background development of HRM 

practices in Indonesia. Issues in both chapters were discussed from an historical 

perspective. Data collected from the case studies and the survey include 

information on the external and internal environments of the enterprises. 

Information on the external contextual factors of the enterprises includes 

government policies, competitive environment, and technological change. 

Information on the internal contextual factors includes the company profile, 

company history, organisational culture, structure, size and business strategy. 

This information provides insights into the HRM practices in Indonesia. 

128 



RESEARCH METHODOLOGY 

The research methodology used ill this research study permits theory buildillg and 

exploration ill the field of HRM practices. The multiple method of qualitative 

case study approach and quantitative survey orientation were used to generate 

data. Denzill (1978:291) called this approach a triangulation of methods which 

advocates the combillation of methods ill the study of the same phenomena. 

The use of multiple methods had a number of advantages for this research First, 

this research study was exploratory. To gam the maximum results of the 

exploratory nature of the illvestigations, this study aimed to o btam both the 

general picture of BRM, practices as well as a focus study of HRM as practised 

by illdividual enterprises ill Indonesia. For this purpose, the multiple method was 

most appropriate. The case study is the most suitable method for studyillg 

complex organisational phenomena (Yill, 1989); the statistical results of the 

survey will illdicate global patterns across settillgs or populations. Hence, the 

qualitative data from the case studies will add depth and detail to complement the 

quantitative findillgs. The complementarity of the survey and case study research 

approaches is useful because the case study findings can give illustration or 

confirm trends ill the larger population (Miles and Huberman, 1994: 13). 

The second advantage of the use of multiple methods is that the aim of this 

research was to contribute to theory buildillg by examillillg HRM practices ill 

Indonesia. In the effort to build a theory, Denzin (1978) argued that although 

there are rules of method that govern the researcher's conduct, complete 

agreement between method and the researchers can never be achieved. The 

utilisation of multiple methods will therefore raise researchers above personal 
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biases that stem from a single methodology because the deficiencies that flow 

from the researcher or from a single method can be partly overcome. Denzin 

(1978) advocated the use of multiple metQ_ods to avoid bias in theory building in 

the field of sociology, which is also applicable in the area ofHRM: 

Sociology as a science is based on the observations generated from its 

theories, but until sociologists treat the act of generating observations 

as an act of... interaction [between the researcher and methods used], 

the links between observations and -theories will remain incomplete 

(p.294). 

In this regard, Denzin (1978) argued that triangulation of methods as well as data 

is the most appropriate research strategy of theory construction because when 

they are meaningfully combined, fully grounded and verified theories can be 

generated. 

The third advantage of the multiple methods is that the use of complementary 

methods increases the probability of valid results, as the limitations in each 

method will be compensated by the strengths of the others. The survey method 

may yield self-report on behaviour and a snapshot of responses at a particular time 

while the direct observation technique within the case study method can remedy 

this drawback. If a survey alone is used, what is gathered may be highly 

quantitative data measuring the subjective states of respondents (Whyte, 

1984: 149). Case studies in this thesis form an empirical inquiry that 'investigates a 

contemporary phenomenon within its real-life context' (Yin, 1984). This can 

compensate for the limitations of the survey method. Though surveys can deal 

with both phenomenon and context, their ability to investigate the context, 

however, is largely limited (Yin, 1984: 101). Hence, multiple methods can achieve 
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. the best of each while overcoming their deficiencies (Denzin, 1978:302; Jick, 

1984:365-6). 

However, there is a drawback with the use of multiple methods. The 

incompatibility of the survey findings with the case study interpretation may 

influence confidence in the validity of interpretation (Whyte, 1984: 150). This 

limitation, however, is also the strength of the combination of the methods. Jick 

(1984:369) argued that convergent and divergent results are both useful. 

Confidence in the results grows considerably where there is convergence. Where 

divergence emerges, alternative and more complex explanations may be 

generated. The triangulation of methods allows for more confident interpretations 

and for more unpredictable and context-related findings. 

The Case Study Approach 

The case study design was suitable for this research study for various reasons. 

First, the exploratory nature of the study was intended to attain greater 

understanding of HRM practices in Indonesia that could be achieved by allowing 

the development of in-depth information about contextual factors. The utilisation 

of the case study enabled the research to uncover qualitatively complex 

phenomena of HRM practices in enterprises in Indonesia. The phenomenon under 

study (HRM practices) was investigated within the context in which they naturally 

occur; hence contextual sensitivity was maximised (Bonoma, 1985:202; Patton, 

1991 :44; Miles & Huberman, 1994). 

Second, this study also aimed to build rather than test theory. Theory building 

requires rich description and this can be obtained from qualitative data. Inductive 
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processes permit 'working up' from data to theory through explorations, 

discoveries and constructions of patterns and new concepts (Richards & Richards, 

1993:3). The qualitative nature of the case study enabled flexible data collection 

of HRM practices which is the key feature of theory building activities. Flexibility 

allowed adjustment to occur during the data collection process and pennited 

themes ofHRM practices to emerge (Eisenhardt, 1989:539). 

The case study method as a form of empirical enquiry, however, has been 

criticised for lacking rigour because of the limited control of the validity and 

reliability of the explanations derived from the case (McGuire, 1995:7). This 

leads to the criticism that data collection is based on the subjective judgements of 

the researcher. In order to minllnise this drawback, the conduct of the case study 

used a protocol as a tactic to increase reliability. (The protocol is explained in the 

subsequent section of Conduct of Research). In addition, this study utilised a 

multiple case study design as well as multiple sources of evidence (Yin, 1994). 

Each of these approaches is discussed in some detail in the following sections. 

Multiple Case Study Design 

The utilisation of two enterprises for the case study in this research followed a 

multiple case study approach Yin (1984:48) argued that the multiple case 

approach could yield more compelling evidence than the utilisation of a single 

case. The overall study is, therefore, regarded as being more robust (p.48). The 

fundamental concern of multiple case study is conceptual. A multi-case study 

allows replication of fmdings across cases and enables distinction between cases 

on dimensions that are conceptually meaningful (Miles & Huberman, 1994:31). 

Eisenhardt (1989) argued that cross-case analyses 'improve the likelihood of 
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accurate and reliable theory ... a theory with a close fit with the data' (p.541). 

Cross-case analyses enhance the probability that novel findings may be obtained. 

This process will increase external validity (Huberman & Miles, 1994: 435). The 

replication procedures will lead to the development of a rich, theoretical 

framework (Yin, 1984:49). 

Individual case uniqueness can be reconciled with the generic processes across 

cases as argued by Silversein (as cited by Huberman & Miles, 1994): 

Bach individual case company will have its own history ... but it is a 

history contained within the general principles that influence its 

development (p. 435). 

In this research study, the multiple-case approach looked at each enterprise, then 

examined configurations of HRM practices within each case and subjected them 

to comparative analysis. In these comparisons, underlying similarities and 

systematic associations were sought. 

Multiple sources of evidence 

To :minllnise the lack of rigour in case study design, Yin recommended the tactic 

of using multiple sources of evidence (Yin, 1984:78). The case study in this 

research espoused data collection from multiple sources of evidence, namely 

direct observations, interviews and documentation. Patton (1990: 244) states that 

different data sources are useful to validate and cross-check findings. The 

utilisation of multiple sources can enhance the strengths of each type of data 

collection and at the same time minimise the weaknesses of any single approach 
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This corroboratory mode of data collection can develop convergIDg lilles of 

IDquiry; this process is achieved by data triangulation. In this manner, construct 

validity can be addressed because the multiple sources of evidence provide 

multiple measures of the same phenomenon'. Data triangulation yields the 

convergence data of different sources of information (YID, 1984:91; Eisenhardt, 

1989). 

The Survey Design 

The survey ID this study was a replication of a cross-cultural HRM survey on Best 

International BRM Practices developed by Von Glillow (1993) and Teagarden et 

al. (1995). The 'Best Practices' project IDcluded countries ID North America, 

LatID America, the Asian Pacific Rim, Africa, Europe and Australia. For this 

research study, the survey questionnaire was adapted to the Indonesian 

environment ID a number of aspects IDcludIDg company ownership, types of 

busIDess and salary. For example, issues of ownership were addressed because a 

great deal of Indonesian economic activity is dommated by state-owned 

enterprises and private conglomerates. The survey questionnaire used for this 

study covered BRM issues rangIDg from recruitment, trammg and development, 

performance appraisals, occupational safety and health, and compensation and 

reward systems. 

Other than open statements from the respondents about personal and company 

backgrounds, most questions were presented ID a closed format usIDg a Likert 

scale from 1 to 5. Anonymity of IDdividual responses was assured as stated ID the 

covermg letter. A copy of the questionnaire and the covermg letter ID their 

origIDal form ID English appear ID Appendix 4.1 and 4.2 respectively. A similar 
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set in Indonesian consists of a letter of introduction from the researcher to the 

Indonesian respondents (appears in Appendix 4.3), a cover letter from AMSM 

(Appendix 4.4), and the survey questionnaire (Appendix 4.5). 

CONDUCTOFTHISRESEARCHSTUDY 

This research study was conducted in stages as recommended by Yin (1994). 

Each research stage is discussed in some detail in the following sections. 

Review of the Literature 

A review of literature pertinent to the study was carried out for this thesis as 

detailed in Chapters 2, 3, 4 and 5. The literature review discussed the 

development of the external context of HRM in Indonesia as well as the evolution 

of HRM practices in Indonesia. The research questions were developed based on 

this literature. 

Building Information Contacts for the Research 

The preceding literature review revealed that the HRM field is relatively new in 

Indonesia. In line with what was suggested by Yin (1984), various sources of 

information in the area were sought in order to gain knowledge and enhance 

understanding of the subject. First, individuals, professional bodies and 

institutions were contacted and their advice and expertise were sought. The 

researcher became a member of professional bodies and attended their meetings. 

Seminars and conferences related to the field were also attended. Discussions 
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with people knowledgeable in HRM in Indonesia and related fields were very 

useful, for example with other researchers and consultants (in Indonesia and 

overseas) and directors of management schools in Indonesia. This approach 

proved to be highly valuable in a study of a phenomenon in a developing nation, 

such as Indonesia, where information is less readily accessible. Details of contacts 

and institutions are presented in Appendix 4. 6. 

Exploratory Pilot Study 

Consistent with the inductive and exploratory nature of this research study, the 

earlier stages of the pilot work were exploratory in nature. According to 

Oppenheim (1992),, this type of pilot study is chiefly concerned with the 

conceptualisation of the research problem and enables the emergence of the initial 

shape of the inquiry. It also gives a rough feel for the problem investigated 

(p.52). An exploratory pilot can indicate the general research methodological 

issues (Yin, 1984; Janesick, 1994). 

The pilot study consisted of a survey and follow-up interview with 10 Indonesian 

executives (director and managerial levels) including 7 in RR field and 3 in line 

management. They were from Indonesian state-owned enterprises who attended a 

management development program in Melbourne. As suggested by Oppenheim 

(1992:62), the respondents in this pilot study was similar to those in the main 

inquiry. 

The scope of the pilot study was broader in nature and less focused, covering 

substantive content of HRM in Indonesia and general research methodological 

issues for both the survey and case study purposes. This preliminary inquiry 
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enabled the researcher to gain more insights into general HRM issues in 

Indonesia. For example the pilot study revealed that workers both at the lower 

and managerial levels lack in technical and managerial skills. In addition, more 

specific issues of HRM were also obtained. For example, some companies did not 

have formalised performance appraisals. The pilot study was particularly useful 

for the improvement of the field procedure for the survey and the case studies. 

The pilot data, the review of the extant literature and the broader information 

compiled from various sources and networks have shaped the final research 

design (Yin, 1984). 

In response to the researcher's inquiry regarding their possible involvement in the 

in-depth case study, a number of participants of the pilot study expressed their 

interest and agreement. One was eventually purposively selected for the case 

study. Hence, this pilot appeared to have been instrumental for both the initial 

_ exploration of the study as well as the building of network for the main research 

study. 

Conduct of Case Studies 

As suggested by Yin (1994), this study established a protocol for the case studies. 

This protocol constituted a tactic to increase the reliability of the case study 

re.search (Yin, 1994). In addition, it was utilised as a guide to the researcher for 

the conduct of the case studies. The protocol included the objectives of the case 

studies; field procedures which consist of selection of cases, pretest and gaining 

access to the case enterprises; data collection from direct observation, interview 

and documentary evidence; data analysis; and the use of the NUD*IST computer 

package to analyse the qualitative data of the case studies 
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The protocol of the conduct of these case studies is discussed in detail in the 

following sections. 

Objectives of the case studies 

The case studies in this research were intended to provide an in-depth study of 

HRM practices in enterprises in Indonesia. The case studies had two objectives. 

First, they provided a description of the external and internal contexts that had 

shaped the current HRM practices of the case enterprises. The external context 

included: the competitive environment, government policies and technological 

change. The internal contextual information included: the histories of the 

enterprises, organisational culture, structure and business strategy. Secondly, the 

case studies described and analysed the HRM practices in the case enterprises. 

The description and analyses utilised categories of HRM practices which included 

assessing work and work outcomes, acquiring human resources, developing 

human resources, and compensating human resources. 

Selection of case enterprises 

The selection of the case companies followed what Yin (1984) has termed 

replication logic rather than sampling logic. The cases were conceptually and 

purposively selected. Selection was 'theory driven' since generalisations are 

analytic. Theory was not generalised to all populations but to existing or new 

theories of how the phenomena under study works (Miles & Huberman 1994:27; 

Yin, 1984; Eisenhardt: 1989). Each case represents different data areas within 
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which the same generic event (HRM practices) occurs. Dissimilar settings were 

selected in a systematic manner which lead to the discovery of concepts across 

settings. Hence, 'the unique features of [the] concepts will be discovered in their 

situated context' (Denzin, 1978:295; Dyer and Wilkins, 1991). For these reasons, 

a state-owned enterprise and a Chinese-owned conglomerate were selected for the 

case study. The criteria of the selection are detailed further in the following 

section. 

This study utilised seven dimensions for selecting the case enterprises. First, as 

suggested by Miles and Huberman (1994), the selection of the case enterprises in 

a multi-case approach follows the dimensions of comparison and contrast (p.31). 

These dimensions will provide a test of the ideas in the research questions of this 

study. The second dimension espoused in this study was that case samples were 

'nested' in a larger sample of cases from which survey data were obtained; the case 

fmdings were therefore expected to illustrate and possibly confirm trends in the 

larger population (Miles and Huberman, 1994:31). For this reason the types of 

enterprise chosen were those dominant in modern Indonesian businesses and 

therefore reflected the nesting dimension. 

Third, the research questions in this study uphold the dimension of changes to 

HRM practices over time. The literature review in Chapter 2, 3, 4 and 5 

demonstrated that changes in the external environment such as political and 

economic factors greatly influenced the development of enterprises and HRM 

practices in Indonesia. State-owned enterprises have been undergoing transition 

from government owned to limited liability corporations. Similarly, many family 

businesses have modernised their management practices and become public 

corporations. Fourth, enterprises that have evolved during the Indonesian . 
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historical period set out in this study (namely colonial, post-independence and 

modem Indonesia), were selected. 

Fifth, the dimension of ownership was also important. As discussed in the 

literature review, issues of ownership were important to the development of 

enterprises in Indonesia. State-owned enterprises have played a significant role in 

the development of the Indonesian economy from the colonial period, gaining 

prominence in the era of nationalisation of foreign-owned firms in the late 1950s, 

which has continued until today. Private, Chinese-owned enterprises have 

dominated Indonesian business and a great number of them have been the vehicle 

of entry for foreign firms investing in Indonesia; foreign companies have been 

important sources of skills and expertise in Indonesia. 

Sixth, the selection of a state-owned enterprise and a Chinese-owned 

conglomerate are also the fourth dimension in the case selection criteria because 

of their important roles in the economy in modem Indonesia as measured in their 

contribution to the GDP (discussed in Chapter 4). Seventh, the dimension of 

organisational properties, such as size and structure, can increase comparability 

between cases. In addition to similarity in the size of the firms, structural features 

of head office and its affiliated divisional or regional subsidiaries were the basis of 

the selection. This should reflect some characteristics of HRM practices, such as 

the degree of centralisation of HRM policies. 

This study utilised two case enterprises that fitted the above dimensional criteria. 

1. Telkom (PT Telekomunilrnsi Indonesia). A state-owned enterprise that 

holds a monopoly over the provision of basic domestic telecommunication 

services. 
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2. Astra (PT Astra International). Historically a Chinese-owned enterprise, 

at present a public corporation, that has developed into a conglomeration 

of various businesses 

Pretests for the Case Studies 

Pretests for the case studies were carried out for the development of case study 

design. The pretest study provided a means to test the feasibility of certain 

questions, to focus on case study issues that may not have been previously 

evident, and gain some insight into other related issues in the case study that 

previously were not clear (Janesick, 1994). 

Two companies were used in the pretest. Interviews were conducted in 1993 

with two persons with significant HRM responsibility in Indonesian enterprises. 

One was a regional manager of a representative office (in Melbourne) of an 

Indonesian state-owned enterprise and the other was an HR. manager of a 

subsidiary of an Indonesian conglomerate who was on leave to do postgraduate 

study in Melbourne. In addition to participating in the try-out study, the 

interviewees were also asked to contribute to the improvement of the case study 

design. Their cooperation was sought in that they were asked to be critical and to 

point out parts which required clarification. Procedures in the conduct of single 

as well as multiple case studies were also tested. As suggested by Oppenheim 

(1992), conceptualisation of the aim of the case study and preparation for the field 

work and analysis were gained. Although the main intention of the pretests was 

to improve the case study design, input for the wider research design was also 

achieved. 

141 



Gaining Access to the Case Enterprises 

In this study, initial access to the two enterprises was gained through resource 

persons: for one enterprise, a contact from the pilot study was used and the other 

was a personal contact. Both of them were HR. managers in the case enterprises. 

Following Indonesian custom, the researcher did not directly approach the highest 

person in charge of HRM, neither by telephone nor in person, to obtain 

pennission. Instead, the contact person in the companies took the researcher's 

letter of intent and a summary of the research proposal to the IIR director or 

general manager to explain and show support for the research. Only then did the 

researcher present herself and 'explain the general design and purpose of the case 

study in a more detailed manner. 

Due to the long-term approach and intensive nature of the case study_ process, it 

was necessary to establish an introductory period so that the presence of the 

researcher was 'routinised' (Jorgensen, 1989:58). This period was of paramount 

importance whereby acceptance, trust and commitment by the companies to the 

research was achieved (Jorgensen, 1989). This is a most expedient approach for 

Indonesian culture. In addition, the acceptance and trust was important because 

of the general perception in Indonesia that HRM/personnel issues are sensitive. 

This period was also used to make preliminary observations and gain a general 

introduction to the case, such as familiarisation with the general information of the 

company and the HR. department. More importantly, this period was useful in 

gaining knowledge about the culture of the HR. department and the organisation 
' 

as a whole, which helped to determine the approach of the research activities for 
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the case studies. Interviews were carried out only after personal rapport was 

established. 

Data Collection 

The researcher stayed at each company field site for 3 months for data collection. 

Whyte (1984:56) stated that access to observations in a culture and society 

foreign to the researcher can present a great problem. In this regard, the long 

term approach to data collection in this research study was essentially to take 

advantage of the fact that the researcher is Indonesian. This was highly desirable 

because the effectiveness of the research activities could then be enhanced. The 

acceptance and trust by enterprises shown to the researcher was demonstrated on 

various occasions by invitations to meetings and social events. 

In response to the researcher's case study research activities, both companies 

provided the researcher with a work area in the HR. Department for the duration 

of the research activities. This enabled the researcher to establish rapport and 

presence. This was culturally appropriate as people were at ease after personal 

rapport was established (Jorgensen, 1989). In addition, presence was considered 

to be an indication of serious commitment to the study of the companies. This 

approach was invaluable for the case study because the researcher could stay 

close to the data. It was also convenient for organising the research activities 

such as making observations, scheduling the interviews and working closely with 

people in the enterprises. Follow-up discussions and clarification after interviews 

were easily completed because of the presence of the researcher on the company 

premises. 
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Data collection for this study was carried out with what Miles and Huberman 

(1994) called the funnelling sequence, working from broad into the core of the 

issues. It developed an iterative or 'rolling' quality as the study progressed. In 

addition, data collection was sequential and conceptually driven, in that the 

understanding of the key relationships in the initial choices, revealed aspects for 

further investigation in others (pp. 27-29). Some investigation activities in this 

research study were planned ahead of time. In many instances, however, 

procedures were developed during data collection to capture the emergent 

patterns and phenomenon, especially for direct observations. The first few days 

of the introductory period in the company field site were useful in acquiring a 

sense of what occurred. As research progressed, data collection became more 

focused on special' interviewees, documentations and events of HRM practices. 

Choices of interviewees, events, and interactions in this study were driven by 

conceptual questions with regard to HRM practices, in contrast to the intent for 

representativeness. The chief interest relates to the conditions under which the 

construct or theory operates instead of generalisations of fmdings across 

populations (Eisenhardt, 1989; Patton, 1990; Yin, 1984). The critical data was 

the occurrence that strengthened or exemplified the main findings: To increase 

confidence in conclusions, investigations in this research study also sought ways 

to confirm and challenge typical and extreme or deviant instances. These 

strategies are effective for inductive, theory building analysis (Miles and 

Huberman, 1994:28). 

Data in the case study were collected from multiple sources of evidence, namely 

documentary evidence, direct observations and interviews. Each of the techniques 

are detailed in the following sections. 
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Direct Observations. In order to obtain rich data, data collection activities are 

carried out by direct observation in 'close proximity to a local setting for a 

sustained period of time' (Miles & Huberman, 1994:9). This is in order to get as 

close as possible to the phenomena (Dyer & Wilkins, 1991: 616; Patton, 1990). 

Direct observations serve as a source of evidence in the case study as they add 

dimensions for understanding the context and phenomena being studied (Yin, 

1984:85-6). As case studies are 'studies of events within their real-life context' 

(Yin, 1984:67), this approach was suited to the exploratory nature of the study. 

' The researcher was able to directly observe as many HR. activities as possible 

during the research period. Direct observations in this study were carried out in 

HRM related activities, both formal and informal (Yin, 1984:85), such as 
-

attending various meetings, employee welfare activities, training programs, and 

social events. Field notes were taken during or after the observations, in writing 

or dictated to a tape recorder (Patton, 1990:247) depending on the suitability of 

the events. The field notes included the description of the events, the researcher's 

insights, interpretations, and preliminary analysis about what was happening in the 

setting. Direct observation often led to follow-up inquiries. For example, 

observation at a meeting often led to follow-up interviewing and obtaining 

additional documentary evidence. 

The researcher experienced total immersion in HR. matters in both case companies 

and was able to learn and see how HR. issues were interpreted and appreciated by 

the respective companies. During the researcher's time in the companies, she 

occasionally extended some assistance to the HR. department as a token of 

appreciation. While this is culturally expedient, it proved to be useful to enhance 

rapport and discussion usually led to improved understanding of HRM related 

problems. 
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It is recognised that there are some limitations to the direct observation approach. 

Patton (1990) noted the possibility that the observer may affect the situation being 

observed in unknown ways; people may behave in an atypical manner when they 

know they are being observed (Jorgenson, 1989); and observations may focus on 

external behaviour which is separated from what people think. In addition, 

observational data are often restricted by the limited sample of events actually 

observed (Patton, 1990:244). To address these limitations, several steps were 

undertaken. First the researcher built as much rapport as possible with the people 

so that they were likely to perceive the researcher as non-threatening (Jorgenson, 

1989:58). Second, other data sources, namely interview and the use of 

documentary evidence, were used to find out the extent to which activities 

observed were typical or atypical (Patton, 1990). Precautions were also taken so 

that the researcher avoided going 'native' (Miles & Huberman, 1994:265) or 

'becom[ing] the phenomenon' (Jorgenson, 1989:62) and that she remained an 

observer and scholar. 

Interviews. The interview questions were derived from the extant literature. 

Input from the pilot study and pretest was especially useful in the utilisation of the 

semi-structured interview technique. The questions were open ended in nature, to 

enable the interviewees to give descriptive information (Huberman & Miles, 

1994; Yin, 1984:83). The interview questions, however, constituted broad 

guidelines for interviewing. The selection of interviewees was therefore 

purposively determined by the need for data to build theory. Interview questions 

ensured that all data were collected and that they were flexible to allow the 

emergence of phenomena. The interview questions appear in Appendix 4. 7. 

146 



To enhance understanding of HRM as it is practised by the case enterprises, 

interviews were initially guided by the organisational structure of the HR. 

Department. All incumbents in the top levels of the structure were interviewed; 

this covered the director, general managers, managers or specialists in the head 

office. Interviews with HR. managers in the company division or regional offices 

as well as line managers were intended to gain a picture of how HRM is practiced 

at more operational levels. Subsequently, more interviewees were selected to add 

depth and clarity, such as HR. heads of sections. Others were selected to obtain a 

contrasting dimension (Miles and Huberman 1994), such as line managers and 

other employees with differing opipions, while HR. consajtants for both case 

enterprises were 'opportunistically' selected (Patton, 1990: 176) for opinions from 

outsiders. This variety of interviewing aspects ensured that data triangulation 

within the interview technique could be achieved. 

As was culturally necessary, personal rapport with the interviewees was first· 

developed by exchanging personal background information, such as , educational 

background, and length of work in present and previous positions. This 

·introductory information was also useful data for the study. Only after this warm

up period could the interview begin. The interviewees were assured of anonymity 

and were asked to provide any relevant documents available. An arrangement for 

interviews was easily achieved because of the researcher's extended presence in 

the companies which enabled easy rescheduling of appointments when necessary. 

With the interviewees' permission, interviews were taped to ensure the accuracy 

of comprehension and transcription. Two interviewees requested that interviews 

were not recorded; they, however, encouraged the researcher to take notes as 

much as possible. When a tape recorder was used, precautions were taken that 

the recording did not interfere with the interview process. As soon as an 
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interview was over, notes were taken about the general impression of the 

interview and if there was something that needed attention or follow-up. The 

notes were either written down or dictated on to a tape recorder. Transcription 

was done as soon as possible. For clarification, a brief follow-up or second 

interview was done. 

A limitation of the interview technique was that interviewees could only report 

perceptions of and perspectives on the subject being discussed. In addition, these 

perceptions and perspectives are subject to distortion due to personal bias and 

recall error (Patton, 1990:245). To address this weakness several steps were 

undertaken. First, to increase the comfort of the interviewees, they were 

consulted with regard to the time and place of the interview. While generally 

conducted during office hours, many interviewees preferred after or before office 

hours to minimise distractions. Interviews were conducted in interviewees' 

offices, meeting rooms, the researcher's office an~ restaurants. For some 

interviewees, the choice of place and time appeared to have secured the issue of 

confidentiality. Second, before the, interview started the researcher explained the 

major points that would be discussed in order to increase the memory recall and 

preparedness. The use of a list of questions was maintained only by the 

researcher and the list was not given to interviewees to prevent them from paying 

attention to the list; the flow of discussion by interviewees was therefore 

enhanced. Third, the interviewees were asked to provide documents when 

available. The documents produced appeared to have enhanced the focus of 

topics being discussed. 

While formal interviews were more structured, informal interviews were less 

structured and occurred almost anywhere and anytime as opportunities arose, 

such as in the company cafeteria during lunch, while travelling in a car, during tea 
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breaks and social events. While fonnal interviews were mostly initiated by the 

researcher, informal interviews were at times unplanned. In fact, the extended 

presence of the researcher in the enterprises appeared to be the stimulus for a 

number of employees to have discussion about HRM practices. For these 

infonnal opportunities of interviewing, notes were usually taken after the event. 

With the exception of interviews with some expatriate consultants who worked 

for the case enterprises, all interviews were conducted in the Indonesian language, 

the mother tongue of the researcher and the interviewees. 

Documentary Evidence. Documentary evidence is utilised to corroborate and 

complement evidence from other sources (Dyer & Wilkin, 1991:616; Yin, 

1984:80). Documents provide a basic source of facts and information that may 

not be observable. They also provide a stimulus for inquiry which can be followed 

up through more direct observation and interviewing (Patton, 1990:233). 

Documentation obtained regarding information_ about tp.e case companies in 

general included annual reports, prospectus, company newsletters and bulletins 

and published company histories. Documentation published by outside agencies 

included articles in the media such as newspapers, journals, and magazines. 

Documentary evidence pertaining to HRM matters included regulations, 

government decrees, procedures and manuals, reports, and minutes of meetings. 

There are, however, limitations or problems associated with the use of 

documentary evidence, including the fact that documents may be incomplete and 

inaccurate. In addition, they may have been prepared for a specific purpose other 

than those of the case under study (Yin, 1984:81) and may be selective as only 

certain aspects are included, such as only the positive aspects are documented 

(Patton, 1990:245). To address these limitations, documents were critically 

reviewed. Other sources of evidence were used to complement these limitations. 
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Direct observations and interviewing were pursued in order to check and cross

check the :findings in the documentary evidence. 

Data Analysis of the Case Studies 

Unlike the survey, the case studies utilised processes that spread data collection 

and analysis throughout the study. As Eisenhardt (1989) argues : 

overlapping data analysis with data collection not only gives the researcher a 

head start in analysis but, more importantly, allows researchers to take 

advantage of flexible data collection. Indeed, a key feature of theory

building case research is the freedom to make adjustments during the data 

collection process (p. 539). 

The case study method called for different modes of inquiry at different moments. 

This 'interim analysis' enabled errors in the field to be undone the next time out 

(Huberman & Miles, 1994:431). Changes in protocols and interview schedules 

reflected a better understanding of the setting. Thus, the internal validity of the 

study was enhanced Nevertheless, the aim of this interim analysis was to focus 

much of the data collection on emergent themes or constructs. 

Each case study constituted a whole study (see Chapters 7 and 8), in which 

convergent evidence was sought regarding the findings and conclusion for the 

case (Yin, 1984: 52). Familiarity with each case as stand-alone entities allowed 

the unique pattern of each case to emerge. Data from the cases were examined in 

various ways so that insights beyond initial impressions were achieved. 
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Comparison and generalisation of patterns across cases were then made (Yin, 

1984:115; Eisenhardt, 1989:540). 

The Use of QSR NUD*IST for qualitative data analysis 

This research study used a computer package for analysing the qualitative data 

which is called Qualitative Solutions and Research Non-J?-umeric,al and· 

Unstructured Data Indexing Searching and Theorizing (QSR NUD*IST). QSR 

NUD*IST is a computer package designed to handle non-numerical and 

unstructured data in qualitative analysis (QSR NUD*IST, 1997). Data from 

Telkom and Astra case studies were indexed, categorised, and analysed using this 

software. In comparison, other computer packages provide support in the 

management of records by the use of the code-and retrieve approach In these 

packages, selections are retrieved according to codes in the text, and this 

comprises a textual level operation. QSR NUD*IST goes beyond simply 

retrieving of text according to how it was coded. It has two major components 

for managing not only documents but also ideas. The codes and references which 

are kept in the index system enable the user to create and maoipulate concepts, 

and store and explore emerging ideas (Richards & Richards, 1993). 

The qualitative textual data in this study comprises transcription of interviews, 

notes from direct observations and other field notes such as accounts on 

preliminary analysis. These documents were imported from the word processor 

into the QSR NUD*IST database system Thus, qualitative research in this study 

involved managing records that are complex and rich Such records are 'messy' 
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and very hard to analyse rigorously. QSR NUD*IST enables a researcher to 

create a document system supporting organisation and rigorous analysis whilst not 

damaging the complexity or losing the context of these records; to store and 

retrieve information about the context of a document; to record factual 

information about documents, people or other parts of the research and use this in 

investigations (for example age); and to write and edit a memo about the 

document (QSR NUD*IST, 1997). 

The nodes' of the index system, where indexing is kept, are organised into 

hierarchies or 'trees' to represent the organisation of concepts into categories and 

sub-categories, taxonomies of concepts and index codes. The nodes in the index 

system can be treated at both textual level (coding documents) or conceptual 

level. This dual capability is made possible by the tree structure which can 

represent conceptual relations, hence permitting nodes to be treated as concepts, 

not just as index codes into text. An example in· this thesis of this operation is 

demonstrated in the way the concept of 'performance management' in the Telkom 

case study developed. Initially, the textual data was indexed as 'performance 

appraisal' as parent node. pnder this node, children nodes developed namely the 

'loyalty appraisal' node and the 'SKI (individual target)' node. The latter was 

indexed as such because Telkom mainly used the SKI job target for evaluation 

purposes. This illustration of stage of coding is presented in Figure 4.1. 

As textual indexing progressed, it appeared that new groupings of nodes emerged, 

namely a node that conveyed the 'performance goals', and the general 'appraisal 

system' which bore (grand) children nodes of 'individual employee appraisal' and 
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'group appraisal'. Further textual indexing within 'individual employee 

individual' developed into more children nodes of individual appraisal using SKI 

and that using DP3 loyalty appraisal. Thus, a new construct of 'performance 

management' in Telkom developed and its corresponding node occupied the 

highest level of the hierarchy of the concept together with its various sub 

groupings (see Figure 4.1). 

Further, this research involved the development of ideas and categories for 

thinking about these data records, and as those ideas grew, linking them and 

exploring their links with data. For example, as this thesis examines the linkage of 

pay practices and employee performance, data on employee performance noted in 

the earlier example were also indexed in the pay nodes. 

Documents outside the computer, such as documentaiy evidence from enterprises, 

were notated or summarised depending on the extent of indexing need. These 

imported and external documents were indexed (coded) according to the 

categories or subcategories of nodes. QSR NUD*IST stored the segments of the 

text that have been indexed in the corresponding nodes. This enabled the 

examination of the various parts of documents contained in a node. This is the 

basis for the write up for the case studies of Telkom in Chapter 7 and Astra in 

Chapter 8. 

Hence, an index system can be created and recreated as constructs are developed 

and patterns discovered. This approach facilitated the grounded nature of the 

qualitative data analysis (Straus & Corbin, 1990) in this research study. Thus, 
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QSR NUD*IST provides tools for managing non-numerical, unstructured data in 

the document system as well as the managing of ideas and categories for thinking 

about these documents in an index system 

Conduct of the Survey 

This research study used a survey questionnaire to gain a broader picture of HRM 

practices in Indonesian enterprises. This will reveals how enterprises in general 

are managing their employees. The general picture complements the findings 

from the case studies. The survey was conducted from July to September 1995. 

Translation of the questionnaire 

The survey questionnaire was translated from its original English version into 

Indonesian by the researcher. The researcher has 20 years of experience in 

translation/interpretation. The important criteria for the translation was that it 

should translate meaning rather than literal translation (Brewster et al., 1996) and, 

therefore, equivalence and appropriateness were the key issues (Teagarden et al., 

1995). Thus, the translation of the questionnaire for this research involved 

understanding pertinent to language and knowledge of HRM. In this regard, the 

translation was checked by two persons who have expertise in language and cross 

cultural issues and familiarity with the HRM field. In addition to their training in 

Indonesia, both of them hold degrees from Australian universities. The frrst 

person is an expert in language and cross cultural issues. The second is an 

academic at an Indonesian management school in charge of the HRM section who 
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holds an Australian MBA and was herself an HR. manager in a company prior to 

taking up an academic post. 

Survey Questionnaire 

One of the requirements of a mail survey is to use a short questionnaire, because 

increasing length decreases response rate (Judd et al., 1991:217). As the 

questionnaire used in this study was 14 pages long, the potential problem of low 

response rate was anticipated. Moreover, responses to mail questionnaire are 

generally poor (Judd et al., 1991:217; Kerlinger, 1989:380). Indeed, this survey 

questionnaire obtained a low response rate as found elsewhere, such as 4% in 

Mexico and 'worse' in Britain, when the mail approach was used (Teagarden et al., 

1995). To minimise this drawback, this study utilised several strategies to 

increase response rate. First, incentives were used (Kerlinger, 1989:380). Some 

books in the HRM field were allocated for the respondents to win. This type of 

incentive was chosen because the HRM field is gainlng importance in Indonesia 

on the basis of the information obtained from the network previously discussed, 

there are only a limited number of publications in the HRM field available in the 

country, either in Indonesian or in English A copy of a letter of notification to 

the respondents about this incentive is presented in Appendix 4.8. 

The second strategy was to enhance 'organisational linkages' for data collection 

(Teagarden, 1994:24). The survey activity used what Kerlinger (1989) terms as 

'patronage' of a recognised professional body. For this purpose, cooperation with 

the Association of Human Resource Management in Indonesia (Asosiasi 

Manajeman Sumber Daya Manusia, AMSM) was secured and their mailing list of 

850 members in the area of Greater Jakarta (the capital city of Indonesia and 
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surrounding) was used. A .letter of support from the association using its 

letterhead was sent with each questionnaire. Another organisational linkage was 

exerted by providing explanation in the letter of support about the affiliation of 

the research with international institutions. Cooperation with the Best 

International HRM Practices and the University of Tasmania were stated. Logos 

of all supporting institutions were shown on the cover and envelopes of the 

questionnaires. As noted earlier, a copy of the letter of support from AMSM and 

the Indonesian questionnaire are presented in Appendices 4.4 and 4.5. 

The third strategy addressed cultural issues. Equipped with awareness of the 

values and attitudes of Indonesian executives with regard to status (Habir, 1995), 

the questionnaires were presented to address this issue. The general professional 

appearance of the questionnaire needed special emphasis such as its colour and 

quality of paper, as well as the visibility of logos. .Addressing the status of 

educational_ degrees, the researcher included her name along_ with her MBA 

degree, a practice connnon in Indonesia. Fourth, stamped and self-addressed 

return envelopes were intended to add convenience and thus contribute to the 

chance of increasing response rate. 

Pretest of the Survey 

The draft questionnaire was pretested prior to its actual administration. The 

pretest survey was administered to three persons consisting of a line manager and 

two RR managers. This sample is similar to that of the actual study (Judd et al., 

1991:225). The respondents were asked for their overall reactions, such as the 

difficulty they had, and how the questions were interpreted as well as other 

critiques of the questionnaire. Input and comments about for example the clarity 
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of the questions, language acceptability and feedback on HRM issues from this 

pretest were very useful in shaping the final version of the questionnaire. 

Response Rate 

Responses to mail questionnaires are generally poor (Kerlinger, 1989:380); it is 

particularly the case in Indonesia (Warta Ekonomi, 1995). This situation may be 

influenced by the fact that academic research in Indonesia is still at an early stage 

(Thee, 1991). Various efforts to increase the response rate in the adaptation of 

the questionnaire into the Indonesian environment have been previously discussed. 

It was also due to the anticipation of a low response rate that the utilisation of 

random sampling strategy in Indonesia was avoided. Brewster et al. (1996) 

acknowledge the complexity of developing a mailing list for national survey. It 

was _ suggeste~ that Sf'.lectiqn of ~ ~urvey samp_le may inevitably invqlve _a 

'compromise' (p.595). Quasi-theoretical based sampling was therefore used, 

whereby participants were drawn from various sources (Teagarden et al., 1995). 

There were several sources of respondents who participated in the survey, namely 

members of the Association of Human Resource Management in Indonesia 

(AMSM), students of two graduate schools of management, and personal 

contacts in companies. Initially, mailed questionnaires were used for the AMSM 

members. Of the 650 mailed questionnaires, 56 were returned and found 

adequately completed and useful for analysis. This represented an 8.62% 

response rate. To address this low response rate, other sources of respondents 

were used. 
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The participation of the students at two management schools was sought. At the 

first school, the distribution of the questionnaire was done by the lecturer-in

charge with some explanation of the questionnaire and students were asked to 

respond in their own time. The students attended evening classes after they 

finished work. In this school, the response rate was low at 17%. Learning from 

this experience, the approach to the second management school showed 
' 

improvement. The weekend classes were chosen as it was assumed people would 

be more relaxed than in evening-after-work classes. The researcher discussed the 

questionnaire with the director of the school and the director himself explained the 

aim and the importance of the research to the classes. In addition, the researcher 

was given an opportunity to speak to the classes regarding the administration of, 

the questionnaire. This appeared to have enhanced rapport with the respondents. 

The students responded to the questionnaire in their own time. In this school, the 

response rate was 94%. 

Another effort to increase the number of respondents was the use of the snow-ball 

sampling technique (Teagarden et al., 1993). This approach was also used in the 

original Best Practice International HRM survey (Teagarden et al., 1993). It was 

argued that 'while the firms were not always ideal in terms of theoretical 

usefu1ness, their participation allowed ... [the researcher] to build sample size to 

the point that ... [he/she] could access firms that are theoretically useful' 

(Teagarden, 1994:28). The questionnaires were sent to persons who were asked 

to give the questionnaires to their colleagues in their organisations. The personal 

contacts were mostly the researcher's MBA alumni colleagues. This approach 

proved to work well in the Indonesian environment as personal relationships are 

highly valued. In total, there were 244 responses usable for analyses. 
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Data Analysis of the Survey 

Analysis of survey responses was conducted with the use of the Statistical 

Package for the Social Sciences (SPSS) computer program More detailed results 

of the analysis will be discussed in Chapter 9. Both the qualitative data from the 

case studies and quantitative data from the survey were examined and emerging 

patterns and relationships identified. This enabled interpretation of the integrated 

findings. 

CHAPTER SUMMARY 

This chapter has detailed the research design and methodology used in this thesis. 

This study aims to describe HRM practices in Indonesia and to build theory. 

Research questions were used to give focus to the investigation and a grouping of 

HRM practices was initially used to examine the data. In this study, the multiple 

method approach was used to examine the phenomena of HRM practices in 

Indonesia Quantitative data was derived from a survey using a sample of 

Indonesian enterprises while qualitative data was obtained through case studies of 

two enterprises. The case studies utilised multiple sources of evidence of 

interviews, direct observation and documents. The use of the QSR NUD*IST 

computer package was intended to enhance the quality of indexing and the 

analysis of the qualitative data. Thus, methodology issues in this research were 

concerned with the exploratory approach of this research study. 

160 



CHAPTER 7 

CASE STUDY 1: 

PT TELEKOMUNIKASI INDONESIA 

THE OBJECTIVES OF THIS CHArTER 

The objectives of tllis chapter are to examine and analyse the HRM practices in 

PTl Telekomunikasi Indonesia (Telkom). The chapter begins with an overview 

of the organisation's history. Second, the chapter outlines the organisation and 

role of the HR. department within the company. A number of HRM practices 

are examined which include HR. planning, recruitment, career management, 

performance management, training and development, compensation and 

employee relations. Finally, an analysis of the case is presented. 

RESEARCH APPROACH TO THE CASE STUDY 

Data collection for the Telkom case study focused on the corporate human 

resources department in the head office, which is called the HR. directorate. 

Like other management functions in Telkom, the HR. function is centralised at 

the corporate level. The HR. directorate designs HR. policies for the whole 

company. A relatively large number of employees were interviewed due to the 

large size of the HR. department. The list of interviews in Telkom is shown in 

Table 7.1. 

1 PT is the abbreviation of perseroan terbatas which means a limited liability company. 
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Table 7.1 
List of interviewees in Telkom 

No. of 
Job titles of enterviewees interviews 

Director of Human Resources 1 

Director of Engineering 1 

General Manager, HR Development 1 

General Manager, HR Administration 1 

Manager, HR Planning 1 

Manager, HR System and Procedure 1 

Manager, Organisational Development 1 

Manager, HRM Information System 1 

Manager, Recruitment 1 

Manager, HR Administration 1 

Manager, Reward and Punishment 1 

Manager, Occupational Health and Safety, and Welfare 1 

General Manager, Centre for Educational and Training 1 

Manager, Assessment Centre 1 

Manager, HR Regional Offices 2 

HR Specialists 12 

Line Managers 4 

HISTORICAL OVERVIEW OF TELKOM 

PT Telekomunik:asi Indonesia, connnonly called Telkom, is a state-owned 

enterprise that holds the licence for domestic telecornmunications2 in Indonesia. 

In 1994, Telkom had approximately 39,000 employees located in 12 

2 While Telkom holds the license for domestic telecommunications, Indosat, a 
partially privatised state owned enterprise, is the primary provider of international 
telecommunications services. 
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telecommunications regions throughout the 27 provinces of Indonesia, with its 

head office in Bandung, West Java. In the third quarter of 1994, sales were 

recorded at Rp 2,751 billion and expenditure was Rp 2,216 billion3 

(approximately US$1 billion)4 (Telkom, 1994, p.4). 

Organisational History 

The origins of Telkom date back to the beginning of telecommunications in 

Indonesia which started when the telegraph line was opened in October 1855 by 

the Dutch colonial government. The first telephone was connected in October 

1882 by a Dutch private firm. By 1905, there were 38 telecommunications 

firms operating in the country. In 1907, the colonial government took over the 

whole operation and formed the Post, Telegraaf en Telefoon Dienst (Post, 

Telegraph and Telephone Service, abbreviated as PIT Dienst) w~ch became a 

division of the Departement van Gouvernementsbedrijven (the Department for 

Government Corporation). It has since been run as a monopoly by the 

government (Ramadhan, 1994). In 1931, PIT Dienst started its operation as a 

state-owned company based on the Indonesische Bedrijven Wet (Colonial 

Government Corporation Law, abbreviated as IBW). Most of the technicians 

were Dutch nationals. According to Ramadhan (1994), in 1920 there was only 

one Indonesian technician. Before World War II, PTT employees organised 

themselves and demanded that the Dutch management should improve their 

treatment of Indonesian employees. They particularly demanded a more 

equitable compensation system 

3 The Indonesian currency is the Rupiah (Rp). 

4 At the time of the release of Telkom company report in 1994, the exchange rate 
was Rp2,200 to the US dollar. 
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' In the Second World War, Indonesia was occupied by the Japanese and a large 

part of the telecommunications operation was used for the Japanese war effort. 

The war period turned out to be a good development opportunity for 

Indonesian employees. As the Dutch left PTT and were replaced by , the 

Japanese, many supervisory and managerial positions were filled by Indonesian 

nationals. A great number of Indonesians were trained as technicians and 

gained experience using the more advanced telecommunications technology 

required during the war. 

In addition, employees were trained by the Japanese as a para-military force 

(called Tsusintai or the PTT Central Troops) to fight against the allies. During 

the struggle for Indonesian independence, telecommunications operations 

played a very important role in domestic and international communication. The 

Indonesian employees at PTT fought against both the Japanese and the allies 

(including the Dutch) to take control of telecommunications. The name 

Tsusintai was changed to Angkatan Muda PTT or the PTT Youth League. 

Many employees died during the armed struggle. 

In 1961, the government changed the Dutch state-owned company law of IBW 

into Perusahaan Negara (abbreviated as PN) which literally means government 

enterprises. PTT then became PN Pos dan Telekomunikasi. The PN status 

emphasised the preclusion of private sector participation in selected economic 

activities which was in accord with the socialistic political climate of the 

'Guided Economy' (see Chapter 2). In essence, the PN status of the 

government enterprises emphasised their service to the public and they refrained 

from profit making ventures. The expansion of services and the advancement 

of technology in telecommunications were the reasons for the government to 

separate the telecommunications from the postal service in 1965; following this 
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PN Pos dan Telekomunikasi was split into two companies - PN Pos dan Giro 

(Post and Gyro) and PN Telekomunikasi. 

In 1965, the telecommunications company was again affected by political 

turmoil in the country when there was an attempted coup by the Partai 

Komunis Indonesia (Indonesian Communist Party), commonly known as PKI. 

Employees who were members of Serikat Buruh Pos dan Telekomunikasi (Post 

and Telecommunications Labour Union, abbreviated as SB Postel) which was 

affiliated to the PKI, took over the central telegraph office in Jakarta on 30 

September 1965. At the same time the central telephone office was in the 

hands of the PKI (Ramadhan, 1994). Following the failure of the coup, the PKI 

and its affiliated organisations were banned by the New Order government. 

After the coup attempt, loyalty to the nation by the civil servants, especially PN 

Telekomunikasi employees, was emphasised. Loyalty was reflected by 

adherence to the national ideology of Pancasila5 (the Five Principles) and the 1 

Undang-undang Dasar 1945 (UUD 1945) or the 1945 Constitution. 

In the early 1970's, the government restructured state-owned enterprises to 

reduce their reliance on state funding. In 197 4, the company became a 

Perusahaan Umum (abbreviated as Perum) or public corporation and the 

company was named Perum Telekomunikasi which was abbreviated to Perumtel 

(Annual Report, 1993; Corporate Plan, 1994). The company became a semi-

subsidised public corporation which held more autonomy than the PN state 

enterprise. Perumtel was expected to generate income while still providing a 

public service. The company was given a monopoly over public 

5 As discussed in Chapters 3 and 4, the Pancasila was established as the Indonesian 
national ideology in 1945, when Indonesia proclaimed its independence. The five 
principles in the Pancasila refer to Belief in God, Humanity, National unity, 
Democracy and Social Justice. 
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telecommunications for both domestic and international services. The 

monopoly right was · granted by the government with the intention of 

telecommunications playing a role as an agen pembangunan (agent of 

development) (Ramadhan, 1994). This meant that Perumtel had to serve the 

country's needs by providing a telecommunications network to various 

geographical areas regardless of business viability. In 1991, the government 

changed Perumtel's corporate status of state corporation (Perum) to a limited 

liability company (Perusahaan Perseroan, abbreviated as Persero ). This 

marked a shift in commercial orientation from an enterprise receiving a subsidy 

to a government firm which was subject to commercial law as a private 

company. In that year, Perumtel changed its name to PT Telekomunikasi 

Indonesia (Persero) - abbreviated to PT Telkom or Telkom 

Worldwide, changing technology has had a tremendous impact on the 

telecommunications industry. These changes have not only affected the 

telecommunications equipment industries, but have also affected existing 

telecommunications operators and have given opportunities to new entrants. 

The merging of telecommunications and computer technologies has allowed 

new service competitors such as computer and cable television companies to 

emerge. Moreover, newly developed local area networks (LANs) no longer 

depend on telephone companies. These more advanced operating systems 

support high information transmission requirements, yet are able to keep costs 

down and provide customers with more control and security (Suda, 1994; 

Widjanarto, 1994). 

In all countries, information has become a fundamental factor in business, thus 

efficient telecommunications infrastructure and services are critical prerequisites 

for economic development. The Indonesian government considers 

telecommunications to be a strategic investment for the economy to maintain its 
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national competitive advantage and to participate effectively in the global 

economy. In addition to the important role of telecommunications for 

Indonesian regional development, the government plans to match the 

telecommunications perfonnance standards of its East Asian economic 

competitors. To achieve these objectives, the government will be relying mainly 

on private sector investment and expertise, in an increasingly co~etitive, 

multi-operator environment (World Bank, 1995:8). 

Indonesia must embark on the path of liberalising telecommunications. As one 

of the signatories to the Ministerial Declaration signed at the conclusion of the 

GATT Uruguay Round in December 1993, the Indonesian government has the 

task of ensuring its domestic legislation and regulatory structures are in line 

with the obligations of the GATT Treaty (now the World Trade Organisation, 

WTO) and the related General Agreement of Trade in Services (GATS) 

(Setiawan, 1994). The GATS agreement requires that member countries 

negotiate on the progressive liberalisation of trade (Raiche, 1994). 

The government took initial deregulation measures by enacting the 

Telecommunications Law in 1989 to facilitate the introduction of new 

technologies and to stimulate the growth of the telecommunications sector by 

tapping the resources of the private sector (World Bank, 1995:3). While the 

law permitted private sector participation in the provision of non.:basic 

services6, Telkom still holds the ownership interests in all basic service 

operations of domestic services. Further liberalisation was instituted when 

decrees promulgated in 1993 pennitted private sector participation in the 

6 In general, basic services involve the delivery of information between sender and 
receiver without processing or modification and include telephone, telex, telegram 
and leased circuits. Non-basic services are defined generally as services resulting 
from the ability of computers and sophisticated telecommunications facilities to 
process and modify the form of data contained therein. Examples of these services 
include facsimile, electronic data interchange and E-mail (World Bank, 1995:3). 
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provision of basic domestic telecommunication services through the 

establishment of management agreements, joint operation schemes or joint 

venture corporations with Telkom (World Bank, 1995:3). These developments 

signifed that Telkom had lost its monopoly and now faced competition. 

Telkom underwent partial privatisation during Repelita VI 1994-1999 

(Indonesia's five year plan). This aimed to achieve greater efficiency as Telkom 

was open to increased scrutiny through stock exchange disclosure requirements 

and continuous evaluation by investo~s (World Bank, 1995:9). 

Demand for telephones in Indonesia still exceeds supply. Sophisticated 

telecommunications services, which are needed for businesses to compete in the 

global market place, are in their infancy. With an average of 1.3 line units per 

100 people in 1994, Indonesia is regarded as a country with a low telephone 

density compared to its neighbouring countries such as Malaysia (10 line units), 

Thailand (2.5 line units) and the Philippines (1.7 line units) (ITU, 1994). For 

Repelita VI 1994-1999, the government aimed to provide 5 million line units in 

addition to the existing telecommunications capacity of 1. 8 million with the 

hope that Indonesia could reach 3.6 line unit teledensity (telephone density) in 

1999 (Setyanto, 1994). The successful call rate (SCR) in Indonesia is 44% for 

automatically dialled local calls compared to Japan (83% ), Malaysia (50% ), and 

Singapore (70% ); long distance direct-dialled calls in Indonesia is 36% (World 

Bank, 1995:20). These figures indicate that Indonesia is lagging far behind in 

telecommunications services compared to its economic competitors. To qate, 

Telkom has undergone a series of changes toward greater corporatisation and 

commercialisation. These changes have been made in response to the 

government's pursuit of efficiency improvements in the telecommunications 

sector. 
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Telkom's Organisational Structure 

Telkom is managed by a Board of Directors headed by a President Director. 

The organisation is structured on the basis of its functional activities, namely 

engineering, network development, marketing, operations, finance, and human 

resources. Each function is headed by a director, together they form the Board 

of Directors. The organisational structure of Telkom is shown in Figure 7.1. 

The supporting units under the corporate headquarter are corporate planning, 

research and development, education and training, information and technology, 

and internal audit. Telkom is under the auspices of the Minister of Tourism, 

Post and Telecommunications. The directors are appointed by and accountable 

to the Minister of Finance. 

Organisational Strategy 

The change of corporate status from state corporation (Perum) to limited 

liability company (Persero) as discussed earlier marked a shift in the commercial 

orientation of Telkom This change required Telkom to make a long-term 

corporate plan fo_r five years and a yearly work plan budget for better control by 

management and the government (Pangestu, 1996). Telkom's stated mission 

and vision are incorporated in the 1994 Corporate Plan. Telkom' s mission 

statement is shown in Table 7.2 

The mission statement, as also reflected in various interviews, indicates 

Telkom's realisation of the importance of improving the quality of human 

resources in order to achieve organisational goals. Telkom' s mission is 

elaborated on in its vision statement. Telkom's vision statement is shown in 

Table 7.3. 
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Table 7.2 
Telkom's Mission Statement 

Telkom's Mission 

Te1kom aims to provide telecommunications services, broaden the scope 

of services and enhance the quality of services in transmitting and 

receiving news and information. This is achieved through the 

improvement of skills of human resources and the mastery of information 

technology 

Source: Te1kom's Corporate Plan 1994-1998. 

Table 7.3 
Telkom's Vision Statement 

Telkom's Vision 

• Te1kom strives to provide telecommunications products and services 

to fulfil the needs of the society at large. It aims to apply modem 

management and professional practices and pursue the utilisation of 

the latest technology. It aspires to the best image and best service to 

the stakeholder. 
-

• Te1kom continuously fosters creativity, productivity and the welfare of 

its human resources as it wishes to be the national 'Centre of 

Excellence'. It aims to foster strong commitment to social and 

environmental responsibility. 

Source: Te1konis Corporate Plan 1994-1998 
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ORGANISATION OF THE 

HUMAN RESOURCE DEPARTMENT 

Human Resources at the corporate level of Telkom is a corporate function and 

is called Direktorat Sumber Daya Manusia (Directorate of Human Resources 

abbreviated as Direktorat SDM). The Directorate is represented by the HR 

Director at the Board of Directors. The structure, aim, and role of the HR 

directorate and influences on HRM practices in Telkom are discussed in the 

following section. 

The structure and role of the HR Directorate 

The HR directorate consists of four departments namely HR Development, HR 

Administration, Trajillng and Education, and Assessment Centre. Except for 

the Assessment Centre, which is headed by a manager, each department is 

headed by a general manager. These managers reported directly to the HR 

Director. The formulation of HR policies, both for the regional offices and 

business units, is centralised in the corporate office. The structure of the 

Directorate ofHR is shown in Figure 7.2. 

The HR directorate sets the HR strategy in support of the corporate objectives. 

The HR strategy, as stated in the corporate plan, includes the following aims: 

To increase the professionalism of the Human Resources. 

To improve the educational levels and technical expertise of 

employees. 

To enhance capability in planning and recruitment. 

To foster open management. 

To develop the organisation and quality of the training centre. 
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Figure 7-2 
Structure of the Telkom Human Resources-Directorate 
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The HR Development department comprises a number of sections namely: HR 

Planning, Compensation and System and Procedure, Organisational 

Development and the Human Resource Management Information System 

(HRMIS). The HR Administration department comprises of Recruitment, 

Personnel Administration, Reward and Punishment, and Health sections. Both 

departments are staffed by approximately 175 employees. The role of each HR 

section is briefly discussed in the following section. 

The HR Planning section plans the needs of human resources to be recruited, 

planning the education training activities for employees at graduate and 

postgraduate levels and placing them on their return from study. 

The Compensation and System and Procedure section develops and revises 

HR policies and regulations. The major task of this section is setting policies 

for compensation. 

The Organisational Development section drafts and reviews the organisational 

structure at all levels of the organisation and its corresponding job flow. 

The Human Resource Management Information System (HRMIS) maintains 

the information system for all employees. 

The Recruitment section is in charge of recruitment and selection of employees 

at higher levels. The section also manages various selection and screening 

activities for administration purposes, such as selection for training and 

development, promotions and transfers. 
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The Personnel Administration section manages the administration of transfers 

and promotions, and maintains personnel data. 

The Reward and Punishment section organises non-monetary rewards and 

deals with employee disciplinary issues. 

The Occupational Health, Safety and Employee Welfare section deals with 

health and safety measures, public service employee organisations, sport and 

recreation, religious activities, company housing, employee insurance, and 

family affairs, such as marriages and divorces. 

The Assessment Centre conducts assessment for senior managerial level. The 

centre was opened in 1990 and was the first of its kind in fudonesia. It also 

provides assessment services for organisations outside Te1kom More details of 

the Assessment Centre are discussed in Career Management section of this 

chapter. 

The Education -and Training Centre is located at the corporate office. The 

centre provides assistance to the training centres in the regions. The role and 

activities of the centre will be further discussed in the Training and 

Development section of this chapter. 

Influences on HRM Policies and Practices in Telkom 

HRM in Te1kom originated from civil servant personnel practices. Law No. 8 

(1974) clarified Public Sector Personnel policies regarding the rights, 

obligations and development of public servants (SANRI, 1993). The policy 

encompassed life time employment, a seniority based system, and loyalty to the 
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national ideology. As discussed previously, Telkom has evolved from a state

owned enterprise that initially operated as a government agency (Perusahaan 

Negara), to a public corporation (Perum), and finally a limited liability company 

(Persero). These changes marked a shift in status from a fully government

subsidised agency to an enterprise whi~h must operate as a private entity. 

Consequently, the management of its human resources has also changed. When 

Telkom was operating as a government agency, employees had the status of 

civil servants (Pegawai Negri). When it became a public corporation, the status 

of the employees and their salaries were recognised by a special government 

regulation different from the civil servants. Once Telkom was granted the 

status of a limited liability company, the employees were recognised via 

regulation as employees of a private enterprise. 

Since becoming a limited liability company, Telkom has gradually exercised its 

independence from the civil service approach to managing human resources. 

Many personnel practices have taken new forms, such as the grading and salary 

system However, some civil service practices remain, like civil servant 

uniforms. Those practices which are associated with political motives have a 

profound impact on HRM practice, particularly the use of the loyalty appraisal. 

The most notable feature is reflected in employees' compulsory membership of 

Korps Pegawai Negri (Corps of Civil Servants, abbreviated as Korpri) (see also 

Chapter 5). Korpri is affiliated with the government's ruling party Golongan 

Karya (abbreviated as Golkar). 
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HUMAN RESOURCE MANAGEMENT POLICIES 

AND PRACTICES IN TELKOM 

An examination of HRM policies and practices detailed in this section will focus 

on HR planning, performance management, hiring practices, training and 

development, career management, compensation system and employee 

relations. 

Human Resource Planning 

Human Resource planning in Te1k:om is carried out centrally by the head office. 

The HR planning section estimates the number of employees needed by the 

enterprise. The figure is calculated by using an efficiency ratio which is derived 

from comparing the projected level of operating telephone line units and the 

number of employees. As formulated in the long-term corporate plan, Te1kom 

plans a rapid business development with a high increase in telephone line units 

over the period 1994-1998. As the business develops, the number of employees 

will also increase. The HR plan aims to increase the technical background of 

the majority of employees. According to Te1kom's 1994 Corporate Plan, it 

was intended that by 1998, the proportion of employees with technical and non

technical backgrounds would reach 70% and 30% respectively, compared to 

60% and 40% in 1994. Te1kom also aims to have a more educated work force. 

In 1994, 74% of the employees had a high school background, 6% had a 

diploma and 7% were graduates. By 1998, Te1kom plans to achieve 65%, 

20%, and 15% respectively. The regional offices and business units plan their 

HR needs based on the above formula as set by the corporate office. 
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Perlormance Management 

Employee performance in Telkom is managed through the application of 

Sasaran Kerja Individu (individual work target, abbreviated as SKI). The 

instrument is based on the management by objective (MBO) approach and is 

used for employees at supervisory and managerial levels, ie. employees in 

grades 19 to 1 (highest grade). The corporate plan determines company goals 

for the long-term (five year) and short term (one year). These goals are the 

basis on which managers set their work targets. In turn, managers translate 

their work targets into key performance areas (Bidang Prestasi Kunci, BPK) 

from which the individual employee derives her or his work target (SKI). The 

SKI system was established in 1990 in the drive to increase employee 

productivity. The SKI appraisal was adopted to overcome the limitations of the 

existing loyalty evaluations. 

There are problems inherent in the SKI system, however. Apart from problems 

in the appraisal of SKI, which will be discussed in the following section, various 

interviews indicated that there is a lack of clear linkage between managers' and 

the company's goals. In addition, government programs external to job tasks, 

such as attending government meetings and being committee members of 

government task forces, have added to the work load, particularly of senior 

managers. The additional load has an impact on the achievement of the 

individual job tasks. The following comment from a manager highlights the 

problems: 
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Although the MBO approach is helpfu.l in setting some job targets, 

there are other duties which are not included, yet demand 

considerable time and effort. These duties are mostly work related 

to the government as a consequence of being government 

employees. 

Appraisal System 

Telkom utilises individual and unit appraisal. The individual appraisal consists 

of loyalty appraisal and employee performance appraisal. The unit appraisal 

measures the performance of departments, such as the R&D Department, and 

business units. Each appraisal is explained in the following section. 

Loyalty Appraisal. Telkom continues to use the appraisal instrument for 

public servants which is called Daftar Penilaian Pelaksanaan Pekerjaan 

(abbreviated as DP3) for all employees. The elements which are evaluated 

include: work performance, responsibility, loyalty, honesty, cooperation, 

attitude and initiative. In addition to these elements, employees at managerial 

levels are also appraised on the basis of leadership qualities. Despite its 

original design for appraising various criteria, in practice, the emphasis of DP3 

is on loyalty to the state and state ideology of Pancasila and the 1945 

Constitution. DP3 results influence various personnel decisions, such as 

training, promotions, grade and pay rises. Unless an employee is identified as 

against the state ideology, the results of appraisal are usually 'very good' (ie. top 

scores between 90 to 100 out of 100 are achieved). Some reasons for this 

general laxity in appraisal were expressed by a manager : 
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We can't give a strict assessment. If he has no salary or rank increase, 

what impact would that have on his or her family? Well, everybody in 

the company does it that way anyway. And we all know that it's not an 

objective assessment. After all we can't be too harsh on employees ..... . 

Thus, the very high scores on the loyalty appraisals have resulted in ~ost all 

employees in the company obtaining the automatic salary rise every two years 

and grade rise every four years. 

SKI Performance Appraisal. The SKI appraisal focuses on measuring 

employee performance. As noted earlier, the SKI appraisal augments the 

ineffectual DP3 appraisal. Subordinates and their, superiors meet at the 

beginning of the year to establish the goals to be achieved by subordinates. 

Subordinates prepare repprts quarterly, outlining the progress and problems in 

achieving the goals. The reports are followed by counselling sessions betw_een _ 

superiors and subordinates for performance feedback. At the end of the year, 

subordinates are appraised on the extent to which the employee's target is 

achieved. 

The SKI performance appraisal faces various problems. The line managers 

appear to have problems in implementing the SKI system Several HR. 

managers stated that this was due to the lack of training in the use of the 

appraisal since the inception of the system, especially in the administration of 

the appraisal. Other problems described by line managers indicated that the 

appraisal is complex and time consuming. Moreover, the results of appraisal 

are not used for any personnel decisions. Employee development and career 

moves continue to ~e decided without consulting the performance appraisal 

results. Consequently, SKI is not widely used. In some departments that 

implement the system, appraisal is conducted for the sake of formality and 
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procedures and getting perlormance ratings. In these departments, results are 

virtually ignored. Counselling sessions are not always conducted and very little 

perlormance feedback is provided to employees. The following comments from 

some managers highlight the problems: 

The SKI is very complicated. We have to include a lot of things, yet 

there is no follow up for what we do with the SKI 

We did it when it was newly launched. But after a while, we stopped 

doing it. The appraisal is not realistic and I couldn't see much use in 

it. 

My manager uses the SKI. But promotions seem to be done in the old 

way. We still have to wait for nearly 4 years before our promotions are 

considered. 

A few managers interviewed commented that the results of the appraisal, both 

the DP3 and SKI, do not reflect true job perlormance. Managers were 

reluctant to provide negative feed back to employees. Various interviews 

indicated that negative feedback and open criticism is culturally unacceptable. 

In line with the use of SKI for employees in supervisory levels, the perlormance 

of lower level employees, ie. grade 20 to 25 (lowest grade) is managed by the 

use of an 'individual activity book' (Buku Kegiatan Perorangan, BKP). 

Employees are required to write reports daily and supervisors inspect these 

reports weekly. Like SKI, this is perceived as a burden rather than a- valuable 

instrument. 
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Unit Performance Appraisal. As a state-owned enterprise, Telkom is 

required to conform to the performance standard measures posed by the 

government. The standard includes liquidity, profitability and telephone success 

call ratio (SCR). These measures are in turn set for the business units on the 

basis of which unit performance is appraised. The result of unit performance 

detennines the amount of pay for the performance component of the salary 

received by employees working in the unit. This unit performance appraisal 

method has raised some concerns with regard to equity issues. The level of 

business activities of the business units in the regions vary greatly. There is a 

perception that employees in busier units work harder. This has resulted in 

problems with the perceived equity in pay, which will be discussed further in the 

Compensation section in this chapter. 

Hiring Practices in Telkom 

It has been relatively easy for Telkom to attract employees. Various interviews 

revealed that employees are attracted by the historically prestigious status of 

civil servants in Indonesian society. It is believed that rather than being driven 

by profit motives as is the case with private enterprises, government enterprises 

and their employees serve the country and society. Moreover, government 

employment is perceived to be more Stable than employment in private 

enterprises because there is a guarantee of job security and dismissal of 

government employees is very difficult. In addition, retirement benefits are 

guaranteed. Recruitment and selection processes for all employees are carried 

out entirely by the HR. staff in the recruitment section. There is no involvement 

of line managers. Recruitment of lower level employees in grades 25 to 23 is 

carried out in the regional offices, while those in grades 22 and above are 

recruited by the head office .. 
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Recruitment and selection of members of Board of Directors is the sphere of 

the central government. At the time of research, the directors of HR. and 

Marketing were retired military officials who had been appointed by the 

government. 

Obtaining Job Applicants 

Telkom seeks applicants through the use of advertisements in the mass media. 

The advertisements are targeted at school and university leavers. Though to a 

lesser degree today, Telkom continues its practice of providing scholarships 

which are followed by ikatan dinas (work contracts), a typical practice carried 

out by the government to obtain employees. Telkom is the primary recruiter of 

graduates from Telkom's Telecommunications Institute of Technology (STT 

Telkom). Telkom also recruits directly from universities. 

Employee Selection 

Selection processes include the administration of psychological, national 

ideology and knowledge tests as well as a health check and personal interview. 

As noted earlier, Telkom employees continue to hold the status of government 

employees. For this reason, the national ideology test is mandatory for 

selection purposes. The knowledge test measures applicants' mastery of their 

respective academic field. For example electrical engineering graduates are 

tested in the field of electrical engineering. The psychological tests include 

intelligence, personality, and attitudes to work. 
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Educational qualifications are the primary consideration in recruitment. These 

qualifications determine the level at which people are employed. New 

employees spend approximately two years at these entry levels before they are 

placed in their designated grade. Thus, diploma, graduate, masters, and 

doctorate degree holders are admitted to grades 19, 18, 17 and 16 respectively 

and, after two years, are placed in grades 11, 9, 8 and 7. During this 

introductory period, employees hold the status of calon pegawai (prospective 

employees). They are nominated as pegawai perusahaan (permanent 

employees). Passing the ideology and health tests is the prerequisite for this 

promotion. 

Except for members of the board of directors noted earlier, Telkom does not 

recognise prior work experience of applicants because entry levels are 

detennined on the basis of educational qualifications. Thus, Telkom practises a 

seniority system which allows only base-level recruitment. As a consequence, 

this system precludes lateral recruitment of those who potentially could fill 

managerial and exec;utive positions. In the past, the inability to recruit at senior 

levels was not detrimental due to the fact that Telkom had been the only source 

of expertise in telecommunications. However, the rapid changes in technology 

in recent decades and the increasing demand for Telkom to be more 

commercialised have, according to managers interviewed, highlighted the 

limitations of the recruitment system 

Training and Development Practices 

As a state-owned enterprise responsible for an important component of national 

infrastructure in the country, Telkom has received a great deal of support from 

the government. This support was provided especially in the days when the 
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enterprise was fully subsidised. The lack of telecommunications skills in the 

country led to the establishment of a significant telecommunications training 

centre in 1968. For many years, it offered Bachelor's degrees in 

Telecommunications Engineering. The training centre was the largest 

telecommunications training centre in South East Asia and has played a 

significant role in the provision of skilled telecommunications personnel for the 

country - both for the company and other institutions that operated 

telecommunications facilities. 

Today, Telkom's training centre no longer provides degree programs. In 1990, 

the Sekolah Tinggi Teknologi Telekomunikasi (Telecommunications Institute of 

Technology, abbreviated as STT Telkom) was established. The Institute had 

over 3,000 enrolments in 1994. The Graduate School of Management (Sekolah 

Tinggi Manajemen Bandung, abbreviated as STMB) was established in 

cooperation with the Asian Institute of Management from the Philippines. The 

school offers a fee-paying MBA program for both Telkom employees and the 

general public. STT and STMB have formed the locus for employee 

development. Cooperation with international telecommunications providers and 

bodies has provided various programs for employee development. These 

activities include training and development programs as. well as visits to 

business partners such as Singapore Telecom, French Telecom, PTT 

Netherlands and Telstra in Australia. 

Since its earliest years, Telkom has encouraged a great number of employees to 

upgrade their level of education. The training centre in the head office 

continuously carries out upgrading programs and provides internal accreditation 

(penjenjangan) which is a precondition for promotions. The programs 

upgrade employees to high school, diploma and undergraduate qualifications. 

University degree programs, which include diploma, undergraduate and 
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postgraduate degrees (masters and doctorate levels), are also undertaken both 

in Indonesia and overseas. These programs are usually funded by scholarships 

which are sponsored by the government and through bilateral and multilateral 

cooperation with countries such as Germany and the Netherlands, and 

international sponsoring bodies such as the World Bank, the United Nations 

Development Programs (UNDP), and the Asian Development Bank (ADB). 

Other shorter training and development activities are conducted in-house and 

externally, and in Indonesia and overseas. These training and development 

programs are held in cooperation with consultants, universities and other 

educational institutions. Employees also attend various seminars and 

workshops. Most in-house training activities are conducted in the Pusat 

Pendidikan dan Latihan (Centre for Education and Training, abbreviated as 

Pusdiklat) at the head office and to a lesser degree in the training centres at the 

regional offices (Diklat Wilayah). 

Main Training Programs of the Pusdiklat 

The main training activities conducted by Pusdiklat include technical training in 

telecommunications; functional training in areas such as marketing, finance, 

HRM, and logistics; and training for various supervisory and managerial levels. 

These training programs are discussed briefly in the following section. 

Technical training aims to teach skills for operating telecommunications 

transmissions and switching equipment. The technical training pro grams are 

often linked with purchase contracts for equipment. Rank and file employees 

who have undergone this sort of training include those transferred from non

technical to technical jobs. 
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Functional training provides marketing, finance, HRM, and logistics upgrading 

programs. These programs are designed for employees at supervisory levels and 

are available to employees already working in the functional areas. 

Supervisory training (Kursus Penyelia) is designed for employees at 

supervisory levels or those who are preparing to be supervisors. 

Leadership training (Kursus Pimpinan) is conducted for employees preparing 

for or already in managerial levels, namely managers, general managers and 

executives. Leadership training is held in cooperation with universities, 

co~sultants and government bodies. The training aims to provide leadership 

skills for management as well as knowledge about the national ideology. 

New employees attend an induction period of three months class-room and one 

month on-the-job training. This training is to familiarise new employees with 

Telkom' s organisation and system and procedures, as well to enhance their 

understanding of the national ideology. 

There has been great concern within Telkom that the current training and 

development activities do not provide sufficient skills for employees to 

effectively do their jobs. Managers interviewed for the case study were 

concerned with the relatively low level of employee education and technical 

background. In 1994, only 13 percent of employees held a university degree (6 

per cent graduates and 7 per cent diplomas) and 46% had a technical 

background. The Director of Engineering described the situation: 
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The employment structure in Telkom is poor. Telkom is highly 

technologically oriented and we definitely need people with high skills 

in technology. However, less than half of the employees have a 

technical background. What makes things worse is that many of these 

people are now doing administrative jobs. 

The rapid changes in telecommunications technology in recent years mean that 

Telkom is utilising increasingly more advanced technology. Despite the large 

number of employees, there is a lack of skills needed by the organisation. A 

frequent remark in the company amongst managers is 'banyak tapi tak cukup' 

which means 'plenty but not enough'. A regional HR. manager stated that nearly 

half of the employees in his region were older people and there were difficulties 

in training them In fact, 42 % of Te1kom's total employees are aged above 40 

years (22% between 40-44 and 20% above 45 years) and over 80% of this 

older group only have primary or high school education. 

Various interviews revealed that the training centre was having problems with 

the quality of their training programs. It is believed that many instructors are 

poor teachers. Many instructors were under-performing employees who were 

transferred from other parts of the company to the training centre. Moreover, 

the curriculum does not respond to the needs in the work place. It appears that 

many training activities are designed without prior identification o'f the training 

need in the organisation. Programs are not well targeted which has resulted in 

low patronage. As a line manager noted: 

As for the training programs, [the training centre] only prepares what 

they know. We are rarely consulted about our needs. 

188 



At the time of research, a preliminary attempt was carried out in some business 

units to detennine training needs. The planning manager for training explained 

that business units needed relatively hew' expertise such as skills for dealing 

with tax, imports, sales~ship and market surveys. This new expertise, 

however, was not offered in the current training programs. 

There were also concerns that after training, employees were not placed in the 

appropriate jobs. As the HR. director noted, 

A number of those returning from overseas education are placed into 

'temporary places: As the HR department sent these employees, the 

department should know where these employees should return. 

Training programs and other staff development activities are often carried out 

because there are some funds left over from other projects. Telkom plans that 

training in the future should be related to career paths and that training per 

employee will be doubled. In the corning restructuring program, the training 

centre is expected to be a profit making division like other business units in 

Telkom 

Career Management in Telkom 

Telkom has recently adopted a dual ladder career path system whereby 

employees can choose between two career paths: technical specialist (spesialis, 

abbreviated as SPE) and managerial (manajerial, abbreviated as MAN). While 

the lower grades (STAF) from grade 25 to 16 are operational levels, the career 

path accommodates grades 15 to 1. The paths consist of career areas pertinent 

to Telkom's functional areas which include telecommunications operations, 

marketing, finance and HR. Each career area is further divided into sub-areas. 
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This career system pennits employees to change career between sub-areas, 

between areas within a path, and to cross paths between specialist and 

managerial. 

Each career path contains career ladders. There are four career ladders in the 

managerial path: supervisors, functional managerial, general managerial and 

executive. Similarly, there are four ladders ill the specialist path: expertise 

within busilless unit, regional, national, and illternational levels. The career path 

system is newly developed and career movements such as promotions and 

transfers have not used the system 

Employee Transfers 

Transfer (mutasi ) in Telkom has been important particularly ill providillg 

employees with a change from assignments ill remote areas. As historically 

telecommunications throughout Indonesia have develo£ed from Java7 , most 

Telkom employees are origillally from Java. The regions outside Java are 

diverse, and generally are less developed. Placements outside Java are regarded 

by many employees as hardship postillgs. As a consequence, rotations to more 

attractive regions and, more importantly, repatriation to Java is expected. 

Accordillg to the 1994 HR Admillistration report, approximately 2500, or over 

8 percent of total employees, were on the move annually between 1991 and 

1994. As stated by a regional HR manager, this relatively high rate of employee 

transfers consumes a great deal of management time and is a high cost activity. 

7 Java is the most developed island in Indonesia. As discussed in Chapter 2, Java 
has been the focus of development since the colonial period. Its inhabitants are 
mostly the Javanese ethnic group which comprises about 70% of the population of 
Indonesia (Vreeland et al., 1993). Also see the map of present day Indonesia in 
Figure 3.1. 
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Promotions 

Promotions generally entail assignments to more challenging jobs which very 

often involve moving to different geographical locations. Promotions are 

subject to two requirements: first is the availability of formasi (vacant 

positions); and second a good disciplinary record, health, and DP3 loyalty 

appraisal as discussed earlier. 

A promotion means a one-grade increase; skipping grades is not a common 

practice in Telkom Movements of employees in transfers and promotions are 

determined on the basis of the grades rather than employees' skills. Though 

promotion at senior managerial levels utilises data on employee potential from 

the assessment centre, which will be discussed later in this section, information 

on employee performance is not used. The absence of links between 

performance appraisal and promotion highlights Telkom' s seniority system 

Generally, employees are transferred and promoted because the new locations 

have vacancies in certain grades. Similarly, employees are seen more as 

holders of grades rather than of skills or expertise. The involvement of 

employees as well as line managers is minimal in transfer and promotion 

decisions. Moreover, employees have no right of refusal. In the Management 

Report of HR. Administration Department 1991-1994 (Telkom, 1995), it is 

stated that: 

In essence, promotions and transfers are not the right of employees. 

They are rewards awarded by the company to employees who meet the 

requirements (writer's translation, p.9). 
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HR. managers hold exclusive authority in these matters. When transfer and 

promotion occur, the HR. selection and HR. administration sections search the 

personnel data that is confidentially maintained. Promotions for higher grades 

(grade 5 and above) are centralised and decided by a committee in head office 

(Dewan Jabatan dan Kepangkatan, abbreviated as Wanjak). Promotions for 

lower grade employees are decided by a committee at the regional level (Sidang 

Jabatan, abbreviated as Sijab). There appears to be a perception that the 

promotion decisions often lack fairness. This seems to be due to the lack of 

openness and consultation in the process. 

While promotions are regarded as rewards, transfers are considered 

assignments. They often entail assignments to new jobs unrelated to previous 

training and experience. This approach, therefore, has resulted in a great deal 

of mismatch between employees' skills and the job in the new location. As one 

employee explained: 

I was trained in [country X] for one year in marketing. I was excited 

when I got back and had so many ideas about what I would do with what 

I learnt. But shortly after my return, I was promoted to HR. I had no 

background in HR and I had to learn everything and this has taken a 

long time. 

As a result of the seniority system, older employees holding higher grades often 

become an impediment to the promotion of young employees. As an employee 

put it: 
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I'm waiting for my promotion and I want to continue working in this 

department because I've learnt much about this job. But I don't think I 

can be promoted here because there is no vacancy. The grade I'm 

going to is 'occupied' by an elderly clerk. I guess I have to move. 

Telkom employees, nevertheless, are dedicated and loyal, as illustrated in the 

following comments: 

It is true that people are moved around without knowing why and 

whether the job this time round will be usefu.l for future jobs. If this 

practice is somehow good for the company, all we do is try our best. 

I was promoted to this job which is quite different than my previous one. 

But I can see that the company trusts me to do this job. This is really an 

. honour. 

My training was quite different to my present job. It was a bit difficult 

at the beginning. But I've been trying hard and I think I'm now doing 

well. I'm happy because I can give the best to the company. 

Some employees accept tasks assigned to them as a sign of loyalty. Other 

employees, however, as reflected in the previous employee's comment, are 

frustrated due to unstructured transfers, though they stay in the company. 

Telkom Assessment Centre 

As noted earlier, the Telkom Assessment Centre conducts assessment for senior 

managerial levels. The Centre focuses on assessing skills and the potential of 
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employees by measuring administrative and interpersonal skills, using 

psychometric tests and work simulations. These tests include aptitude tests, 

psychological tests, in-tray exercises, business games, and presentations. Skills 

measured include oral and written communication, leadership, judgment, 

persuasiveness, planning and organising. The assessment sessions are 

videotaped for analysis by assessors. Information obtained from the assessment 

centre is primarily utilised for promotional purposes. Other uses, such as for 

training and development and career development, however, are still very 

limited. 

Compensation System 

Telkom's compensation system has undergone a major change since 1994, 

departing from the public service pay practices. The pay structure in the public 

service system was on the basis of the grade system determined by employee 

seniority, whereby a grade rise took place automatically every four years and a 

pay rise every two years. The new salary is structured on the new 25 grading 

system The monthly system of compensation consists of four components, 

namely basic pay (based on employee grade), cost of living allowance, 

performance pay, and position allowance. There are various benefits and 

bonuses. 

The adoption of the new compensation system aims to increase the productivity 

of employees. This is reflected in the introduction of the component of pay for 

performance which is determined on the basis of unit performance. The level of 

pay for performance is determined by employee grades, while the amount of 

pay for performance is determined by unit performance. As noted earlier, this 

pay for performance system has raised issues of equity in pay in Telkom The 

level of pay for performance is determined on the basis of employees' grade 
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regardless of the diversity in business activities of business units. This has led 

to a situation whereby on a given performance result, employees with the same 

grade in a business unit with a high level of business activity and that with a low 

level of activity receive the same amount of pay for performance. Thus, 

individual variation in pay, either within or between business units, is rninimal. 

Many employees consider that 'good' performance results in a unit with a 

higher level of activity are the same as that with a lower level of activity. 

Pay and grade rises are determined on the basis of employees' DP3 loyalty 

evaluation. As a consequence of the automatic good results from loyalty 

appraisal for all employees as noted earlier, grade and pay rises in Telkom are 

automatic. Employees in managerial and specialist levels receive position 

allowances. This rectifies past practices whereby only employees in managerial 

positions received position allowances. In fact, to many employees, the 

managerial path was a means to obtain better pay and was preferable to 

remaining in a technical career. 

The new grading system aims to discontinue the former seniority approach and 

orient pay more towards jobs. However, the new grades were merely 

converted from the old grading system without any consideration of job value 

and job class. Thus, the new grading still carries the old features of the 

seniority system One still can find that an older clerk has a much higher grade, 

and thus also higher pay, than a junior employee with a university degree. 

Similarly, a manager in a business unit may have the same basic pay as those at 

the same grade doing a much less-demanding job somewhere else. As stated 

by the compensation manager in the company newsletter: 
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The present compensation system is ... still very much influenced by 

public service practices, in that the emphasis of pay is on length of 

service and equal pay for equal grade rather than equal pay for equal 

work (Buletin Kita, 2 May 1994). 

The compensation system in Telkom has largely become a deterrent to 

applicants for higher level positions. This, as discussed earlier, is due to the 

current entry-level recruitment system, based on educational achievement. For 

a similar reason, the compensation system at entry level is also a negative factor 

for postgraduate degree holders. 

Responding to a question as to whether Te1kom conducts any salary surveys, 

the remuneration manager stated that 

Telkom has not done any salary surveys. But we have some information 

that Telkom's pay is quite competitive relative to the external market. 

We are competitive to other state-owned enterprises, and even to some 

private companies. 

Thus, although Te1kom' s salary is attractive to lower level employees, the 

compensation system does not attract highly-skilled people and lacks 

knowledge of market rate. 

Employee Benefits in Telkom 

Benefits in Te1kom have evolved from measures to augment the generally low 

salary of public servants. The provision of benefits also reflects the adverse 

social conditions in the past ( eg, allowance in kind, such as rice and soap, and 
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clean water allowances). Together with the changes in the pay system and 

grading system discussed earlier, the benefit system has also been revised. The 

types of benefits are discussed briefly in the following sections. 

The principal employee benefits are as follows: 

• Social Security benefits are provided to all employees as required by the 

government in Jaminan Sosial Tenaga Kerja (Workers' Social Security 

Scheme, abbreviated as Jamsostek). The scheme includes life insurance, 

retirement benefits (pension and health care) and worker compensation 

insurance for work-related accidents. In addition, insurance cover for 

personal accidents is provided. 

• Twelve working days of paid leave is paid to employees annually as well as 

a leave allowance. 

• A long service award is provided to employees who have worked for 

Telkom for 15, 20, 25 and 30 years. 

• A health care scheme is provided for employees and their immediate family. 

The scheme provides comprehensive care and includes dental care, glasses 

and hospitalisation. In some big cities, the medical care is delivered through 

company clinics with full-time and contract medical staff. Telkom also runs 

a mental rehabilitation clinic for its employees. 

• Housing allowances include a loan scheme for purchasing a house and an 

allowance for employees undergoing relocation. Executives are often 

provided with company houses. 
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• There are facilities and allowances for sport, recreation and religious 

activities. Special allowances are provided for employees who undertake 

the Haj pilgrimage to Mecca8. 

• A travel allowance is provided for the first marriage9 and death of parents 

and parents in law. 
/ 

• Uniforms for all employees are provided in kind. 

Bonuses in Telkom 

• An allowance of one-month salary is provided annually for religious 

celebrations such as Rmpadan for Moslem employees and Christmas for 

Christian employees. 

• A bonus which is known in Telkom as the 'production bonus' is paid 

annually to all employees. This bonus is one-month's salary and the 

payment coincides with the beginning of the school year. 

• An annual bonus provided on the basis of the company profit is also paid to 

all employees towards the end of the year. In 1994, employees received a 

, bonus of two months salary. 

8 Some 87% (approximately 170 million) of the Indonesian population are Musliins, 
'but many practise a tolerant, syncretic creed that neither evangelises nor excludes' 
(The Economist, 26 July 1997). It is an obligation for Muslims to go to Mecca to do the 
Haj pilgrimage. 

9 It is acceptable for Muslim men to marry more than one wife. Though this was the 
case in Indonesia in the past, the government has made this more difficult, especially 
for government employees. 

198 



Though Telkom provides a relatively varied incentives and benefits program, 

communication of the value of the program seems to be limited. Employees do 

not readily understand the extent of their total pay (ie. total compensation). As 

one manager stated in his interview: 

Employees who complain that salaries in Telkom are low are those who 

don't appreciate the total amount they receive yearly. They don't see 

that all those benefits and bonuses are part of the salary. They only see 

the monthly salary. 

Nevertheless, many employees are appreciative of the benefits they receive as 

expressed in the following comments: 

Telkom is very caring. We receive various kinds of benefits. This 

shows that the welfare of employees is important to the company. 

There is nothing like working for a company that looks after you well. 

This becomes more apparent when your family is sick. 

At the time of research, Telkom was developing initiatives to relate 

compensation with other HR. practices. For example, there will be a component 

of pay for training already completed. It will also enforce the adoption of the 

SKI performance appraisal system for merit pay to complement with loyalty 

appraisal and augment pay on the basis of unit performance. 
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Employee Relations in Telkom 

Telkom has in many respects departed from civil service personnel practices. 

While many practices have been replaced in an effort to operate as a private 

entity, the company status as a state-owned enterprise entails adhering to a few 

civil service personnel practices. Employee relation practices in Telkom reflect 

the association with the civil service. 

Civil Servant Organisation 

As discussed previously, the 1965 coup resulted in the requirement for civil 

servants to be loyal to the country and the national ideology. To this end, as 

employees of a state-owned enterprise, Telkom employees are automatically 

members of the civil servant organisation Korps Pegawai Negri (corps of civil 

servants, abbreviated as Korpri). Korpri is affiliated with the government's 

ruling party Golongan Karya (Functional Group, abbreviated as Golkar). They 

are prohibited from joining the workers' union. Women employees, together 

with employees' wives, are also members of Dharma Wanita, the women's 

organisation of Korpri. Dharma Wanita is involved in welfare activities for its 

members and the community. 

Grievance Procedures 

Telkom does not have formal grievance procedures within the company. 

Employees are expected to discuss their problems with their supervisors. fu 

practice, employees also use other means for expressing their grievances. Some 
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employees approach the HR. department and others send letters to the mass 

media. Others contact the Vice President of Indonesia's office which handles 

grievances of government employees nationally (well-known as 'PO Box 

5000'). Grievances that reach this office are usually referred back to Telkom 

and the Reward and Punishment section in the HR. department investigates the 

matter further. Commenting on the absence of a grievance procedure in the 

company, the manager of the Reward and Punishment section stated that 

We avoid the accumulation of problems. If the company provides a 

channel, there will be too many complaints and problems to handle. We 

just don't have the capacity to deal with those problems. 

Thus, in addition to a lack of grievance procedures, it appears that there is an 

inability by Telkom management to attend to employees' problems. This 

situation is exacerbated by the fact that, as a few managers noted, some 

employees appear to restrain themselves from expressing grievances openly 

because frank complaints and open conflicts are culturally inappropriate. 

ANALYSIS OF THE TELKOM CASE STUDY 

Findings in the Telkom case study will be analysed on the basis of the 

company's business environment which provides the context to HRM practiced 

by Telkom An analysis of HRM practices include HR. planning, hiring 

practices, performance management, training and development, career 
' 

management, compensation, and employee relations. Analysis of the role of the 

HR. department will also be outlined. 
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TeJkom's Business Environment 

Founded by the Dutch in the late nineteenth century, Telkom had a long history 

of being a government owned enterprise, under the strict management control 

of the Dutch colonial government. Throughout its history, the enterprise has 

played an important role in the economy, which has made it susceptible to 

various political and economic influences from colonial times to the present. 

Telkom has been greatly affected by events, such as World War II in 1940s and 

the political upheaval in the mid 1960s. Due to these experiences, it has 

instilled in the employees the identification of work with service to the country. 

Loy~ty to the national ideology has received considerable emphasis. Telkom as 

the provider of the country's telecommunication infrastructure has been 

regarded as an important agent of development for the country. 

Telkom held the monopoly for the provision of telecomm~cations services in 

Indonesia for nearly a century. However, Telkom has been undergoing 

change, especially in recent decades. Along with technological changes over 

the years, the company's role and orientation has evolved. From a government 

entity that provided services and relied on a government subsidy, Telkom 

progressively has had to operate on commercial grounds and become profitable. 

The telecommunications infrastructure has become the factor which determines 

the competitiveness of all sectors of the Indonesian economy. Liberalisation in 

telecommunications services is a consequence of the developments in global 

telecommunications technology. As signatory to GATS/WTO, Indonesia is 

committed to liberalisation. While the pressure from the external environment 

is increasing, Telkom's efficiency is still relatively low. Service quality and 

reliability are below those of neighbouring countries. Telkom's challenge was 

increased by the government's plan to triple telecommunications capacity before 
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1999. The deregulation measures have meant that Telkom has lost its 

monopoly and now faces competition. 

Human Resource Planning 

Telkom is able to undertake long-term HR planning which is incorporated in the 

corporate plan. The methods used for this planning, however, produce 

misleading projections. As telecommunications services in Indonesia are 

presently at the stage of rapid expansion, the use of the efficiency ratio to 

forecast the long term demand of HR has resulted in a continuous increase in 

the number of employees. Furthermore, the forecast focuses on educational 

background. Therefore, any surplus or shortage for certain skills or job 

categories cannot be predicted. In this way, linkages between BR planning and 

other HRM activities to support the needs of the organisation are limited. 

Information regarding the need for upgrading skills in training and development, 

for example, is not derived from HR planning. 

Recruitment Practices 

Telkom is relatively successful in attracting applicants for lower-level positions. 

The main purpose of recruitment in Telkom is to fill jobs at entry levels. For this 

purpose, the company focuses on recruiting school leavers and university 

graduates. Direct recruitment from universities has enhanced the pool of 

potentially qualified applicants. Telkom's presentation to university students 

has enabled the company to convey organisational information. The policy of 

recruiting predominantly at'entry levels demonstrates the drive to shape young 

people into the company culture and develop them within the organisation. 
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The recruitment of core skills in telecommunications has been very much 

influenced by the labour market conditions in Indonesia The labour market is 

relatively lacking in telecommunications skills because educational institutions 

in Indonesia lack courses in telecommunications. These socio-economic 

contextual factors have resulted in Telkom recruiting applicants from its own 

in-house educational institution. The establishment of a telecommunications 

institute by Telkom has ensured a pool of qualified job applicants, as has 

Telkom's provision of scholarships. 

Recruitment activities are carried out on the basis of HR planning which mainly 

indicates the number of employees needed and their educational background. 

These criteria are considered sufficient because new recruits are generally 

admitted at the entry levels. Because of these selection criteria, there appears 

to be a significant disregard for information about skills. This is a result of the 

lack of job descriptions from which information on job and employee 

specifications can be derived. The fact that Telkom does not use position or 

job descriptions is a major impediment to improving HR efficiency. This, in 

turn, appears to be linked to the absence of the involvement of line managers 

throughout the recruitment process. 

The emphasis of recruitment appears to be on the selection of candidates who 

have the right attitude, as reflected in the selection tests, notably to national 

ideology. Other selection tests used also demonstrate that selection criteria are 

relatively broad, focussing on potential and attitude rather than on skills. The 

lack of external recruitment beyond entry levels has resulted in vacancies in 

higher levels being filled entirely by employees within the company through the 

mechanism of transfers and promotions. Information on vacancies is not openly 

available to employees. HR managers hold the exclusive right to fill vacancies 
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by appointing employees through transfer or promotion. Entry levels for 

graduates appears to be functioning well. While postgraduates constitute the 

only avenue for Telkom to obtain people with high level skills, their level of 

compensation is not attractive. Telkom's failure to obtain these people, 

therefore, means that the chance of recruiting people with high potential is lost. 

Telkom has historically provided telecommunications services with limited 

business orientation. Recently, however, Telkom has had to assume sound 

business practices, therefore necessitating various kinds of expertise that did not 

exist in the past. If the retraining of employees to adopt the new skills in 

anticipation of needs cannot be carried out, then external lateral recruitment at 

various higher levels must be undertaken. 

Performance Management 

The use of the DP3 loyalty appraisal demonstrates Telkom's continuing 

identification with the public sector. DP3 focuses on appraising employees' 

behaviour rather than performance. Moreover, the country's political situation 

has resulted in the use of DP3 primarily to measure employees' loyalty to the 

national ideology. The lack of focus on job performance is often exacerbated 

by personal and cultural conflicts which undermine the objectivity of the 

appraisal. 

The early 1990s marked Telkom's increasing orientation to business which led 

to the intrnduction of various initiatives. This was demonstrated by the 

adoption of a performance and result oriented SKI (individual performance 

target) to augment the ineffectual DP3. Although the SKI may have increased 

awareness of job performance, the lack of integration with other HRM activities 
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has severely decreased the use of SKI. The DP3 is an instrument through 

which the government perpetuates its own political views. It continues to be 

used as a prerequisite for almost all HRM activities which include promotions, 

transfers, release for trallting and development, and pay increases. 

The adoption of SKI, however, has not compensated for the absence of an 

appraisal that evaluates actual performance. The SKI was supposed to focus 

on evaluation of performance, i.e., the extent to which job targets are achieved. 

However, SKI has had very limited integration with other HRM activities. 

Developmental activities which normally derive input from performance 

appraisal have been carried out without reference to SKI. HRM activities, such 

as trallting and development, career development and HR. planning, have been 

carried out without input on employee performance. SKI has not been used for 

evaluative purposes. Administrative decisions, such as pay and promotion, 

which are normally dependent on information from performance appraisals, are 

made without input about employee performance. In this situation, employees 

are unlikely to identify the link between their jobs and the organisation's goals. 

Thus, employee understanding of organisational goals is limited. Moreover, the 

general lack of interest by supervisors in appraising employees has exacerbated 

the failure to implement employee performance appraisal. 

While SKI is designed on the basis of management by objectives, there seems to 

be limited clarity about links between managers' tasks and overall organisational 

goals. This may have resulted in the difficulty faced by the managers in 

allocating tasks to subordinates. While the unit performance appraisal was 

introduced to enhance the productivity of the business units, it was also utilised 

to determine the level of performance pay. However, there are problems 

inherent in the use of unit performance. Employees perceive that performance 

of business units is not equal. Furthermore, unit performance may limit 
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awareness of individual performance. An individual employee may not directly 

identify bis or her performance with the overall performance of the group to 

which she or he belongs. In this regard, Gomez-Mejia & Balkin (1992:44) have 

observed that '[the] motivational effect of an incentive system tends to be 

diluted as the performance level becomes more aggregate'. Thus, the unit 

performance appraisal has limited impact on improving the productivity of 

individual employees. 

Training and Development 

The scarcity of telecommunications skills in the labour market has led to 

Telkom investing in a number of training and development activities. Telkom 

has contributed to developing skills for the country, such as the establishment of 

various telecommunications courses in the past and STT Telkom at present. 

Being a state-owned enterprise, Telkom's training programs are enhanced by 

assistance provided by various bodies such as the government and various 

international agencies. This has enabled employees to obtain access to 

international education programs, which is a rare opportunity for enterprises in 

Indonesia. Although some line managers have nominated employees for 

training, the HR department often overrides the decisions of line managers. 

Moreover, there appears to be a lack of ability within the company to place 

employees returning from training in the right jobs to utilise the skills acquired 

from training. This appears to be due to the fact that placements and vacancies 

are determined on the basis of employee grade levels rather than skills. The 

mismatch of placements has often resulted in skills acquired from training not 

being put to optimum use, thereby decreasing employee motivation. The 

centralised decisions by the HR department in training activities have reduced 
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line management's responsibility for developing their subordinates for whom 

they are accountable. 

Telkom has been undergoing enormous change. The company's changing role 

from merely building and providing telecommunications facilities for public use 

to operating on the basis of sound business practice has necessitated the 

acquisition of new skills, especially in commerce. At the same time, the rapid 

change in telecommunications technology has also necessitated the upgrading of 

technical skills to cope with new technology. Telkom's ability to develop these 

skills, however, has been limited. Despite Telkom's attempts through training 

to upgrade educational levels, the educational levels of a large number of 

employees remain very low for a high technology company. This problem is 

exacerbated by the fact that a significant number of the poorly educated 

employees are older employees who may need special training initiatives in 

order to make them more adaptable to change. Moreover, while the emphasis 

on the upgrading of educational levels has been useful for ll:nproving employees' 

level of general knowledge and aptitude, it has not been accompanied by 

specific upgrading of the skills that the company needs. Thus, skill 

' 
development is lagging behind that of business and technology development 

which has resulted in skill shortages and obsolescence (Nankervis, Compton & 

McCarthy, 1996). 

Training and development in Telkom have limited corinections with other BRM 

activities. While Telkom's training and development may have some links with 

HR. planning, the HR. planning section has had limited success in identifying HR. 

needs, particularly current and future skills formation. Thus, the organisation's 

training and development efforts are not responding to either the present or 

future organisational needs (Schuler et al., 1992). This appears to be partly due 

to the absence of an analysis of training needs based on information from job 
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descriptions and performance appraisal data. As job descriptions are not used, 

information on the tasks for eachjob as well as the skills necessary to perform 

those tasks is not readily available (Lamond, 1997). Therefore, there is no 

benchmark on which job-needs analysis can be established. Moreover, 

performance appraisals, both the DP3 and SKI, have limited value in identifying 

either performance deficiency or the potential of employees. Hence the results 

of performance appraisals have very limited use in ascertaining training and 

development needs. Similarly, this" applies to results from the Assessment 

Centre. Telkom's Assessment Centre has been useful in providing information 

for promotion decisions. While it has also increased the awareness of managers' 

performance competencies, deficiencies that are identified have limited use for 

training and development. 

Career Management in Telkom 

Due to the fact that Telkom's recruitment system mainly admits employees at 

entry levels, it requires commitment to developing employees through job 

experience in addition to training activities. In other words, the company's 

limited external recruitment at higher levels puts great reliance on the 

development of existing employees. This has led to jobs in Telkom being filled 

by transfers and greater opportunities for internal promotion. Telkom, as a 

large organisation, has developed an internal labour market that makes a large 

number of job movements possible. In addition, the fact that Telkom has been 

undergoing a great deal of change has also enabled employees to learn various 

job skills. Indeed, movement of jobs and locations by transfers and promotions 

have constituted a great deal of activity in Telkom's management of HR. 

Despite the magnitude of job movements, however, there is a lack of career 

management. The movement of jobs is carried out with little regard for career 
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development. A great many of transfers often result in employees moving to 

unrelated jobs with limited plans for job enrichment because past skills and 

experience are often disregarded. The development of employees' skills and 

expertise attained through job experience, which is crucial for an organisation's 

present and future needs, is very limited. 

The limited participation of employees in transfer and promotion decisions 

inevitably has an adverse impact on individuals' career orientation. 

Furthermore, the lack of involvement of line management in employee transfers 

and promotions decreases the accountability of line managers in employee 

career development. The limited and ineffective use of performance appraisals 

has resulted in a lack of information on employee performance and potential 

which is important to provide direction for career development. Thus, there is 

a lack of a formalised career management system to support both organisational 

needs and employee skill development and career preferences. 

The assessment centre is able to provide a more objective measure of an 

individual's performance at managerial tasks. Identification of a senior 

manager's strengths and weaknesses is useful for promotion decisions. This 

information, however, is not used for developmental purposes and career 

development planning. Moreover, the centre is used exclusively for senior 

manager assessment. There is a lack of use of the centre for other employees in 

managerial and specialist career paths. The potential and performance 

identification of these employees is equally important, especially since the 

current performance appraisal system is relatively ineffective in supporting 

career development plans. 
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Compensation Practices 

Telkom pay rates appear to be sufficiently high to attract employees. However, 

pay levels are not sufficiently competitive to attract professionals with the 

critical skills needed to support business development. This is exacerbated by 

the company's lack of information on pay rates in the market. Pay does not 

correlate with employee performance measures. Rather, performance measures 

that influence pay are more organisationally oriented. Similarly, pay rises are 

based on loyalty rather than performance. Consequently, employees do not 

directly identify pay with individual performance (Milkovich & Newman, 1996). 

Group performance does not seem to provide sufficient individual motivation to 

perform well. The failure to effectively link pay and performance has 

undermined the development of a motivating work environment (Gomez-Mejia 

& Balkin, 1992). Such a failure will necessarily have ramifications for 

productivity. 

Pay grades are not developed on the basis of the level of skill and responsibility 

required by the positions. Consequently, pay rates do not correlate with the 

value of jobs and, thus, only limited internal equity is achieved (Gomez-Mejia, 

Balkin & Cardy, 1995). The benefit system reinforces Telkom as an attractive 

employer, but employees appear to have insufficient information on the value of 

benefits in terms of total compensation. The effectiveness of the benefits 

program, therefore, may be limited (McCaffery, 1992). Neve~heless, though 

still ~ted, Telkom has demonstrated signs of attempting to enhance employee 

productivity through pay. This is reflected in its future plans to improve the 

application of SKI performance appraisal to merit pay. 

211 



Employee Relations 

The attractions of employment in Telkom are, among others, the perceived 

higher status of being a government employee and its consequent employment 

security. These benefits are accompanied by automatic membership of civil 

servant organisations. However, there is a lack of formal grievance procedures 

within the company. For this reason, employees have to utilise bodies external 

to the enterprise which are not readily responsive to their problems. 

The HR Department 

The directorate of HR is represented on the board of directors. As reflected in 

HR practices, however, the directorate's role is one of implementing decisions 

for other functions rather than participating in the shaping of organisational 

goals. HRM policy formulation is heavily centralised in the corporate office. 

Regional offices and business units have very little influence in shaping HR 

policies. The HR corporate office, rather than focusing on strategic roles, 

carries out a great deal of HR activities for the short term (operational) and 

medium-term (managerial), such as planning transfers and promotions. 

Moreover, the HR staff, rather than delegating HR implementation and 

providing policy advice to the line managers, carry out all HR related matters 

themselves. This lack of involvement of line managers decreases the 

accountability of line managers for their subordinates. While HRM practices 

are supported by advanced HRM tools, such as the Assessment Centre and 

RR.MIS, the present utilisation of these tools is still limited. Telkom's aim to 

further develop their use in the future should be helpful in improving the 

effectiveness of HRM. 
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CHAPTER SUMMARY 

Telkom has evolved from a state-owned enterprise which was ~y subsidised 

into an enterprise which has assumed full commercial practice. Its role as the 

nation's agent of development means that it must face the challenges of 

domestic and international competition, rapid changes in technology and a 

deregulated economy. HRM practices in Telkom were inherited from the civil 

service, though a number of practices have been developed in an attempt to 

create a more merit-based approach. Various HRM practices remain 

unstructured and there is a lack of inter-linkages among the practices. Telkom's 

recruitment focus on lower entry levels requires careful employee development 

and a policy of effective transfers and promotions. This has not occurred and 

thus has resulted in a lack of skilled employees which, at the same time, is 

exacerbated by HR practices that impede the recruitment of high skilled 

professionals. While facilities for training and development are _among the best 

in the country, activities need to be more focused on preparing employees to be 

flexible in responding to the increasing commercialisation of the company and 

anticipating changing work practices and technical obsolescence. There have 

been efforts to ll:nprove the management of employee performance by 

introducing appraisal with a more performance-based approach. The failure to 

link with other activities such as pay and training and development, however, 

has resulted in the appraisal system becoming ineffective. 

The HR department plays a very important role in the management of HR in the 

company. However, the department's centralised system and the lack of 

involvement of both line managers and employees in HR decisions has detracted 

from the effectiveness of HR practices. Thus, while there has been a great deal 

of change in HRM practices in Telkom to attract, retain and motivate 
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employees, results remain limited. Nevertheless, various initiatives ill HRM 

such as the adoption of career paths and the utilisation of HRM tools such as 

the assessment centre and HRMIS are signs of Telkom's serious attempts to 

improve its HRM. 
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CHAPTER 8 

CASE STUDY 2: 

PT ASTRA INTERNATIONAL 

THE OBJECTIVE OF TIDS CHAPTER 

The objective of this chapter is to examine and analyse the HRM practices in 

PT Astra International. First, an overview of the organisation's historical 

background and current activities is provided. Second, the chapter outlines the 

organisation and roles of the HR department within the company. Third, an 

examination of HRM practices is detailed which includes HR planning, career 

management, training and development, compensation and employee relations. 

Finally, an analysis of the case is outlined. 

RESEARCH APPROACH TO THE CASE STUDY 

PT Astra International, commonly called Astra, is the name of the whole 

company as well as the holding company. Data collection was focused on the 

holding company, because Astra as the holding company plays a central role in 

shaping HR. practices in Astra business units and divisions. The significant 

involvement of the head office in HR matters can be found in the overall stated 

roles of the head office: 

• To define present and future business areas and allocate financial and 

human resources accordingly. 

• To maintain and develop financial and human resources. 
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• To create an excellent corporate image. 

• To create synergy through the interconnectedness among groups and 

companies. 

The details of employees interviewed are shown in Table 8.1 

Table 8.1 
The list of interviewees in Astra 

Job title of interviewees No. of 
interviews 

Chief of Corporate Human Resources 1 

Deputy Chief of Corporate Human Resources and 

Head, Human Resource Division 1 

Head, Efficiency Division 1 

Director, Management and Development Institute 1 

Manager, Executive Management 1 

Manager, Recruitment Centre 1 

Manager, Remuneration 1 

Manager, Organisational Development 1 

Manager, Personnel Administration and Employee Relations 

(former manager and present manager) 2 

Manager, HR Strategic Alignment 1 

Line General Managers 3 

Consultants 2 

Instructors at Management and Development Institute 3 

HR Specialists 8 
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BACKGROUND OVERVIEW OF ASTRA 

Astra is a large diversified company and is one of the biggest companies in 

Indonesia (Astra, 1996). It is a conglomerate that operates in various industries 

which include automotive, financial services, agribusiness, and electronics. The 

1995 fmancial report of Astra included 125 subsidiaries comprising 47 direct 

shareholdings and 78 indirect shareholdings. The head office is located in 

Jakarta, Indonesia. The Astra group has approximately 105,000 employees 

throughout Indonesia, including 7 ,665 in the holding company. Astra is a 

public company and there are around 5,720 shareholders in Indonesia and 

overseas (Annual Report, 1995). In 1995, the Astra group recorded annual 

sales of Rp 12,620 billionl (approximately US$ 5.74 billion) and an operating 

profit of Rp 371 billion (approximately US$ 168,636 million) (Annual Report, 

1995). 

Organisational History 

Astra was founded by William Soeryadjaja (Tjia Kian Liong)2 on 20 February 

1957. The company was originally engaged in general trading activities, mainly 

in agricultural products. In the 1960s Astra branched out into machinery 

trading and other import goods. By the early 1970s, Astra was regarded by 

foreign manufacturers as a credible local business associate (Ro bison, 1991). In 

1 At the time of the research for this case study in 1995, the exchange rate was Rp 
2,200 to the US dollar. 

2 William Soeryadjaja (Tjia Kian Liong) is a peranakan Chinese. The peranakan 
Chinese were early settlers, as opposed to totok, the later migrants from China. They 
form the majority of Indonesia's ethnic Chinese community, and have lost much of 
their 'Chineseness' (East Asia Analytical Unit, 1995:18). Unlike most Chinese 
communities in South East Asia, they generally are unable to read or write Chinese, 
and have few connections with Chinese outside Indonesia. Peranakans are 
considerably closer to the Indonesians (pribumis) than to the totok Chinese (Skinner, 
1967:107). The government has encouraged the ethnic Chinese group to adopt 
Indonesian names, as reflected in the case of William Soeryadjaja. 
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1970, starting with 50 employees, Astra expanded into vehicles; that year, Astra 

was appointed by Toyota to become their sole agency in Indonesia. The 

company also obtained the sole agencies for Fuji Xerox in 1971, Daihatsu 

motor vehicles and Komatsu heavy engineering in 1973, and BMW in 1983. 

The company's vertical integration strategy led to the establishment of 

subsidiaries, primarily focusing on component and engine manufacturing. By 

the mid 1970's the most important component of Astra group was vehicle 

import, distribution and assembly. This business expansion took advantage of 

the government's import substitution manufacturing policies in the 1970's, when 

the government placed restrictions on the import of fully assembled cars along 

with imposing minimum local content levels in assembly operations (Daulay et 

al., 1995; Robison, 1991). By 1981, the Astra group produced 41.7% of the 

total vehicle production in Indonesia, including 34.7% of commercial vehicles, 

60.5 of passenger vehicles and 70.7% of multi-purpose vehicles. The 

organisational history and background of each business unit is discussed in the 

following section. 

The Automotive Business Unit 

The Automotive Business Unit consists of four divisions: Toyota Division, 

Astra Mobil Division, Honda Motorcycle Division, and Component Division. 

Toyota Astra Motor (TAM) is a joint venture between Astra International and 

the Toyota Motor Corporation (TMC) of Japan. The main activities include 

being sole agent, manufacturing components, assembling, supplying after-sales 

service and distributing Toyota spare parts. Since it was founded in 1969, 

TAM has grown significantly. Various production facilities have been built in 

order to maintain and strengthen Toyota's position in the domestic market. 

TAM also intended to increase the volume and value of exports in line with the 
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government's commitment to increasing exports. In the domestic market, 

Toyota has been a market leader since 1987. The Kijang commercial vehicle 

was launched in 1977, and in 1995 became the market leader domestically. It 

has also been exported to neighbouring countries such as Brunei Darussalam 

and Papua New Guinea. In keeping with government requirements, TAM has 

continuously increased the local content in its vehicles. 

Astra Mobil Division is the sole agent, ilnporter, assembler and distributor of a 

number of vehicle brands such as Daihatsu, Isuzu, Nissan Diesel, BMW and 

Peugeot. This division also export its cars, especially Daihatsu products to 

various countries. This division has opened new production facilities in other 

ASEAN countries. 

Honda Motorcycles Division began its business in 1970 as the sole agent, 

ilnporter and assembler of Honda motorcycles. Subsequently, it expanded into 

component production and the exporting of Honda motorcycles to various 

countries, such as China and Greece. On the domestic market, the Honda 

motorcycle is the market leader with a market share of over 50% since 1984. 

Component Division produces and distributes a variety of automotive 

components. The division developed its business with international producers, 

mostly Japanese, such as Toyota Motor, and Mitsubishi Motor. 

The Financial Services Business Unit 

The Financial Services Business Unit consists of Banking Division, Consumer 

Financing Division, Insurance Division, Leasing Division, Credit Card Division, 

and Securities Trading Division. This business unit aims to support the sales of 
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Astra group products, especially automotive products, to optimise the Astra 

group network, and to respond to consumer demands for financial services such 

as banking and consumer credit. The consumer credit services began providing 

automobile financing services in 1983. It is now a joint venture with General 

Electric Capital Corporation (GECC) which in 1994 held 30% ownership, 

increasable to 47 per cent through the conversion of convertible bonds in 1995. 

Leasing services are provided primarily for heavy equipment, and in particular 

for Komatsu construction and logging equipment. Insurance services offer 

motor vehicle insurance in support of group businesses. Additionally, PT Astra 

Jardine CMG Life, a joint venture between Astra and Jardine CMG Life, 

provides various insurance products. The Financial Services Business Unit also 

participates in the expanding Indonesian capital market through PT Nomura 

Indonesia, a joint venture securities business with Nomura Securities, Japan. 

Heavy Industry Business Unit 

The main subsidiary of this business unit is PT United Tractors which was 

founded in 1973. It produces and markets heavy equipment including Komatsu 

heavy construction machinery and Nissan Diesel large trucks. At the time of 

the research, the business unit has been the market leader since 1989. The 

business unit exports to a number of countries including the United States and 

Japan. 

''Other'' Business Unit 

Other Business Unit includes the Wood Based Division, Electronics Division, 

Infrastructure Division and Other Division. The Agribusiness Division 

220 



concentrates its activities on the expansion of plantations producing palm oil, 

rubber, cocoa and tea. 

The Wood Based Division was established in 1980. Its operations include 

timber concessions, industrial reforestation projects, plywood manufacturing 

and secondary processing. The division's performance has been increasing, 

particularly since the jump in demand of plywood from several countries, such 

as China and Japan. In 1995, more than 85 per cent of plywood products were 

exported to Japan, the European Community (now the European Union), the 

United States, China, Hong Kong, Korea and the Middle East. 

The Electronic Division, featuring Fuji Xerox products, has led the photocopier 

market with 46 per cent of market share in 1995. In the facsimile market, the 

group controls a 15 per cent share, and in the information technology market it 

holds 10 per cent. PT Astra Graphia, the Group's holding company, is one of 

three companies in the Astra Group that has listed its shares on the Jakarta and 

Surabaya Stock Exchanges. 3 

With the government's move into privatisation, the Infrastructure Division 

expanded into telecommunications and electricity in 1995; these were 

previously the monopoly of state-owned enterprises. Together with France 

Telecom, PT Astratel established a Joint Operation Scheme (JOS) with the 

telecommunication state-owned enterprise Te1kom to build and operate for 15 

years in Sumatra, one of the main islands of Indonesia. In addition, the Division 

also expanded into transport and toll roads. There are other companies which 

3 There are two stock exchanges in Indonesia. The first one established was the 
Jakarta Stock Exchange which is located in Jakarta, the capital city of Indonesia. The 
second one is the Surabaya Stock Exchange which is located in Surabaya (in East Java 
Province), the second largest city in Indonesia after Jakarta. 
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are relatively new, including those in chemicals and basic materials, consumer 

electronics and light industry businesses. 

Unlike many other Chinese-controlled conglomerates, Astra employed many 

indigenous Indonesians (pribumi) at the management level and was considered 

a good example of an 'assimilated company' (East Asia Analytical Unit, 

1995:46). At the beginning of 1992, Bank Summa, part of the Financial 

Services Business Unit owned by a son of Soeryadjaja (the founder and main 

owner of Astra as noted earlier), collapsed under heavy debt. Soeryadjaja had 

to sell his family's interests in Astra. By 1995, Prajoga Pangestu4 had become 

the largest single and controlling shareholder in Astra (East Asia Analytical 

Unit, 1995; Daulay, 1995). 

Organisational Strategy 

Astra's corporate philosophy is embodied in the company's creed ( Catur 

Dharma), as shown in Table 8.2. Astra envisages the free trade era when the 

Association of South East Asian Nations (ASEAN) Free Trade Area (AFTA) 

will be effective in 2003 and Asia-Pacific Economic Cooperation (APEC) 

agreements come into effect in 2010. This will be a period of fierce business 

competition whereby industrial technology will produce more quality products 

more efficiently. In anticipation of this world trend, Astra 4as accordingly 

established its vision which has been changed from vision 2007 to 2000. Astra's 

vision statement is shown in Table 8.3. 

4 Like William Soeryadjaja, Prajoga Pangestu is an ethnic Chinese. Prajoga Pangestu 
controls the Barito Group, one of the largest conglomerates in Indonesia. 
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Table 8.2 
Astra's Corporate Philosophy 

The Astra creed (Catur Dharma) 

• To be an asset to the nation 

• To provide the best service to customers 

• To respect the individual and develop teamwork 

• To strive continually for excellence 

Source: Astra Annual Report 1995. 

Table 8.3 

Astra's Vision Statement 

Astra Vision 2000 : 

• To be an international player and national leader in the business 

we are in. 

• To be one of the best managed corporations with an emphasis on: 

Human resources development 

Solid financial structure 

Customer satisfaction and 

Efficiency 

• To have balanced growth and profitability. 

Source: Corporate Human Resources document. 
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Organisational Structure 

Astra utilises a multidivisional structure which consists of at least four levels. 

As Astra uses a number of unique terms to describe its organisational structure, 

it is necessary for this research study to rename these terms to adjust to 

international standard terminology. For this reason, terms for a multidivisional 

structure suggested by Hitt, Ireland & Hoskisson (1997:359-360) are used. 

Thus, the top level is the corporate headquarters, the second level is Strategic 

Business Units (SBUs), the third level is divisions, and the fourth level is 

companies. The organisational structure of Astra is shown in Figure 8.1. The 

activities of Astra are grouped into several business units: the Automotive 

Business Unit, Financial Services Business Unit, Heavy Industry Business Unit, 

Agribusiness Business Unit, and Other Business Unit. The corporate 

management comprises the corporate secretary, control, finance and business 

portfolios, human resources, and public affairs. The corporate management 

reports directly to the president director. 

Organisation of Corporate Human Resources 

The human resource function at Astra corporate level is called Corporate 

Human Resources (CHR) and is a corporate function that reports directly to the 

President Director of Astra International (see Figure 8.1). The chief and deputy 

chief of CHR are members of the CHR committee which consists of the 

President Director of Astra International and the HR directors of the business 

units. The committee has regular monthly meetings to discuss HRM issues in 
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Figure 8-1 
Organisational Chart of PT Astra International 
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the company. The structure and roles of Corporate Human Resources, 

influences of HRM Practices, and human resource management information 

system (RR.MIS) in Telkom will be highlighted in this section. 

The structure and roles of Corporate Human Resources 

The structure of Corporate Human Resources consists of three levels. For 

clarity in this research study, the terms for the levels are renamed. At the first 

level are the positions of the Chief and Deputy Chief of Corporate Human 

Resources (CHR), followed by departments at second level, and sections at the 

third level. The organisational structure of the Corporate Human Resources is 

shown in Figure 8.2. CHR consists of four main departments, namely HR. 

Department, HRM Strategic Alignment Department, Efficiency Department, 

and Safety Environmental Management Department. Each department will be 

briefly discussed in the following section. 

Human Resource Department 

The HR. Department consists of six sections, namely Executive Management, 

Astra Management Development Institute (AMDI), Recruitment and Career 

Management, Reward and Productivity, Employee Relations and Personnel 

Administration, and Organisational Development. Excluding AMDI, the HR. 

Department is staffed by approximately 32 employees. The HR. Department 

establishes HR. policies primarily for Astra corporate headquarters. Some of the 

policies are also intended to guide company divisions and be adapted to their 

respective industrial environment. Innovative approaches in HR. practices, 

226 



Figure 8.2 

Organisational chart of 
Corporate Human Resources at Astra 
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Scope of Human Resource Department. 
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such as cafeteria benefits and career tracking, are initiated by the HR. 

Department in the corporate office. The HR Department aims to set an 

example for Astra business units in the management of HR. Thus, the adoption 

of Astra culture can be enhanced. Each section in the HR. Department is in the 

process of developing its expertise and building 'satellites' or counterparts in the 

business unit and division level. Each of the business units has in its structure a 

version of the HR. Department. 

To support Astra' s vision, the HR. Department expounds its vision as follows: 

The vision of HR Department towards the year 2000 : 

To assist Astra to be an international player and national leader 

To be the best managed corporation and the corporation of choice 

in attracting, developing and retaining world class people. 

The roles of each section in the HR. Department is discussed in the following 

section. 

Executive Management. In coordination with the rest of the sections in the 

HR. Department, the Executive Management section works closely with the 

Board of Directors and the President Director to manage Astra employees at 

the executive levels in the divisions and companies. 

Astra Management Development Institute (AMDI). Training and 

development pro grams for higher and management levels are centralised in 

AMDI. Apart from conducting its own training programs, Al\IDI liaises with 

external institutions, such as management schools and consultancies, in 
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delivering training and development activities. Further details about AMDI will 

be discussed in the Training and Development section in this chapter. 

Recruitment and Career Management. The recruitment of university 

graduates and employees at management levels is centralised in Astra 

Recruitment Centre (ARC). Various selection tests are carried out by ARC. A 

career management team undertakes a career tracking program for Astra's 

management levels. 

Reward and Productivity. This department sets policy and guidelines for the 

compensation system It organises salary surveys and measures employees on 

an Employee Productivity Index. 

Employee Relations and Administration. This department is in charge of the 

head office's personnel administration and Employee Opinion Survey for the 

whole of Astra. It also oversees employee organisations, both trade and 

enterprise unions, and maintains relations with external bodies, such as the 

Ministry of Manpower on matters relating to employment issues which include 

wage levels and employment regulations. 

Organisational Development (OD). The OD department is in charge of 

promoting Astra's stated culture which includes Astra Total Quality Control 

(abbreviated as ATQC) and the Four Creed (Catur Dharma) corporate 

philosophy noted earlier. It facilitates the cascading of business plan decisions 

from top management to business units and divisions as outlined in ATQC. At 

the time of the research, the OD department was reviewing the organisational 

culture to take account of Astra's latest business development. 
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Human Resource Management Strategic Alignment (HRMSA) 

To provide support to Astra business units, a team within CHR was established 

to carry out a project which was called Human Resource Management Strategic 

Alignment (HRMSA). The team visits and works for a few months with Astra 

divisions and companies. The stated objective of HRMSA is 'to provide 

management with initiatives for HR excellence in achieving the company's 

business vision and strategy (winning concept)'. This objective is attained by 

ensuring that first, business vision and strategy and HR vision and strategy are 

in place and that they are aligned; second, that this strategy alignment is 

understood by HR staff and line managers; and third, that top management, line 

management and HR management are aware of the interlinkages of their tasks 

in HR matters. Once the HRMSA project is operating well in the companies, 

other HR departments in CHR, such as the Remuneration Department, will 

adopt the mechanism of corporate-company division relationships. 

The Efficiency Department 

This department develops new tools for operational improvement, such as 

projects on business process reengineering and supply chain management. At 

the time of the research, the department was working on a ISO 9000 project. 

Safety and Environmental Management Department 

This department promotes the implementation of occupational health and safety 

and waste management. The department's goal is that safety and environmental 

issues become one of Astra's strategic issues. 
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Influences of HRM Practices in Astra 

Astra's strategic alliances with foreign companies have influenced the 

development of HRM practices in Astra divisions and companies. 

Predominantly influenced by Japanese partners, Astra has also adopted HRM 

practices from other partners from Korea, USA and Germany. For example, 

Astra adopted TQC principles, recruitment, and compensation systems from 

Toyota; TQC and manufacturing training program from Komatsu and Nissan; 

recruitment and performance management practices from Samsung and career 

development and executive management from General Electric Capital 

Corporation. Nevertheless Astra claims that it has developed its own culture 

with regard to the management of its people. Thus on the one hand, Astra 

learns HRM practices from strategic alliances; on the other hand, Astra wants 

to instil its company-wide culture. 

There has been a great emphasis on the development of HR. skills among the 

HR. staff. In a training needs analysis workshop for HR. divisions across Astra 

companies, it appears that the skills, knowledge and qualities for HR. 

professionals need to be greatly improved. The participants of the workshop 

acknowledged that HR. staff were lacking HR. skills because qualifications and 

courses in HRM were not developed in the Indonesian educational system 

Astra continues to send employees to undertake training, seminars and 

workshops in HRM in-house and externally. Various consultants and 

academics, both national and international, have been important in the 

formation of HRM skills. 
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Human Resources Information System (HRIS) 

Astra utilises information technology for the purpose of facilitating HR. 

activities. However, many categories of information are recorded in separate 

areas. Efforts to obtain a more integrated approach to information have 

recently increased. One of the aims of this integration is to facilitate employee 

career tracking. With increasing business expansion, Astra management needs 

to quickly obtain information on the overall state of HR. in the company on 

issues such as the composition of positions and skills of employees. For these 

reasons, the HR. division was, at the time of research, in the process of deciding 

on a computer package for a human resource information system (HRIS). This 

system will soon be utilised to enhance the delivery of HR. information in a 

more meaningful way. 

IUJMAN RESOURCE MANAGEMENT POLICIES 

AND PRACTICES IN ASTRA 

An examination of HRM practices detailed in this section will focus on HR. 

planning, career management, training and development, compensation and 

employee relations. 

Human Resource Planning. 

Human Resource Planning in Astra is carried out by the business units and 

divisions. The plan is influenced by various considerations which include 

employee promotion plans, business activities and expansion, revenue target, 

production activities, and improvement in technology. Information on the need 

for employees at higher levels (grade 4 and above) to be fulfilled by external 
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recruitment is referred to the head office. The Astra Recruitment Centre (ARC) 

centrally handles this information and is responsible for the recruitment process. 

The need for human resources in Astra divisions seems to be difficult to 

anticipate ahead of time. Though the forms to record the number of employees 

needed should accommodate yearly as well as 5-year planning, companies were 

only able to state the need for 1 to 2 years in advance. Interviews in the case 

studies indicated that this is due to the fact that the business environment 

changes rapidly. An RR manager commented: 

It is hard to do long-term manpower planning because business changes 

all the time. We can only do short-term planning; even then, the plan 

very often faces changes. We once aimed to expand to a new business. 

So, we planned and recruited a great number of employees. There was, 

however, a change in the following year. As a result we had to place 

these new recruits in various companies. 

In some cases, the head office with its capacity to provide support often took 

the initiative to help plan the need for human resources for the companies in the 

divisions. In this case, functional divisions in the head office would plan and 

recruit employees who would later be released to the companies in the 

divisions. 

Hiring Practices in Astra 

Employees indicated a strong belief that Astra is able to attract people to work 

in the company. As one executive who recently joined Astra commented: 
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Astra has a good name. People rarely apply to Astra because they want 

to work in a certain department. Rather, candidates are attracted to 

Astra because of the company. 

The recruitment of rank and file, i.e. grade 1 (lowest grade) to grade 3, is 

conducted at the division and company levels. Recruitment of supervisory 

level, i.e. grade 4 and above, most of whom are recent university graduates, is 

centralised in the Astra Recruitment Centre (ARC). Recruitment of senior 

managers and executives is conducted by the ARC with the assistance of 

external recruitment agencies. 

Obtaining Job Applicants 

Applicants are generally sought through advertisements in various mass media. 

In addition, Astra conducts direct recruitment at leading national universities. 

This practice, which has been done for many years, enables students nearing the 

completion of their courses to apply for jobs. This mode of recruitment is 

usually accompanied by offering intemship programs for students. This 

intemship program has enabled Astra to attract and select candidates who 

usually join the company after they graduate. There has been a practice among 

leading Indonesian companies to recruit Indonesian graduates directly from 

overseas universities. In 1994, Astra started direct recruitment overseas by 

joining job-fairs in various countries which were attended by Indonesian 

companies. Information sessions about the company which are followed by 

selection activities are also conducted in these universities. In 1994 and 1995, 

Astra was able to recruit 45 Indonesian graduates directly from universities in 

the USA, 79 from Germany, and 50 from Australia. 
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Employee Selection 

New university graduates are selected on the basis of their academic 

performance, results of psychological tests and interviews. As the quality and 

standards of universities in Indonesia vary greatly, the first step in screening 

applicants is to carefully examine the grades of each candidate and the rank of 

the university. The psychological tests include personality tests and ability tests 

(e.g. IQ and aptitude). At the time of research, the selection activities were 

undergoing a reengineering process. This change was intended to speed up the 

selection process to reduce the number of applicants dropping out during the 

process. 

Involvement of Line Managers 

Line managers participate in the recruitment and selection activities. They 

interview the applicants they are going to employ. Line managers are also part 

of the recruitment teams that go to universities in Indonesia as well as overseas. 

Selection decisions conducted in the company, however, appear to face issues 

of mismatch Of the applicants sent by the recruitment centre to be interviewed 

by line managers, usually only 20 to 50% satisfy the selection criteria set by the 

managers. As one line manager commented: 

There were times when we selected only 2 to 4 out of 10 to 15 applicants 

that we interviewed. Recently things have been better as we could pick 

2 or 3 good ones out of 5. I'm not sure if that was because of the 

recruitment centre's inability to find good candidates or because there 

were not many around in the market. 
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The recruitment centre has become more aware that there have been 

discrepancies between specific abilities demanded by jobs and a candidate's 

skills. Line managers appear to need people with more specific skills, while the 

recruitment centre selects applicants with more general skills. When asked 

about this issue, the recruitment manager stated that it was the intention of the 

recruitment centre to explore the skills needed by studying the characteristics of 

various kinds of jobs. In this way, a detailed employee specification can be 

achieved. 

The involvement of line managers in the selection process, however, has raised 

problems. The recruitment centre has to send the applicants to the divisions 

and companies to be interviewed by the line managers who will employ them 

The process involves various administrative steps both in the recruitment centre 

and the divisions and companies which take a great deal of time. As a result, 

applicants often withdraw during the selection process. At the time of research, 

therefore, the recruitment centre was carrying out a 'reengineering' of the 

selection process. It was planned that the selection process be shortened from 

30 days to 12 days. 

Recruitment of People with Experience 

Apart from Astra's effort to develop skilled people from within the company, 

recruitment of people with high skills, such as senior managers, is necessary 

when the required expertise can not be found internally. As the manager of 

executive management explained: 
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When there is a need for an executive we first try to find one in the 

company groups within Astra. If the competences we are looking for are 

not there, for example for a new business, we then recruit from outside. 

We have to head-hunt him or her from other companies. Multinational 

companies usually have good people. 

There are, however, some concerns among managers that extensive external 

recruitment is not appropriate for Astra. As one senior manager commented: 

I think Astra should not get too many higher level people from outside. 

It's very expensive to get these people. And it's not good for employees 

who have been here for many years as they also want to get the 

opportunity to be at a higher level. 

External recruitment is regarded as a short cut for the provision of skilled 

people. Often, this practice is inevitable when the need is pressing, especially 

in a period of fast business expansion. As the Chief of Corporate Human 

Resources explained: 

We must buy at the moment because the business is there waiting to be 

manned by highly skilled people. But from that day on, we should be 

able to build the kind of people that we need in the future. It will take 

time but we must start now. 

Thus, Astra seems to be lackillg in its ability to prepare employees especially in 

coping with fast business development of the company. Despite the company's 

ability to recruit people at higher levels, there appears to be awareness that 

237 



developing existing employees is important for fulfilling the company's needs in 

the future. 

Employee Performance Management 

Employee performance in Astra is managed by the application of 'Astra Total 

Quality Control' (ATQC). ATQC is a combination of management by objective 

(MBO) and TQC which, as noted earlier, were adopted by Astra from its 

Japanese strategic alliances. ATQC aims to facilitate employees' activities and 

output to support the company's goals. In this way, the company envisages that 

employees of all levels will clearly understand their roles and responsibilities and 

that these roles and responsibilities are interrelated and support the company's 

objectives. Employee performance is appraised and the appraisal results are 

used for personnel decisions, especially for detennining merit pay. 

Towards the end of each year, Astra top management team outlines and 

updates the company's long-term (five year) and short-term (one year) strategic 

goals. These goals are passed down to the next layer of management in business 

units and divisions. The goal-setting process cascades down the organisation. 

Employees and their managers discuss the goals and each employee sets her or 

his individual tasks for the year in the form of an 'activity plan' to reach these 

goals. The activity plan consists of employees' routine jobs and improvement 

tasks (kaizen) within the framework of the goal setting. These goals are used 

as the standards by which an individual's performance is evaluated. Quarterly 

reviews of the plan are carried out to monitor the extent to which the plan is 

achieved and to identify problems that arise. When needed, adjustment or 

revision of the plan is carried out in these reviews. The distribution of tasks is 

related to each employee's grade. 
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When asked whether formalised job descriptions are used to determine an 

employee's job, some managers commented: 

• I don't agree to the use of a job description. It sounds very limiting 

in what an employee can do. As if people are put in boxes. 

• There is usually a great change in what we do here from one year to 

another. The 'activity plan' is sufficient in giving us guidance on 

what our tasks are. I think description of jobs is not necessary. 

Indeed, Astra did not use job descriptions. Employees perform their tasks on 

the basis of achieving their goals within the ATQC framework. 

Appraisal of Employees Performance 

Employee performance appraisal in Astra consists of two activities. The first 

appraisal is the determination of performance rating on which merit pay is 

based. The rating also influences the amount of bonus which is distributed to 

employees on the basis of company profit. The second appraisal is called 

'people review' which focuses on the provision of feedback of employee 

performance and identification of the employee's strength and weaknesses for 

development purposes. The two appraisal activities are held separately at 

different times of the year. Astra regards 'people review' sessions as 

counselling rather than mere appraisal. This section will focus on performance 

appraisal with regard to determining ratings, while 'people review' will be 

discussed in the Career Management section of this chapter. 
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Appraisal of employee performance to detennine performance rating is 

conducted at least once a year. The appraisal is carried out on the basis of the 

use of ATQC. The aspects of performance which are appraised are not only the 

results of the activity plan but also the process of how the results are achieved. 

The process of the activity plan comprises components of 'plan, do, check, 

action' and team work, and the result includes aspects of quality and quantity. 

For supervisors, another aspect in the appraisal process is 'people management', 

i.e. how they manage their subordinates. In this regard, aspects appraised 

comprise of 'plan, do, check and action' in the management of subordinates. 

Employee performance is appraised by utilising rating scales from 1 to 10. The 

appraisal is carried out by a subordinate' s self-assessment as well as an appraisal 

by a superior. On the basis of these results, a fmal rating is detennined and the 

results are discussed between the employee and the superior. 

In the head office, employees from grade 1 (lowest grade) to grade 5 are 

appraised in the department and the functional divisions. Ratings of the 

appraisal are first compared and adjusted with other employees within the 

department. The results are further compared among departments within the 

divisions and across the divisional level by using a forced distribution method. 

In this regard, Astra seems to be tackling the problems of achieving equity 

(Johnson, 1995, Schuler et al., 1992). Large departments and divisions are able 

to apply the forced distribution method, as required by the HR. Department. 

Smaller departments, however, fmd this difficult. What is often found is that 

smaller departments give higher ratings to most employees in their departments. 

Thus, when managers of the functional divisions meet to discuss the overall 

appraisals, it is difficult to achieve equity in the appraisal process. This problem 

has also led to criticism of the involvement of the HR. Department in the 

process. One line manager commented: 

240 



Inter-divisional comparison is almost impossible because managers do 

not know the performance of employees from other departments or 

divisions. Even when the HR people give comments, I don't think that 

they really know. The direct manager is the person who knows the 

performance of his or her subordinates. 

Astra' s difficulty with the use of performance appraisal has been highlighted by 

empirical studies that found that forced distribution systems are often associated 

with low employee perceptions of fairness and satisfaction (Taylor & 

O'Driscoll, 1993). 

Developing Human Resources 

Training and development activities in Astra in the last few years had been 

driven by the company vision of Astra Vision 2000. The vision anticipated 

greater competition in the domestic and international markets in a free trade era 

by the year 2000. One of the ways in which Astra responded to this challenge 

was in 1994 when it reoriented its training centre in the head office from a 

functional approach to a vision and leadership orientation. As a result, the Astra 

Education and Training Centre became the Astra Management Development 

Institute (abbreviated as AMDI). The change was accompanied by adopting a 

new vision as shown in Table 8.4. 

Training and development activities are held in various forms which include 

class room and on-the-job training as well as workshops and short courses. 

They are conducted in-house and by external institutions. Visits to parent 

companies of business alliance partners overseas have played an important 
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Table 8.4 

AMDI Vision Statement 

AMDI's Vision 

• To become the centre for developing Astra human resources into 

world-class business leaders. 

• To become the centre of management improvement for developing 

Astra management practices into a world-class standing. 

• To become the centre of business and management studies to support 

Astra business expansion. 

Source: HR. Department document. 

development role as they have enabled employees to learn how operations and 

management are practised in other countries. While training activities for rank 

and file employees are held at the division and company levels, AMDI directs 

most development activities for higher level employees. Speakers from national 

and international organisations, both universities and consultancies, have been 

invited to give workshops and seminars on recent developments in management 

practices. 

The Main Training Programs of Astra Management Development 

Institute (AMDI) 

Training activities at AMDI are delivered by Astra's instructors and occasionally 

by line managers. Many programs are held in cooperation with outside 

educational institutions, such as the Asian Institute of Management (AIM) from 

the Philippines, the National University of Singapore, INSEAD from Europe, 
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and local management schools and universities. The main training programs of 

AMDI are discussed briefly in the following section. 

Astra Total Quality Control (ATQC) training is a major program provided by 

AMDI. As discussed earlier, ATQC is a combination of management by 

objectives (MBO) and TQC, which was adopted as Astra's management 

system ATQC is used to manage employee performance and is claimed to be 

the Astra organisational culture. Training has been an important vehicle to 

' achieve these objectives. Since its adoption, ATQC has formed a large part of 

training activities in corporate and company training centres. Employees of 

various levels are trained in ATQC. 

'Man management'5 training is a program that trains managers to manage 

people under their supervision. This program is designed to provide skills to 

line managers on the management of employee performance on the basis of 

ATQC. The training is focuses on ATQC aspects which iriclude working with 

employees on setting an employee's goals, appraising employee performance, 

identifying performance problems, and providing feedback. The program is 

mandatory for all managers of all levels. As noted earlier in the Performance 

Management section of this thesis, supervisors are appraised on their 

management of subordinates. 

There are various interpersonal skill training programs which include team 

building and customer services. In the last few years, Astra has put a great 

5 The term 'man management' has been used for many years in Astra to ref~ to 
people management. At present, this term is used interchangeably with 'human 
resource management' but it refers more particularly to the management of 
subordinates by managers as used in this training program. The term 'human 
resource management' is used in a broader sense for various issues relating to the 
management of human resources. This term may have been picked up by Astra 
from its European strategic partner (most probably Peugeot) as outside Indonesia, 
the term 'man management' is also used by Peugeot UK (Storey, 1992:204). 
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deal of effort into training employees in the 'Seven habits of highly effective 

people', on the basis of a book written by the American writer S. R. Covey 

(Covey, 1992). While this book propounds western work ethics, employees 

respond positively to the ideas. It should be noted, however, that the majority 

of employees in supervisory levels in Astra are ethnic Chinese who are 

renowned for being more open to western values6. 

Leadership training is delivered to employees at various levels. Leadership 

training is provided to new employees in the induction program Employees at 

supervisory levels, ie. supervisors and new managers, are required to take the 

training. Leadership training is provided to general managers and managing 

directors prior to taking up their positions. 

Functional training for various levels is catered for in the class room and on-

the-job in the areas of production, marketing, finance, and human resources. In 

particular, these training activities help the functional divisions in the head office 

prepare employees who will later be sent to companies in the divisions. 

Especially in the area of finance, there is a great deal of involvement from line 

managers in the design and delivery of training. It is expected that in the future, 

line managers in other functional areas will play a similar role in the training of 

their employees. 

In 1994, AMDI established a development program for senior managers which 

involves visits to best practice companies overseas to carry out a benchmarking 

program The program is known in the company as the 'best practice' program 

and incorporates follow-up improvement activities in the work place. The 

6 As noted earlier, Astra is well known as a Chinese-owned conglomerate that 
employs more indigenous Indonesian (pribumi) compared to other Chinese-owned 
conglomerates in Indonesia (Robison, 1991; Daulay et al. 1993). Nevertheless, most 
of Astra' s employees are ethnic Chinese. 
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program is required for a managing director position but also provides 

promotional opportunities for senior managers. 

The induction program is provided for new employees in supervisory levels. 

These employees are mostly new graduates. The program lasts six months and 

consists of one month classroom activities and five months on-the-job training. 

The induction provides leadership and interpersonal skills, and familiarises new 

employees with Astra' s management and culture. 

Astra encourages employees to develop themselves through internal as well as 

external training activities. As a senior manager noted: 

The HR division seems to organise mainly the compulsory training. 

Beyond that, we are given freedom to attend training that we need 

outside Astra. So, we have to be proactive and able to make time. If we 

don't, we will lose opportunities. 

However, linkages between training activities and other HRM practices are 

limited. As a manager put it: 

It would be good if career advancement was related to training. For 

example those who wish to be a certain specialist must at least take a 

certain kind of training. 

Nevertheless, training as a prerequisite for promotion is regarded by employees 

as inappropriate. As noted by some senior managers: 

245 



There are actually more employees invited to the training but many do 

not take it because once they fail, they would be labelled as unfit for the 

position. I think being a manager is a matter of potential. You are 

promoted first then training is on-going. 

I know somebody who was about to be promoted as a general manager. 

He has to take this 'general manager program' and must pass the test. 

This person was really under a lot of stress. 

Some of AMDI's training programs are well attended. For example, nearly all 

executives have attended the 'man management' program. Other programs, 

however, have not been successful. Some supervisory training programs have a 

low participation rate. Until 1995, induction training was attended by 

approximately half of the new graduates. This is partly due to the pressing 

need for the companies to employ the new graduates. An issue of concern is 

that AMDI does not have sufficient resources to provide the entire training 

services, though cooperation from external training providers has been sought. 

Meanwhile, there are increasing requests from the divisions and companies for 

AMDI to assist with delivering more training activities. This demand cannot be 

fulfilled because of limited resources. Nevertheless, there is a positive 

development in increasing training activities in the future. At the time of 

research, Astra was planning to build a polytechnic. In addition, it was planned 

that one of the key performance indices of the RR departments in Astra 

business units was to set aside a training budget of at least 2 per cent of 

employee payroll annually. 
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Career management 

Career management at Astra is carried out on the basis of employees' potential. 

An employee's potential is identified and discussed by the individual employee 

and her or his supervisor during a 'people review' session which is held at least 

once a year. As discussed earlier in the Performance Management section in 

this chapter, a 'people review' session is a performance appraisal which focuses 

on the development activities, separated from the detem:llnation of performance 

rating. When identifying individual strengths and weaknesses, superiors 

confidentially note the classification of employees from high to low performers, 

which are known as 'star, career, problem and deadwood' categories. Career 

management for higher level employees (grades 6 and 7) is centralised and 

monitored across the company. Although career planning is not yet structured, 

the president director and the board of directors are kept informed on the HR 

issues with regard to the career of the executives. 

Astra adopted two streams of career path, i.e. managerial and specialist paths. 

For all functional areas, employees can choose to be a specialist or take a 

managerial career path At the time of the research, career paths for engineers 

in the production companies had been formulated while the career path in HR 

was being developed. Career paths in other areas are yet to be developed. At 

various HR meetings, career paths were discussed as issues of top 

management's concern. Top management encourages managers to pay 

attention to the career development of employees and to adopt succession 

planning and replacement charts. 
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Employee Transfers 

Astra advocates rotation of employees among divisions and companies as a 

developmental activity. While there is an inclination by the companies in the 

divisions to keep employees from moving on, the head office encourages more 

transfers. Rotations and transfers are regarded not only as a method of finding 

people with more suitable jobs but also to facilitate job enrichment. Astra 

considers that transfers are an important means of retaining good employees. 

Employee perceptions of transfers, however, are mixed. As some managers 

put it: 

Some managers do not want to release their good subordinates for 

transfer. When they have subordinates with good potential, they tend to 

be secretive for fear that these people will be needed by and transferred 

to other companies. 

The mechanism of developing people through transfer is not working 

effectively. Employees often feel discarded when they are transferred. 

I have to explain carefully that they, on the contrary, are employees with 

good potential and that's why they are transferred. I think things are 

getting better now. 

Despite these problems, subordinates are usually consulted when the possibility 

of transfer arises. Employees generally accept transfers, even when this 

requires a move across company divisions, because employees identify 

themselves more as working for Astra rather than for a particular division or 

company. 

248 



Promotions 

Criteria for promotion include the result of performance appraisal, employee 

potential and business needs. Astra utilises what is known in the company as a 

'top stop' approach A 'top stop' approach is a promotion system whereby 

employees with limited potential may only be promoted up to a certain grade. 

Promotion decisions for grade 5 and below are taken at company or division 

level. Promotions for grades 6 and 7 (highest grade) are centralised in the 

corporate office where the board of directors and the CEO are actively involved 

in the decision-making process. 

There are issues of equity with regard to the pace of promotion because some 

companies promote their employees faster than others. This has created 

problems with job rotations and transfers because the grades in different 

companies may not refer to the same job weight. There is also concern that 

some managers are using promotion as a reward for good performance. In 

response to this issue, there have been suggestions from managers that 

promotfons should not be used as rewards. Good performance may be 

compensated with less permanent rewards, such as new job assignments, until 

potential is clearly identified. Conversely, the slow promotion process in some 

companies is considered disadvantageous because good people may become 

impatient and eventually leave. Hence, timely promotions are important. This 

is especially so because, as stated by one senior manager, 'when the company 

experiences high growth, people with skills and expertise in various levels are 

critically needed'. Identification of high potential employees, especially 'star' 

people, and their promotion, is regarded as crucial. 

Thus, Astra administers a great number of employee movements within and 

across divisions in the form of transfers and promotions. However, Astra lacks 
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a system that records transfers and promotions with regard to employee career 

plans. At the time of research, the HR. Department in the head office was 

developing an employee data base on employees who had completed induction 

training. The aim of this data base was to track career movements of 

employees in grades 4 and 5 and identify patterns and key factors in the 

advancement of employee careers. The :findings will be utilised to plan further 

development for these employees to enable them to reach the executive levels 

of grades 6 and 7. It is also envisaged that profiles of potential leaders will be 

identified which will assist efforts to retain these valuable employees. These 

tracking activities are also expected to provide input for selection of new _ 

employees as well as training to develop potential leaders. 

Assessment for Executive Qualities 

Information on employee potential may be obtained from assessments held in 

the recruitment centre or from observations conducted by the superiors. More 

accurate assessment tools, however, are needed. At the time of research, a 

consultant was working to identify executive qualities and the corresponding 

core competency factors. Information on the qualities was obtained by 

interviewing about 25 directors of the divisions and companies and all members 

of the board of directors. It is expected that assessment tools and testing 

measures can be developed. These tools can be utilised in activities such as 

recruitment and promotion. The application of these measures will prepare 

leaders to obtain the desired qualities for the development of Astra at present 

and in the future. 
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Compensation Practices 

Compensation at Astra is based on a total compensation approach which is 

annualised and contains components of salary, benefits and bonus. Salary 

includes pay for performance which is determined by the individual employee's 

performance appraisal as discussed earlier. The amount of performance pay 

influences the following year's salary. As noted earlier, employee bonuses are 

influenced by employee performance and the amount varies from year to year 

depending on the company's profit. 

Astra's salary structure is based on 5 pay grades. Each grade in the lower 

grades, i.e. grades 1 to 5, are divided into sub-grades, being A to F, and grades 

6 and 7 being A to D. Various interviews indicated that this structure, especially 

the use of sub-grades, is useful because movements between jobs can occur 

without greatly affecting pay. As explained by the Chief of Human Resources: 

Astra 's remuneration is not based on position but on grades which 

reflect the employee's competence. For example, Mr X was a general 

manager and now is head of a team and [this person] has no problem 

at all ... because salary and benefits stay with grades, not positions. 

There are several factors that influence pay decisions in Astra. First, market 

comparisons play an important role in determining pay in Astra. Salary and 

benefit surveys are carried out internally among companies in the divisions as 

well as externally against other companies, especially Astra's competitors. The 

surveys are jointly carried out every year with the assistance of consultants. 

Second, employee satisfaction with compensation has also been an influential 

factor in determining pay. At the time of research, the satisfaction index for pay 
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was 40 out of 100. The acceptable score according to Astra's standard at the 

time was 40-60. The satisfaction index for benefits was 66. Within the 

framework of HR vision 2000, it was planned that the satisfaction index for 

compensation should exceed 70. 

The increasing level of competition in the labour market for grades 4 and 5 has 

prompted Astra to revisit its compensation strategy for these grades. As a 

result, the compensation for new graduates at the entry level of grade 4 was 

significantly increased in 1995. Although not all companies in Astra 

immediately followed this move, the manager of compensation at the corporate 

office was of the opinion that this step would be inevitable in order to attract 

good people. This salary increase led to internal equity issues, however, as 

commented by a manager : 

Now the new-comers are paid quite highly. This has caused problems 

with the existing employees who often ask Why are the salary 

differences between those new people and us who have worked here for 

many years very small ? ' 

Although there was a perception that pay levels were above the market rate, 

some managers were of the opinion that compensation is not substantially 

competitive. This was especially felt in some functional divisions that faced 

higher competition in the labour market, such as fmance. As some line 

managers commented: 
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Things have been hard in the finance division. We are competing with 

banks and accounting firms who usually pay high salaries. This is 

especially so since the early 1990's, as the banking industry has been 

developing rapidly. It's hard to attract as well as retain people. 

Poaching was prevalent from higher to lower levels. It would be good if 

Astra's employees in the divisions that face higher competition were 

given special treatment. 

We are above the domestic companies but below the multinational 

enterprises. It is perhaps because of this reason that many of our 

employees leave the company and work for multinational firms. 

Expatriate compensation 

With regard to the company's increasing drive for internationalisation, the 

compensation section was in the process of developing compensation packages 

for employees working overseas. Salary packages were also developed for 

foreign expatriates working for Astra. The department will participate in 

international compensation surveys with an initial focus on the Asia Pacific 

region. 

The application of minimum wage 

Astra observes the fudonesian minimum wage policy set by the government that 

recommends the standard of 'minimum physical need' or minimum basic need. 
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While some companies in the divisions paid at the level of minimum physical 

need, many others paid Astra's version of the minimum physical need which is 

10 per cent higher. In 1995, however, Astra had to face a more challenging 

issue regarding the minimum wage, as the govermil.ent urged the application of 

a 'minimum living need' standard which is higher than the minimum physical 

need. 

Employee Benefits 

Astra provides employees with benefits required by the government, which is 

the result of the absence of the social welfare system in Indonesia. In addition, 

various benefits are privately provided by the company. The types of benefits 

are discussed briefly in the following section. 

The main employee benefits are as follows: 

• Astra provides social security benefits to all employees as required by the 

government. The Workers' Social Insurance Scheme (Jaminan Sosial 

Tenaga Kerja, abbreviated as Jamsostek) includes life insurance, retirement 

benefit, worker's compensation for work-related accidents and health 

insurance. Personal accident insurance is also provided. 

• Medical care is provided for employees and their families. The services 

include medical check-ups, dental care, hospitalisation and glasses. 

• Long service award is provided to employees who have worked for Astra 

for 10, 20 and 30 years. A long service leave for one month with salary is 

provided to employees every 5 years of service. 
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• A daily transport allowance is provided for all employees. 

• An allowance for sport and recreation is provided for all employees. Astra 

supports an annual recreation event for employees and their families which is 

called the 'Astra family day'. 

• Astra provides lunches daily to all employees. 

• Uniforms are provided to employees in certain departments, especially in 

production. 

• A .financial contribution is provided for marriage of employees, and birth 

and death of employees' family members. 

• Training at Astra is regarded as a benefit. Annually, employees are entitled 

to attend training for one week for lower grades, i.e. grades 1 to 3, and two 

weeks for grades 4 to 7. 

• The most popular benefit among employees in Astra is the car ownership 

program (COP). As an automobile manufacturer, Astra is able to attract 

employees with this benefit. This program is designed for higher level 

employees, i.e. grades 5 to 7. 

Incentives and Bonuses 

• A bonus of one month salary is provided yearly for religious celebration, 

either at Christmas for Christian employees or Ramadhan for Muslim 

employees. 
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• An annual bonus is provided on the basis of company profit. As noted 

earlier, employee performance influences the amount of this bonus. 

Astra continually develops the benefit program as it believes that benefits play 

an important role in attracting and maintaining employees. At the time of 

research, Astra was developing a cafeteria benefit system, whereby various 

benefit schemes are available from which employees can select their 

preferences. A housing loan scheme was also under consideration as a new 

feature in the benefit program. It is envisaged that the flexible nature of the 

cafeteria system will better match employees' needs and become a key success 

factor for attracting employees. Moreover, as expressed by the compensation 

manager, the cafeteria system will enhance employees' understanding of the 

benefit programs because employees can choose the types of benefits that suit 

their needs. 

Employee Relations 

Astra encourages employees to become members of employee organisations. 

Astra' s strategy with regard to employee organisations is based on the 

assumption that communication between the employer and employees can 

foster industrial peace. There are two employee organisations in Astra. The 

first one is an enterprise union which is called Ikatan Karyawan (Workers 

Association, abbreviated as IK). It is active in employee welfare activities, such 

as employee cooperatives. This type of employee organisation was partly 

influenced by Japanese management in Astra. 

The second is the All Indonesia Trade Union (Serikat Pekerja Seluruh 

Indonesia, abbreviated as SPSI), an employee organisation supported by the 
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government 7. The union participated in a Collective Labour Agreement 

(Kesepakatan Kerja Bersama, abbreviated as KKB). Both employee 

organisations are consulted in the establislnnent of company regulations. The 

company regulations govern employees' rights and responsibilities which 

include work relations, bipartite relations, wages, social security, awards, safety 

and health issues, leave and holidays, disciplinary measures, tennination and 

grievance procedures. 

Consultative Mechanism 

Within the umbrella of the employee organisations, the 'forum bipartit' or 

bipartite forum was established to act as a communication channel between 

employers and employees. Regular meetings are held between the two parties. 

There are three levels of participation within which management is involved in 

the forum, such as in the case of conflict resolution. Depending on the extent 

of the problem, discussions are held at the level of personnel manager, general 

manager of the HR division, and the board of directors level. Problems which 

cannot be solved in the bipartite forum are referred to arbitration by the 

Ministry of Manpower. Employees are encouraged to discuss their problems 

with their superiors in the first instance. While in some cases employees do so, 

in other cases they also utilise employee organisations to channel their 

grievances. 

, 7 In the wake of the abortive coup in 1965, the present New Order government 
banned all unions because of their affiliation to political parties, as discussed in 
Chapter 3. This measure was prompted because of extensive activity by the SOBSI 
union in the workplace. The SOBSI union was affiliated to the Indonesian 
Communist Party (PKI) that attempted the coup and was subsequently banned (Hill, 
1994). 
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Employees are expected to join an employee organisation. According to the 

Employee Relations manager interviewed, the majority of employees were 

members of the enterprise's Workers Association. Astra enjoys, relative 

industrial harmony. When a strike occurs, the causes are generally 'non

normative', meaning those that do not violate Indonesia's employment 

regulations, such as issues concerning the level of bonus and salary increase. A 

strike due to 'normative' causes, such as minllnum wages, occurred only once in 

1992 and happened in a company newly acquired by Astra. Nevertheless, in 

recent years, there has been increasing attention paid by Astra management to 

industrial relations issues. This is in part due to the fact that industrial conflict 

in Indonesia has often gained attention in the international arena and mass 

media. There are increasing initiatives, both from the management and 

employee organisations, to improve organisational activities such as 

negotiations. 

ANALYSIS OF THE ASTRA CASE STUDY 

The analysis of the case study findings in Astra is discussed with regard to the 

company's business environment that provides a context to HRM practices 

carried out in Astra. Analysis of the HRM practices include HR. planning, 

hiring practices, performance management, training and development, career 

management, compensation, and employee 'relations. The role of Corporate 

Human Resources will also be analysed. 

Astra's Business Environment 

Astra was founded in the hey day of the nationalisation of hundreds of Dutch 

enterprises in 1957-58, as noted in Chapter 3 of this thesis. During that time, 
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many Chinese businesses benefited from the chaotic business environment 

resulting from the departure of the Dutch nationals as the nationalised 

enterprises fell in to the hands of unskilled Indonesian nationals. 

Astra has expanded its business in line with the growth of the Indonesian 

economy. It has taken advantage of opportunities and challenges arising from 

the country's various deregulation measures, such as the opening-up of the 

market to foreign investors and the privatisation drive. The approaching free 

trade era has had the most influence in shaping Astra' s strategy in the recent 

past. Astra recognises the importance of efficiency and product quality in the 

increasingly competitive market. The intensifying pressure in the domestic and 

global environment has sharpened the orientation of Astra's goals and strategy. 

This is reflected in Astra Vision 2000. Astra's corporate human resource 

department is making an effort to align HR. practices with the company's goals 

and strategy. 

Human Resource Planning 

Astra has been able to incorporate various considerations in its planning of 

human resource needs. The inclusion of factors such as the company's business 

direction and changes in technology are important elements in the plan. 

However, the business environment at Astra appears to fluctuate. For this 

reason, the company seems to focus only on the short-term horizon. Astra's 

drive for expansion and diversification makes human resource planning 

particularly important. Organisations 'need to have a long-term horizon, since 

their human resource characteristics are so slow in changing' (Schuler et al., 

1992:75). In this case, Astra could benefit from some shorter-term flexibility 

while considering long-term planning. 
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Hiring Practices 

Astra's recruitment activities have undergone a great deal of change. Its new 

recruitment strategy to attract Indonesian graduates studying overseas was 

highly successful. The increasing involvement of line managers in recruitment 

and selection processes has increased the fit between applicants and the 

departments that employ them Applicants recruited in the company, however, 

had been affected by delays which tended to cause withdrawals. The 

involvement of line management had resulted in a prolonged selection process 

due to the administrative inefficiency of the recruitment centre and the business 

units and divisions. At the time of research, therefore, the recruitment centre 

was beginning to develop a reengineering program to shorten the time of 

selection and improve the effectiveness of the selection process. 

Nevertheless, the selection process in general was still very unstructured. The 

mechanism for identifying employee characteristics was very limited which 

resulted in difficulties for both the recruitment centre and the line managers in 

obtaining the employees needed. The line managers were not able to specify 

the skills demanded by the jobs. This is hardly surprising, given that Astra does 

not use job descriptions. Due to the absence of job descriptions, the 

recruitment centre's plan to identify jobs in the work place will be a difficult task 

which is unlikely to succeed. 

Performance Management 

The application of the ATQC cascading approach has assisted Astra in 

managing its employee performance. ATQC has provided some degree of 
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congruence between employee activities and the company's goals. Performance 

appraisal in Astra appears to have complemented the TQC!TQM program. The 

performance appraisal system is able to provide a link between employee 

performance and pay. In addition, promotion decisions are influenced by 

information from performance appraisals. 

Employee performance ratings are determined in a joint consultation between 

subordinates and superiors. The use of self-rating, in addition to appraisal by 

the superior, has provided an opportunity for superiors and subordinates to 

communicate about employee performance. This communication could help 

resolve issues when disagreement about employee performance arises. 

However, the use of the forced distribution method has caused equity problems 

which have resulted in a perception of unfairness. In this respect, the 

determination of employee performance level could be undermined. The 

resulting level of performance could be perceived as not reflecting the 

employee's goal achievement. In this regard, the HR Department seems to be 

able to provide only limited assistance to line managers. 

Training and development 

Astra's training and development activities have undergone significant change. 

Management development has assumed greater importance, aiming at better 

linkage between training and development activities and work practices. Astra 

continually conducts employee performance appraisals. While the ratings of 

appraisals are critical for pay decisions, information on employees' performance 

discrepancies were not used for training needs purposes. Employee 

development was mostly carried out on-the-job through transfers and 

promotions. 
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There have been some promising developments, however, to involve line 

managers in identifying and designing training. While this development was in 

large part initiated by the line management, it was well accepted by the HR. 

staff. The involvement of line managers appears to have provided a good 

model for training needs identification and training implementation. Another 

initiative introduced by the HR. staff was to use a focus group approach to 

identify training needs in HR. If the focus group approach proves successful, it 

could be implemented across the organisation. In addition, the tracking 

program has reflected the efforts by the corporate HR. department to identify 

training needs. Thus, these recent developments are important elements in the 

new approaches to training and development. 

The training and development centre, AMDI, has made an effort to improve 

training services for employees in recent years. Beginning from a narrow 

orientation of class room activities, AMDI has expanded its programs for higher 

level managers by utilising Astra' s international networks. This expansion, 

however, has put pressure on the limited training resources. For example, 

induction training, which is important for new employees, has been conducted 

for only half of the total number of new graduate employees. In addition, 

Astra' s fast business expansion has exacerbated the lack of training resources. 

Consequently, many requests for assistance by the training centres in the 

numerous companies in the divisions have yet to be fulfilled. At the time of 

research, therefore, AMDI was beginning to develop 'a train the trainer' 

program in an effort to provide more resources to the business units. 
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Career Management 

The 'people review' sessions of performance appraisal seem to have enhanced 

communication between superiors and subordinates as they have enabled 

discussion about employee performance and potential. However, Astra's career 

management is unstructured and the use of career paths is still limited. While 

top management encourages the management of career movements at executive 

levels, lower level employees receive limited career attention. Job movements 

in the form of transfers and promotions have provided employees with 

development opportunities. Employees are identified for their potential, ranging 

from under-performing to high-performing 'stars'. However, these development 

activities have little influence on career paths. Therefore in 1995, Astra was 

beginning to develop employee tracking efforts in order to obtain an indication 

of patterns of career development_,_ 

Astra has yet to resolve problems regarding inter-division transfers to achieve 

job equity. There is concern about providing opportunities for high performing 

employees to develop instead of being tied to one division or company. While 

the induction program has been a success in introducing new employees to the 

company's culture and management system, Astra fails to retain employees. 

Turnover of employees in supervisory and junior managerial levels was high 

As one senior manager commented: 'Astra is a kind of 'post-graduate' training 

institution for other companies. The new graduates come and get some 

experience here. And after we train them for some years, they leave and work 

somewhere else'. This unfavourable situation has created a gap in the middle 

and senior managerial levels. While this seems to be due to unstructured career 

paths, the gap is exacerbated by the lack of internal promotions. Nevertheless, 

the recent focus on creating leaders seems to provide some prospect for 

building potential employees from within the company. The recruitment of new 
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graduates from overseas reflects Astra's commitment to developing leaders and 

further highlights the need to retain employees. 

Compensation Practices 

Compensation at Astra is linked to employees' performance which is reflected in 

the use of merit pay. In this way, high perfonning employees are recognised. 

Performance-based pay, however, has raised issues of inter-departmental 

equity. While the HR. Department emphasised the use of a forced distribution 

method, presumably because of cost considerations, the line managers are more 

concerned with the congruence between employees' performance and goal 

achievement. This dilemma of linking pay and performance has indicated the 

need for HR. managers to provide assistance to line managers with regard to. 

goal achievement and pay. 

Astra has actively participated in market salary surveys. The company is also 

highly observant of labour market conditions which have influenced pay 

decisions. The company's increased emphasis on the recruitment of new 

graduates has coincided with heightened market competition for this labour 

segment. For this reason, pay at entry level for new graduates was increased as 

a strategy to attract this group of employees. Though this has caused some 

internal equity problems, in this instance, Astra appears to be driven more by 

market competitive pressures. In other situations, however, labour market 

competition has posed different problems. While a group of jobs is equitably 

paid internally, such as those in finance, these pay rates do not meet the market. 

The pay strategy to maintain internal equity in this regard has made it difficult 

to attract and retain people for particular jobs. Thus, Astra has yet to consider 

on which pay levels are needed to meet organisational goals. 
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Unlike other enterprises in Indonesia, training in Astra is regarded as a benefit. 

This conveys the message that the company is committed to employee 

development. The provision of long service benefits also demonstrates that the 

company encourages loyalty. Astra's total compensation system, however, has 

yet to address some of the issues which hinder the achievement of 

organisational goals. While on the one hand Astra is exploring ways in which 

the benefits remain attractive, on the other hand, there are issues of 

competitiveness of pay level which decrease the company's ability to retain 

employees. The implementation of the more flexible benefits of a cafeteria 

system, therefore, will become an important element in utilising compensation 

to attract and retain employees. 

Employee Relations 

Astra appears to have been able to maintain industrial peace. This may be 

influenced by various reasons which include the possible options for employees 

to become members of the adopted Japanese style of enterprise union or the 

government's sponsored trade union. In addition, the grievance procedure and 

consultative mechanism seem to be useful in providing channels for employee 

communication. Employee relations in Astra indicate that human resource 

activities in an Indonesian enterprise are inescapable from the scrutiny of 

international forces. This appears to have encouraged the carrying out of 

sound industrial relations practices. 

The Role of the Corporate HR Department 

The Corporate Human Resources department receives a high level of 

representation as a corporate function at the corporate headquarters. It works 
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closely with top management in managing Astra's executives. It assists in the 

process of cascading organisational goals and strategies to the groups and 

divisions. The corporate HR. department has begun to assume a role as 

consultant to other parts of the organisation. The HRMSA team works with 

divisions and companies to help align their HR. strategy with organisational 

strategy. Other implementation programs of HR. initiatives from the corporate 

office across the organisational levels are still limited, however. 

Astra has adopted various HR. practices from its strategic alliances with foreign 

partners. In attempt to develop a stronger corporate culture, Astra is trying to 

institute the culture to the divisions and companies, even to the companies 

where strategic alliances are present. Some degree of decentralisation of HR. 

function precludes corporate HR. from instituting policies in Astra's divisions 

and companies. However, the corporate office aims to provide guidance to the 

companies as a means of institutionalising Astra's culture. These efforts have 

not yet been successful. The plan of establishing more formal links with 

company divisions in the form of HR. counterparts will be an important element 

in the development of corporate HR's consultancy role. 

Although line managers have not participated in the management of HR. fully, 

the HR Department has in many instances consulted both line managers and 

employees for various HR decisions, such as transfers and the selection of new 

employees. In fact, the involvement of line managers in some HR initiatives, 

such as the establishment and delivery of some training programs, are initiated 

more by line managers than the HR. Department. In this case, the HR 

Department could learn from this experience to enhance the role of line 

managers to be HR managers. 
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CHAPTER SUMMARY 

This chapter has discussed the findings of the PT Astra International case study. 

Astra's businesses have grown along with the expansion of the Indonesian 

economy. Astra has extensive foreign business partners that have contributed 

towards the development of its HRM practices. 

Various HRM practices m Astra are not functioning well. Its career 

development is unstructured and there is concern about the turnover of 

employees at lower management levels. Training and development are limited. 

However, there has recently been a great deal of effort to improve HRM 

practices. This appears to have been caused by the increasingly competitive 

business environment as well as increasing demand in the labour market. Astra's 

recruitment is now oriented towards obtaining potential candidates who can be 

developed into leaders. Astra has embarked on new initiatives in the tracking 

of employees' career development which should lead to the development of 

various HRM activities. Astra's training and development have been reoriented 

towards workplace improvement modelled on international practices. 

Astra has developed a number of ways to attract and retain employees, such as 

the provision of a competitive compensation system and by meeting employees' 

needs with regard to benefits. Though still limited, there has been cooperation 

between the HR. Department and line managers in carrying out HR. practices. 

While various challenges remain to be resolved, Astra' s current effort in 

managing its people is good ground for further measures toward improving its 

HRM practices, and thus supporting Astra to achieve its corporate goals. 
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CHAPTER 9 

SURVEY OF HUMAN RESOURCE MANAGEMENT 

IN INDONESIA 

OBJECTIVES OF TIDS CHAPTER 

The objectives of this chapter are to report and analyse the findings of a survey on 

human resource management practices in Indonesian enterprises. The survey was 

conducted from July to September 1995. The aim of the survey was to provide 
I 

baseline data on issues related to hiring, training and development, performance 

appraisal and compensation practices. The analys~s and discussion of the survey 

results focus on the extent to which these HRM activities are currently practised in 

Indonesian organisations. This chapter also discusses the perceptions of 

respondents about which HRM practices are desirable in order to achieve 

organisational effectiveness. 

SURVEY DESIGN 

As discussed in Chapter 6, this survey study was conducted as part of the 'Best 

International Human Resource Management Practices' project, hereafter referred to 

as the Best Practice survey. The goal of the Best Practice study is to identify 

human resource IlliUlagement practices that promote the competitive advantage of 

organisations and to develop a contingency model of HRM at the international level 

(Teagarden et al., 1995). The data had been collected in 20 countries and reports 
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include studies from USA, Korea, Japan, and Taiwan (Huo et al., 1996); China 

(Zhu, 1996); and Australia (De Cieri, 1997). The survey study in this thesis 

adapted the original Best Practice questionnaire and the Australian version of the 

questionnaire. In this adaptation, several items were included specifically for the 

Indonesian sample. · This inclusion took into account the distinct Indonesian 

environment, such as the educational system and company ownership. This 

adaptation is supportive, of the assertion by Teagarden and Von Glinow (1997:12) 

that 'many specific human resource management practices are culturally bound and 

thus represent emic or culture specific phenomenon'. 

Analysis in this research study focused on four main sections of the survey. The 

first section was concerned with the background of respondents. Information 

sought comprised of age, gender, educational background, and· the formal 

supervision of employees. The second section focused on obtaining information 

about enterprise characteristics which comprised of ownership of the company, 

type of industry, number of employees, and business environment of the company. 

With particular regard to ownership, the adaptation observed ownership patterns 

prevalent in Indonesian organisations, namely state-owned, domestic private, 

foreign private, and joint ventures. 

The fourth section focused on HRM practices. This survey study analysed four 

HRM practices, namely hiring, training and development, performance appraisal 

and compensation practices. As also applied in the Australian version of the 
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questionnaire, the Indonesian adaptation of the performance appraisal section of the 

survey separated information about organisations that do and do not conduct 

formal performance appraisal. For the Indonesian situation, this consideration was 

given on the basis of the findings in the pilot survey for this study which indicated 

that some Indonesian organisations do not conduct formal performance appraisal. 

DATA COLLECTION 

As discussed in Chapter 6, this survey study used a 'quasi-theoretical sampling' 

strategy whereby respondents were drawn from various sources (Teagarden et al., 

1995). This approach is suggested by methodologists such as Brewster et al. 

(1996) who have noted the complexity of developing a mailing list for a national 

survey. Thus, as discussed in more detail in Chapter 6, sample respondents 

comprised of members of the Association of Human Resource Management in 

Indonesia (AMSM) which were obtained through a mail survey; students in two 

management schools; and respondents from various enterprises. The latter group 

of respondents were obtained through a snow-ball sampling approach which was 

also used in the Best Practice survey conducted in other countries (Teagarden et 

al., 1995). In total, there are 247 responses useable for analysis. 
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SURVEY RESULTS 

The survey results are reported in two sections. The first section outlined the 

background information of the survey and the second section discusses the findings 

and analysis of HRM practices. 

Background Information 

The survey results on background information comprise of characteristics of 

respondents, characteristics of organisations and industry, and the respondents of 

description of the business environment in Indonesia. These results are presented in 

the following sections. 

Characteristics of Respondents 

As shown in Table 9.1, there is a marked representation of respondents under 40, 

with 47% in the 30-39 age group and 18% below 30. The majority of the 

respondents were male, who accounted for 82% of the sample. The under

representation of female respondents may be attributed to the fact that a majority of 

respondents were in supervisory positions (81 %). Women in Indonesia have been 

under-represented at supervisory levels. Almost all respondents had some form of 

tertiary education (94%). The majority of respondents (64%) had completed a 

Sarjana (undergraduate degree) and 19% had postgraduate degrees. These figures 

may not be representative of Indonesia's management population. This may be due 
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to the fact that the sample was derived mainly from graduate schools of 

management which normally require a tertiary qualification for entry. 

Table 9.1 
·Sample Characteristics 

n 

Age 

Under30 44 

30-39 115 

40-49 61 

50-59 25 

60 and over 2 

Gender 

Female 44 

Male 203 

Educational Background 

Senior High School 7 

Some Tertiary Education 11 

Undergraduate Degree 170 

Some Postgraduate Education 5 

Postgraduate Degree 46 

Supervisory Position 

Yes 201 

No 40 

* Missmg data account for totals less than 247 

n =247* 

% 

18 

47 

25 

10 

1 

18 

82 

3 

5 

71 

2 

19 

83.1 

16.9 
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Industry and Organisation's Characteristics 

The organisation characteristics are shown in Table 9.2. On the whole, over half 

the respondents (55%) were from private domestic companies and 13% were from 

state-~wned enterprises. 

Table 9.2 
Type of Organisation and Industry 

n =247* 
n % 

Type of Organisation 

CJove111lllentA.gency 2 1 

State-owned Enterprise 32 13 

Private - Domestic Enterprise 135 55 

Private - Foreign-owned Enterprise 40 16 

Joint Ventures 28 11 

Type of Industry 

Manufacturing 118 48 

Services 94 39 

*Missing data account for totals less than 247 

Employees from foreign and joint venture companies made up 27% of the 

respondents. As shown in Table 9.2, the majority of the respondents (49%) were 

from companies whose revenue is derived from manufacturing products and 38% 

were from the service sector. Respondents were asked to record the number of 

employees in their organisation. The number of employees was then grouped by 

the researcher into several categories based on the size of company. As shown in 
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Table 9.3, most of the respondents (85%) were from large companies employillg 

more than 100 employees, of which 7.6% had 10,000 employees and above (range 

= 7 - 85,000, median= 1000). 

Table9.3 
Size of Organisations 

Number of employees % 
( Median = 1000 ) 

Up to 100 15.2 

101 - 1000 35.9 

1001 - 10,000 40.4 

10,001 - 50,000 6.3 

above 50,001 1.3 

The Business Environment in Indonesia 

Respondents were asked to describe the busilless environment faced by their 

organisations. Respondents reported on a Likert type scale rangillg from 1 (Very 

false) to 5 (Very true). The results are shown ill Table 9.4. Respondents reported 

that the busilless environment was characterised by high market competition, rapid 

change and complex product/service technology. Further, respondents disagreed 

that there was an abundant supply of skilled people ill the labour market (mean= 
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2). This finding is in keeping with the contention discussed in Chapters 2 and "3 that 

there is a shortage of skilled people in Indonesia. 

Table 9.4 
Business Environment in Indonesia 

Mean Median SD 

1 Marketplace competition has increased 3.89 4 0.90 
dramatically. 

2 Conditions in our business environment are 3.73 4 0.85 
rapidly changing. 

3 Government regulations are rapidly changing. 3.28 3 0.92 

4 The technology in our product/service is 3.65 4 0.83 
complex. 

5 Abundant supply of skilled people in the labour 2.57 2 0.93 
market. 

Scale: Very false (1), False (2), Neither true nor false (3), True (4), Very true (5). 

Discussion of HRM Practices 

This thesis analyses four HRM practices in the original Best Practice survey, 

namely hiring, training and development, performance appraisal and pay practices. 

For each group of HRM practice, respondents were asked two types of questions. 

First, they were asked to indicate to what extent the items describe the way the 

HRM practice was conducted at the time of the survey ("Is Now"). Second, 
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respondents were asked to what extent the practice ought to be conducted to 

promote organisational effectiveness ("Should Be"). This thesis uses the terms 

'current' and 'desired' for "Is Now" and "Should Be" situations respectively. 

Respondents reported on a Likert style scale ranging from 1 (Not at all} to 5 (To a 

great extent). The English (both the original and Australian adaptation) and 

Indonesian versions of the questionnaire are shown in Appendix 1 and 2. 

firing Practices 

There were ten items in the Hiring Practices section of the questionnaire. 

Respondents were first asked to indicate the extent to which these items influenced 

the hiring decisions in their organisations, and, second, the extent to which they 

should influence hiring decisions to promote organisational effectiven~ss. Paired

sample t tests (two-tailed level of significance) were performed to test the 

difference between the means in both the current and desired situations. The results 

are presented in Table 9 .5. There are significant differences between the current 

and desired mean scores for all items. Each item in the desired situation has a 

larger mean than that in the current situation except for "having the right 

connections (eg. school, family, friends, region, government, etc.)". These results 

indicate that respondents were of the opinion that with the exception of the latter 

item, the other nine items should have more influence on hiring decisions. Figure 

9.1 shows the comparison between the current and desired mean scores. 

Respondents reported that hiring decisions in their organisations tended to consider 

a candidate's ability to perform the technical requirements of the job ('current' 
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Table 9.5 
Hiring practices: current and desired situations 

'Current' 'Desired 
Item Mean Mean T-value 

(SD) (SD) 

Hiring decisions are influenced by: 

1 A person's ability to perform the technical 3.38 4.16 13.90* 
requirements of the job (0.90) (0.66) 

2 A personal interview. 3.56 3.93 7.29* 
(0.89) (0.70) 

3 A person's ability to get along well with 3.13 3.82 11.19* 
others already working here. (0.87) (0.77) 

4 Having the right connections (eg. school, 2.72 1.88 - 9.72* 
family, friends, region, government, etc.). (1.22) (1.06) 

5 The organisation's belief that the person will 2.95 3.67 9.23* 
stay with the organisation (eg. 5 years or (1.04) (0.97) 
longer). 

6 An employment test in which the person 3.26 4.04 10.97* 
needs to demonstrate their skills. (1.09) (0.75) 

7 Proven work experience in a similar job. 3.05 3.62 9.67* 
(0.98) (0.89) 

8 A person's potential to do a good job, even if 3.08 3.82 13.80* 
the person is not that good when they first (0.73) (0.70) 
start. 

9 How well the person will fit the 3.13 3.89 12.03* 
organisation's values and ways of doing (0.86) (0.79) 
things. 

10 Future co-workers' opinions about whether 2.46 2.64 2.76* 
the person should be hired. (1.09) (1.16) 

*p<.05 
(n.s) =not significant 
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mean= 3.38); and candidate's potential to do a good job ('current' mean= 3.08) 

received lesser weight. These findings indicate that organisations focused on 

obtaining people with the ability to perform the job. This is presumably due to the 

competition to obtain skilled people because of the lack of people with technical 

skills in the Indonesian labour market, as shown in Table 9.4 (also in Gey-Gardiner, 

1991, 1997; Cameron, 1997). In response to question about the extent to which 

technical skills should be a factor in hiring decisions, respondents strongly 

recommended that a candidate's ability and potential should be given higher priority 

('desired' mean= 4.16, t= 13.90, p<.05; 'desired' mean= 3.82, t= 13.80, p<.05, 

respectively). This indicates that respondents were aware of the importance of the 

fit between a candidate's skill, knowledge and abilities and the demands of a job 

(Liff, 1997). 

In line with the importance of assessing an applicant's technical skills in the 

selection process, organisations also want to know about an applicant's social 

abilities by assessing interpersonal and organisational skills (Schneider & Smith, 

1997; Huo et al., 1996). Responses indicated that organisations tended to value 

equally an applicant's ability to get along with others and the degree of fit with the 

organisation's values and culture (both 'current' means= 3.13). These findings 

indicate that interpersonal relationship and organisational skills were equally valued 

for the effective functioning of the organisation (Schneider & Smith, 1997). When 

this is compared with respondents' view on the extent to which these practices 

should be a factor in hiring decisions, significant increases are evident. These 
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results illdicate that respondents preferred greater emphasis on both the fit with 

organisation culture ('desired' mean= 3.89, t= 12.03, p<.05) and illterpersonal 

relationships ('desired' mean= 3.82, t=ll.19, p<.05). In this regard, findillgs ill 

this research study, both HRM currently practiced and desired by respondents, do 

not support fmdillgs ill Bayerl's study (1994). Bayerl (1994) found that 

interpersonal relationships in Indonesia, which are highly valued ill a collectivist 

society such as Indonesia (Hofstede, 1980, 1983, 1997; Triandis & Bhawuk, 1997), 

often prevail at the expense of organisational tasks. Thus, this survey study reveals 

that while Indonesian society retains its collectivist value of interpersonal 

relationships in the workplace, there appears to be increasing awareness of the 

importance of organisational tasks. 

With respect to candidates' interpersonal and organisational skills, this study also 

assessed these skills on the basis of the extent to which an applicant has the right 

connections (eg. school, family, friends, region and government connections). In 

this regard, Huo et al. (1996:7) have suggested that 'if the person is well connected 

to either internal or external constituencies, there would be a higher likelihood that 

he or she could easily assimilate with the task environment'. Respondents reported 

tQ.at connections were moderately considered in hiring decisions in their 

organisations ('current' mean= 2.72). Various authors have observed that this 

practice is prevalent in the workplace in Indonesia (Wibisono, 1996; Bayerl, 1994; 

Booth, 1992) and ill other countries with collectivist societies (Huo et al, 1996; 

.Sinha, 1997). It is important to note, however, that ill response to the extent to 
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which connections should receive emphasis, a strong preference was evident for 

this factor to be significantly reduced ('desired' mean= 1.88, t= -9.67, p<.05). This 

finding may be attributed to the fact that the use of personal connections in 

Indonesia, notably the practice of nepotism, often disregards the importance of 

technical skills needed by organisations (Sinha, 1997; Wibisono, 1996; Booth, 

1992; Bayerl, 1994). This practice reinforces the perception of unfairness and 

favouritism (Fisher, 1997) and encourages the recruitment of 'like by like' (Iles & 

Salaman, 1995:211). While the disapproval of connections reflects the need for 

organisations to be more effective (Wibisono, 1996), it could be argued that it also 

indicates a change in social values from an emphasis on personal relationships to an 

orientation towards tasks (Sinha, 1997). This is consistent with the previous 

finding regarding the preference for greater organisational skills over interpersonal 

skills. Thus, it could be concluded that all items pertaining to the assessment of a 

candidate's social skills in this study indicate a shift in social values toward task 

orientation - at least in the organisations covered in this survey. 

This study investigated the extent of longevity as an issue in hiring decisions. Huo 

et al. (1996:8) have noted the importance of a candidate's length of employment in 

the organisation 'so that [the organisation's] investments in recruiting, training, and 

socialising [the candidate] could pay off'. Responses showed, however, that 

organisations were moderately inclined to consider whether a candidate would stay 

for a long time in the organisation, e.g. five years or longer ('current' mean= 2.95). 

This finding indicates that Indonesian organisations tend to be oriented towards an 
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employment approach with shorter tenure. This seems to reflect the employment 

practice adopted by Indonesian organisations from the private sector, which formed 

the bulk of the sample in this survey study. Examination of the respondents' view 

of the extent to which employee's length of employment should be a factor in hiring 

decisions, indicated that only a moderate increase was preferred ('desired' mean= 

3.67; t = 9.23, p<.05). This reflects the respondents' tolerance of employee 

mobility, a practice which was rare in the days of public sector domination in the 

Indonesian economy. While increasing employee mobility can be attributed to the 

lack of technical and managerial expertise in the Indonesian labour market (Habir, 

1995), mobility may at the same time provide opportunities for employees to gain 

career advancement (Kane, 1997). It should be noted that the majority of 

respondents in this survey study were Indonesians with a high level of educational 

who occupied managerial positions in organisations (see Table 9.1). Employees 

with these characteristics are likely to view their career as 'boundaryless' which 

may entail movement across several employers or even different occupations (Noe, 

Hollenbeck, Gerhart & Wright, 1997:422). 

This survey investigated the extent to which various selection methods are used in 

Indonesian organisations. Responses indicated that organisations tended to use 

personal interviews ('current' mean= 3.56); and, to a lesser degree, employment 

tests ('current' mean= 3.26) and proven work experience in a similar job ('current' 

mean= 3.05). A possible explanation of the predominant use of interviews may be 

attributed to the situation of the labour market. As noted earlier, the results of this 
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survey study indicate that there is a scarcity of people with technical skills in the 

labour market in Indonesia (see Table 9.4). In this situation, it is likely that 

recruitment activities do not provide a sufficient pool of potentially qualified job 

applicants. When this circumstance occurs, organisations may have difficulty 

selecting individuals who match with the demands of the jobs (Schuler, et al., 

1992). In this regard, personal interviews would be a more useful selection 

technique because, as McGraw (1997) has noted, an interview allows the 

identification of generalities about an applicant's qualifications. McGraw (1997) 

goes on to state that questions in an interview may help obtain an overall 

impression of the candidate's competence. Studies have reported that interviews, 

rather than employment tests, can better assess interpersonal skills as well as the 

applicant's fit within the organisation's culture (Di Milia & Smith, 1997; Huo et al., 

1996). 

Responses indicated a preference for the above selection methods to occur to a 

greater extent. In this respect, it is interesting to note that respondents considered 

that personal interviews should have the smallest increase ('desired' mean= 3.93; 

t=7.29, p<.05) relative to other methods. This may be reflective of the debate 

regarding the use of interviews as a selection technique, especially in a society that 

values highly personal relationships, such as Indonesia (Hofstede, 1980, 1983, 

1997, Triandis & Bhawuk, 1997). In this regard, for example, interviews are often 

manifestations of the relationship orientations of managers who tepd to prefer 'in

groups' which at times may interfere with their effective functioning (Sinha, 1997). 
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This finding is supportive of the controversial issue of connections discussed 

earlier. The conflicting aspects of personal interviews may have attributed to the 

respondents' preference for a much greater use of employment tests ('desired' 

mean= 4.04, t= 10.97, p<.05). Thus, it could be inferred that respondents showed 

awareness of the higher reliability of employment tests as selection techniques (Di 

Milla & Smith, 1997). In addition, respondents seemed to be in favour of a more 

balanced combination of selection devices to gain complementarity and less-biased 

hiring decisions (Schuler et al., 1992). 

With particular regard to the assessment of candidate's social skills, studies have 

sho~ that future co-workers' opinions about the candidate may be used for the 

screening (McGraw, 1997, Huo et al., 1996) and socialising of insiders 

simultaneously (Sutton & Louis, 1987). Responses in this survey indicated, 

however, that organisations placed little importance on future co-workers' opinions 

in hiring decisions ('current' mean= 2.46). Moreover, responding to the role 

future co-workers should play in selections, respondents recommended only a 

modest increase ('desired' mean= 2.64; t= 2.76, p<.05) relative to other practices. 

These findings are likely to reflect Indonesian social values which place high 

significance on group orientation whereby members of a group maintain harmony 

within the group (Gibson, 1997, ~ofstede, 1980, 1983, 1997). In this social 

environment, it is possible that co-workers' opinion is not a significant issue in 
~ 

hiring decisions because a newcomer is expected to and will automatically adjust to 

the group norm (Harris & DeSimone, 1994). 
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To summarise, this study has indicated that hiring practices in Indonesian 

organisations consider both technical and social skills of the candidate and that both 

types of skills are regarded as equally important for the effective running of an 

organisation. Technical skills are primarily assessed on the basis of a candidate's 

ability to perform the job rather than her or his potential. Personal interviews are 

the selection method that receives the greatest emphasis while co-workers' opinion 

is used the least. Respondents were of the view that consideration of a candidate's 

skills, both technical and social, and the use of selection methods to assess them are 

not at desired levels. Respondents recommended hiring practices which place a 

greater emphasis on task orientation. For this reason, a more balanced use of 

selection techniques is preferred. As a consequence, the need for a change in social 

values is revealed, such as in a reduction in the emphasis of connections and 

interpersonal relationships. The respondents' moderate agreement in regard to 

long-term employment reflects the pursuit of 'boundaryless' career advancement in 

line with this shift. While this study has revealed cultural change, some values 

have not changed. This study has indicated the preservation of Indonesian cultural 

aspects in the workplace as reflected in the continual appreciation of group 

harmony as currently practised in the organisation and desired by respondents in the 

survey. 
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Performance Appraisal Practices 

Respondents were asked to indicate whether they did or did not conduct fonnal 

performance appraisal in their organisations. Seventy-two per cent of respondents 

indicated that their organisations conducted formal performance appraisal and 28% 

of respondents reported that no fonnal performance appraisal was undertaken in 

their organisations. Respondents from organisations that conducted performance 

appraisal were further asked to describe the extent to which the items were 

currently included in the organisation and the extent to which the items should be 

used to promote organisational effectiveness. T tests with two-tailed level of 

significance were calculated to test the difference between the current and desired 

mean scores. The results are shown in Table 9.6. There are significant differences 

between the current and desired mean scores for all items. A comparison of the 

mean scores is presented in Figure 9.2. 

Respondents whose organisations did not conduct fonnal performance appraisal 

were asked to provide responses only for the desired situation to obtain their 

opinion regarding the extent to which the items should be used to promote 

organisational effectiveness. Table 9. 7 shows the means, medians and standard 

deviations. Figure 9.3 presents the mean scores. Most of the mean scores are on 

the higher level of responses ('desired' mean scores around 4) which is consistent 

with results from organisations that conduct formal performance appraisal. These 

findings indicate that respondents from all organisations, regardless of whether their 
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Table 9-6 

Performance appraisal practices: current and desired practices 
(in enterprises that conduct performance appraisal) 

n=161 

Mean Mean 
Items Current Desired T-value 

Possible purposes of Performance Appraisal: 

Determine appropriate pay. 3.07 4.03 14.52* 

Document subordinate's performance. 3.22 4.1 14.70* 

Plan development activities for subordinate 2.87 4.21 20.16* 
(training, new duties). 

For salary administration. 3.26 3.82 8.42* 

Recognise subordinate for things done well. 3.18 4.12 15.08* 

Lay out specific ways in which subordinate 2.94 4.23 20.12* 
can improve performance. 

Discuss subordinate's views. 2.84 3.92 16.85* 

Evaluate subordinate's goal achievement. 3.02 4 16.21* 

Identify subordinate's strengths and 3.05 4.09 16.72* 
weaknesses. 

Allow subordinate to express feelings. 2.79 3.87 15.63* 

Determine subordinate's promotability. 3.1 4.05 15.06* 

(n.s) =not significant 
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Figure 9.6 

Performance appraisal practices: current and desired situations 
(in enterprises that conduct performance appraisal) 

n= 161 

1 2 3 4 

Determine appropriate pay. 

Document subordinate's performance. 

Plan development activities. 

For salary administration. 

Recognise things done well . 

Plan ways to improve performance. 

Discuss subordinate's views. 

Evaluate goal achievement. 

Identify strengths and weaknesses. 

Allow to express feelings. 

Determine promotability. 

5 

288 



organisations did or did not implement formal perlormance appraisal, believed that 

each item should be incorporated to a greater extent into perlormance appraisal. 
' 

Respondents reported that their organisations tended to use perlormance appraisal 

results for purposes related to promotion ('current' mean= 3.1); perlormance 

documentation ('current' mean= 3.22); and salary decisions which include salary 

administration ('current' mean= 3.26,) and pay determination ('current' mean= 

3.07). Thus, it appears that the perlormance appraisal system in Indonesian 

organisations primarily serves administrative purposes (Kramar, 1997; Milkovich & 

Boudreau, 1997; Noe et al., 1997). When describing the extent to which 

perlormance appraisal should serve these purposes, respondents showed a modest 

preference for salary administration ('desired' mean= 3.82, t= 8.42) relative to 

other uses. In contrast, responses showed that perlormance appraisal results should 

be used to a greater extent for determining pay ('desired' mean= 4.03, t= 14.52, 

p<.05) and promotion ('desired' mean= 4.05, t= 15.06, p<.05), indicating a 

preference for promotion and pay to be increasingly· linked with employee 

perlormance (O'Neil, 1995). With particular regard to pay, the current relationship 

between perlormance and pay is presumably indirect; the respondents may have 

been in favour of a more direct linkage between perlormance and pay (Taylor & 

O'Driscoll, 1993). The inclination toward perlormance orientation is in line with 

the respondents' view that employee perlormance should be documented to a 

greater extent ('desired' mean= 4.1, t= 14.70, p<.05). 
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Table 9.7 

Performance appraisal: desired situation 
(in enterprises that do not conduct performance appraisal) 

n=61 

Mean 
Items Desired 

Possible purposes of Performance Appraisal: 

Determine appropriate pay. 3.93 

Document subordinate's performance. 3.93 

Plan development activities for subordinate 3.98 
(training, new duties). 

For salary administration. 3.58 

Recognise subordinate for things done well. 4.02 

Lay out specific ways in which subordinate can 3.98 
improve performance. 

Discuss subordinate's views. 3.82 

Evaluate subordinate's goal achievement. 3.84 

Identify subordinate's strengths and weaknesses. 4.13 

Allow subordinate to express feelings. 3.89 

Determine subordinate's promotability. 4.1 

(n.s) =not significant 
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Figure 9.7 

Performance appraisal: desired situation 
(in enterprises that do not conduct performance appraisal) 

n=61 
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Performance appraisal is used to serve the purpose of providing performance 

feedback to employees (e.g. Johnson, 1995; Kramar, 1997). In this respect, 

responses show that organisations were inclined to use performance appraisal as a 

means of providing recognition for an employee's good performance ('current' 

mean= 3.1). Identification of employees' strengths and weaknesses and goal 

achievement received less emphasis ('current' mean= 3.05; 'current' mean= 3.02). 

This finding may reflect the inherent conflict in the evaluative goal of performance 

appraisal whereby communicating performance judgement could lead to an 

adversarial relationship between superior and subordinate (Schuler et al., 1992; 

Bernardin et al., 1995). In this regard, the Indonesian case is likely to be 

particularly problematic. As a collectivist society, Indonesians tend to refrain from 

criticism and negative feedback as this shows a disregard for the need to save face 

(Hofstede, 1980, 1997; Milliman et al. 1996; Triandis & Bhawuk, 1977; Fynmore 

& Hill, 1992). Confronting an employee in a direct manner is seen as tactless and 

undesirable (Schneider, 1988). It is interesting to note, however, that when asked 

what role the appraisal process should serve with regard to performance feedback, 

respondents considered that identification of strengths and weaknesses ('desired? 

mean= 4.09, t= 16.70, p<.05) and evaluation of goal achievement ('desired' mean= 

4.00, t= 16.21, p<.05) should be conducted to a greater extent than 

acknowledgment of good performance ('desired' mean= 4.12, t= 15.08, p<.05). 

_This reveals that respondents prefer valid feedback which gives them information 

about how to improve their perfoqnance. 
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Respondents reported that the appraisal process only moderately provided the 

opportunity for employees to express feelings ('current' mean= 2.79) and discuss 

employees' views ('current' mean= 2.84). These findings may reflect the social 

value of high power distance in Indonesian society (Hofstede, 1980, 1983, 1997). 

Hofstede (1983) suggests that an Indonesian subordinate expects the superior to 

behave in an authoritarian fashion. In addition, empirical research indicates that 

Indonesian managers tend to prefer an authoritarian and paternalistic style of 

management and have limited regard for sharing information and encouraging 

participation by their subordinates (Redding & Casey, in Munandar, 1995). 

However, responding on the role which performance appraisal should serve, it was 

evident that respondents were concerned that the appraisal process should 

increasingly be the avenue for greater expression of employees' feelings and 

discussion of employees' views ('desired' mean= 3.87, t= 15.63, p<.05; 'desired' 

mean= 3.92, t= 16.85, p<.05, respectively). Thus, there appears to be a preference 

that performance appraisal facilitates more open discussion between superiors and 

subordinates (Taylor & O'Driscoll, 1993). The inference could be drawn, 

therefore, that there has been a shift in social values towards more open 

communication. Management could benefit from encouraging such discussion as 

studies show that open, two-way discussion of performance problems and joint 

problem solving can increase the subordinate's performance (Nankervis & Penrose, 

1990). 
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Referring to the findings above, it could be argued that there is insufficient 

communication between superiors and subordinates, particularly in the 

identification of performance deficiencies. Consistent with this, organisations seem 

to only moderately utilise the appraisal process to lay out specific ways in which 

employees can improve performance ('current' mean= 2.94) and plan for employee 

development, such as training and new duties ('current' mean= 2.87). It is worth 

noting, however, that it is in these areas that respondents recognised the greatest 

necessity for improvement among all the aspects of performance appraisal identified 

in this study ('desired' mean= 4.23, t= 20,12; 'desired' mean= 4.21, t= 20.16 

respectively). Thus, respondents recognised the critical role of performance 

appraisal in the identification of the need for and the planning of employee training 

and career advancement (Noe et al., 1997). 

To summarise, current performance appraisal systems in Indonesian organisations 

primarily serve administrative purposes. The provision of performance feedback 

tends to emphasise recognition of good performance rather than the employee's 

strengths and weaknesses and goal achievement. Communication between 

superiors and subordinates appears to be less open, and planning of employee 

training and career development are limited. Respondents considered that current 

performance appraisal practices are not at desired levels. The preferred appraisal 

systems are those that serve the purpose of performance identification with more 

direct linkage to pay and promotion. The use of appraisal results for planning of 

employee training and career development is the area which respondents 
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considered needs greatest improvement. Increased participation from 

subordinates in a performance appraisal process is preferred which may entail 

some change in cultural values for more open communication. 

Training and Development Practices 

There were ten items in the survey which focused on training and development 

practices. Respondents were first asked to d.escribe the extent to which each item 

was currently conducted in their organisation and, second, the extent to which each 

item should be used to promote organisational effectiveness. The mean differences 

between current and desired situations were tested by calculating t tests using 

Paired-sample t tests (two-tailed level of significance). The results are presented in 

Table 9.8. The t tests reveal that there are significant differences between the 

current and desired mean scores for all items. Each mean score for the desired 

situation is higher than that for the current situation. These fmdings clearly indicate 

that the respondents were of the opinion that these items should have more imp~ct 

on training and development. Figure 9 .4 shows the comparison of the mean scores. 

Respondents reported that training in their organisations tended to be conducted to 

improve employees' technical job abilities ('current' mean= 3.24) and remedy 

employees' past poor performance ('current' mean= 3.05). Respondents tended to 

be moderate in their agreement when reporting training activities that prepare 

employees for future job assignments ('current' mean= 2.97) and provide 

employees with the skills needed to do a number of different jobs, not just one 
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Table 9.8 

Training and development practices: 
current and desired situations 

'Current' 'Desired' 
Items Mean Mean 

Possible purposes of Training Practices: 

Provide rewards to employees. 2.73 3.72 

Improve their technical job abilities. 3.24 4.31 

Improve interpersonal abilities, ie. how well 2.86 3.87 
they relate to others. 

Remedy employees past poor performances. 3.05 4.25 

Prepare employees for future job 2.97 4.24 
assignments. 

Build team work within the organisation. 3.00 4.20 

Provide substantial training when employees 2.78 3.97 
first start working in the organisation. 

Help employees understand the business, eg. 2.62 4.07 
knowledge of competitors, new technologies, 
etc. 

Provide employees with the skills needed to 2.76 3.92 
do a number of different jobs, not just one 
particular job. 

Teach employees about the organisation's 2.83 4.01 
values and ways of doing things. 

T-value 

13.23* 

18.22* 

16.71* 

19.54* 

21.13* 

19.42* 

17.92* 

22.07* 

18.06* 

17.99* 

(n.s.) =not significant 

296 



Provide rewards. 

Improve technical 
abilities. 

Improve interpersonal 
abilities. 

Remedy past poor 
performances. 

Prepare for future job 
assignments. 

Build team work. 

Provide training when 
first start working. 

Help employees 
understand the business. 

Provide skills needed for 
different jobs. 

Teach organisation's 
values. 

Figure 9.8 

Training and development practices: 
current and desired situations 

2 3 

+ 
0 (") 
<D c 
CJ) .., 
~· 

.., 
(!) 

a. 2. 

4 5 

297 



particular job ('current' mean= 2.76). These findings show that the major purpose 

of training practices is to remove current performance deficiency, while placing less 

priority on meeting the long-term need for skills in the organisation. Thus, the 

current training and development in Indonesian organisations can be viewed as 

focusing on short-term issues of the management of human resources (Schuler et 

al., 1992). 

When the above practices are compared with responses regarding the extent to 

which training should be conducted, significant increases are evident. Respondents 

were of the view that greater emphasis should be placed on the provision of training 

to improve technical job abilities ('desired,' mean= 4.31 ; t= 18.22, p<.05); remedy 

past poor performance ('desired' mean= 4.25 ; t= 19.54, p<.05); and prepare for 

future job assignments ('desired' mean= 4.24; t= 21.13, p<.05). These results 

reflect the respondents' recommendation on the importance of the provision of 

skills to meet future needs of the organisation. This reflects a preference for the 

pursuit of career development (Walker, 1992) and an awareness of long-term, 

hence strategic, issues of training practices (Smith, 1997). In addition, as Elkin & 

fukson (1995) have noted, long-term development of individuals may enable them 

to produce their own short-term solutions. 

Relative to the above practices, less emphasis was recommended for training which 

promote amultiskilled work force ('desired' mean= 3.92; t= 16.71, p<.05). In their 

description of the business environment that ,their organisations faced, respondents 
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reported that technology ill their product and services was complex (mean= 3.65) 

(See Table 9.4). In this regard, Indonesian organisations could benefit from 

promotmg a multiskilled workforce as multiskillillg is important to achieve job 

flexibility and ill.crease work force adaptability to cope with the changmg focus of 

organisations, especially with respect to adaptmg to technological change 

(Lansbury, 1993; Bamber, 1990; Scott & Cockrill, 1997). 

Respondents mdicated moderate agreement when describmg whether their 

organisation provided substantial traillillg when employees first start workillg 

('current' mean= 2.78). A preference was evident for this trammg to be conducted 

to a greater extent ('desired' mean= 3.97; t= 17.92, p<.05). The respondents' 

concern could be attributed to the lack of trailled people ill the Indonesian labour 

market, as shown ill Table 9.4 (also ill Prijono, 1991, Oey-Gardmer, 1991, 1997) 

which may have led to the ill.ability for organisations to find adequately trailled job 

applicants (Smith & Dowlillg, 1999). In this respect, trammg at the begillnillg of an 

mdividual's employment can bring up to a satisfactory level the knowledge and 

skills required for effective performance (Schuler et al., 1992). Moreover, an 

orientation session is useful to socialise newcomers and thus generate greater 

organisational commitment (Harris & DeSimone, 1994). 

This study examilled the extent to which traillillg and development practices 

impacted on employees' social skills. Responses showed that traillillg programs 

tended to serve the purpose for buildmg team work withill the organisation 
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('current' mean= 3.00), and to a lesser degree for improving interpersonal abilities 

('current' mean= 2.86). Respondents were of the view that these items should be 

given higher priority in training pro grams with greater emphasis on team building 

('desired' mean= 4.20, t= 19.42, p<.05; 'desired' mean= 3.87, t= 16.71, p<.05, 

respectively). These findings show that both organisations and respondents placed 

greater significance on the enhancement of building teamwork over interpersonal 

skills. Empirical evaluation of team building has indicated that the process can 

result in positive changes in group functioning, including higher levels of 

participation, better communication, and stronger decision-making and problem-

solving skills (Woodman, 1997). These findings probably reflect Indonesian 

collectivist social values. While interpersonal relationships and group identity are 

highly regarded, Indonesians tend to place greater priority on group orientation 

rather than interests at individual and interpersonal levels (Koentjaraningrat, 1991). 

Thus, this study reveals the maintenance of Indonesian social values in the 

workplace as indicated in the continual recognition of group orientation. 

This survey investigated the extent to which training and development serves the 

role of teaching employees about the organisation's culture. In this regard, Schein 

(1992) has observed that many problems that were once viewed as communication 

failures or lack of teamwork are now being more properly understood as a 

breakdown of intercultural communications within the larger organisational culture. 

When different subcultures and occupational groups must work with each other, an 

understanding of the overall organisation's culture is very important (Schein, 1992). 
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Respondents in this study reported moderate agreement as to whether training in 

their organisations served the role of teaching employees about the organisation's 

culture ('current' mean= 2. 83). A strong preference was shown for this practice to 

be included in the training and development program to a greater extent ('desired' 

mean= 4.01; t= 17.99, p<.05). This finding indicates the respondents' recognition 

of the importance of a conscious and deliberate mechanism for communicating 

organisational values through training and development (Schein, 1992). In this 

respect, respondents probably would have preferred training to complement the 

indirect acquisition of organisational culture by employees. Organisational values 

could be acquired through the maintenance of policie~, practices, procedures and 

reward systems that have emerged over time in the organisation (Schneider & 

Smith, 1997). 

Whereas training about organisational culture can provide understanding about 

context internal to the organisation, this study also examined the extent to which 

training assists employees in understanding context external to the organisation 

(Schuler & Jackson, 1995). In this regard, however, respondents reported that 

training had little impact on helping employees understand the business, such as 

knowledge of competitors and new technology ('current' mean= 2.62). As 

presented in Table 9.4, the findings in this survey study show that conditions in 

Indonesian business environment are rapidly changing (mean= 3.73) and that 

marketplace competition has increased dramatically (mean= 3.89). In addition, 

respondents indicated that technology used in their company was complex (mean= 
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3.65) (see Table 9.4). Respondents would prefer that this item receive greater 

emphasis in training activities ('desired' mean= 4.07; t= 22.07, p<.05). This finding 

supports studies which show that managers need to understand the organisation 

fully, which implies understanding the business and the changes that are occurring 

in the marketplace (Elkin & Inkson, 1995). A good understanding about the 

context of the organisation can increase the level of commitment of employees to 

that organisation (Smith & Dowling, 1999). 

Current training practice was viewed by the respondents as less satisfactory in its 

role of rewarding employees; a greater importance in this area was recommended 

('current' mean= 2.73, 'desired' mean= 3.72, t= 13.23, p<.05). This fmding is in 

support of Schuler et al.'s (1992) observation of the importance of monetary or 

promotional rewards to be linked to any training and development activities as an 

encouragement for employees to perform better. 

To summarise, the fmdings in the survey indicated that training practices in 

Indonesian organisations tend to be short-term in orientation, and focus on 

removing current performance deficiencies. The provision of training at the 

beginning of employment appears to be insufficient despite the fact that many 

applicants have had inadequate training prior to employment. Training and 

development for the purpose of enhancing social skills, which include team-building 

and interpersonal skills, seems to be limited. Current training practi~es are weakly 

linked to reward and do little to communicate organisational values. Respondents 
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considered that the current levels of training and development practices should be 

increased. A deliberate effort in the form of traiillng to improve the understanding 

of the context both internal and external to the organisation are preferred to 

improve employees' commitment. A strong preference was evident for training and 

development practices to have a long-term approach to meeting the skills needed by 

the organisation. The approach should include multiskilling to enable employees to 

be flexible and adaptable to change. Despite the changes in training practices 

preferred by respondents, maintenance of Indonesian cultural values is deemed very 

important as reflected in the use of training to foster group orientation. 

Compensation Practices 

There were nine items in the survey which focused on the issue of compensation 

practices. Respondents were asked to indicate to what extent the statements 

described the current pay practices in their organisations and to what extent they 

should be used to achieve organisational effectiveness. For each item, paired

sarnple t tests (two-tailed level of significance) were calculated to test the difference 

between the means of the current and desired scores. The results are presented in 

Table 9.9. There are significant differences between current and desired mean 

scores for almost all dimensions but no significant difference was found for the item 

"an employee's seniority does enter into pay decisions" (t= - 0.37, n.s.). Each item 

in the desired situation has a larger mean than that in the current situation, except 

for the item on seniority. These results indicate that respondents were of the 

opinion that with the exception of the latter item, the other eight items should be 
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used to a great extent in compensation practices. Figure 9.5 shows the comparison 

between the current and desired means. 

Respondents reported that pay decisions in their organisations tended to be affected 

by an employee's seniority ('current' mean= 3.07). This could indicate that 

Indonesian pay practices support the seniority pay system which generally promotes 

company loyalty, protects face and minimises interpersonal competition (Milliman 

et al., 1995), reflecting the collectivist orientation of Indonesian society. Consi~tent 

with this finding, respondents indicated that organisations value group over 

individual-level performance. Responses showed a preference for greater linkage 

between pay and group or organisational performance goals being achieved 

('current' mean= 2.92) rather than an employee's job performance ('current' 

mean= 2.86). When this is compared with the respondents' view of the extent to 

which these practices should be carried out, a strong preference was evident for 

greater linkage between pay and performance. It is worth noting that a greater 

increase is recommended for the tie between pay and employee performance 

('desired' mean= 3.95, t= 15.48, p<.05) than achievement of group or 

organisational goals ('desired' mean= 3.84, t= 13.52, p<.05). Consistent with this, 

a reduction in the seniority practice is recommended ('desired' mean= 3.03), 

indicating respondents' desire to limit collectivist influences on pay practices. These 

fmdings reflect a preference for greater employee control over the reward structure 

and for individual contribution to be recognised (O'Neil, 1995). Thus, there seems 
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Table 9.9 

Compensation practices: current and desired situations 

Items 'Current' 'Desired' T-value 
Mean Mean 

1 Pay IDcentives such as bonus or profit 2.83 4.00 17.42* 
sharIDg are an important part of the 
compensation strategy ID this organisation. 

2 The benefits are an important part of the total 3.13 4.00 14.71* 
pay package. 

3 In this organisation a portion of an 2.92 3.84 13.52* 
employee's earnings is contIDgent on group 
or organisation performance goals being 
achieved. 

4 Our pay policies recognise that long-term 2.81 3.79 14.34* 
results are more important than short-term 
results. 

5 An employee's seniority does enter into pay 3.07 3.03 -0.37 
decisions. ( n.s.) 

6 Pay IDcentives are designed to provide a 2.89 3.82 14.53* 
significant amount of an employee's total 
earnings in this organisation. 

7 The employee benefits package is very 2.35 3.12 10.89* 
generous compared to what it could be. 

8 The pay system ID this organisation has a 2.62 3.74 15.89* 
futuristic orientation. It focuses employee's 
attention on long-term (2 or more years) 
goals. 

9 In this organisation pay rises are determined 2.86 3.95 15.48* 
mainly by an employee's job performance. 
There is a large pay spread between low 
performers and high performers in a given 
job. 

* p<.05 
(n.s.) =not significant 
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Figure 9.9 

Compensation practices: current and desired situations 
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to be an inclination towards a shift from a collectivist to an individualistic 

orientation with regard to pay practices (Milliman et al, 1996). 

Respondents tended to be moderate in their agreement when responding as to 

whether pay policies in their organisations recognised the importance of long-term 

results rather than short-term results ('current' mean= 2.81) and the extent to 

which their pay system had a futuristic orientation ('current' mean= 2.62). 

Respondents considered that these items should receive greater emphasis in pay 

practices ('desired' mean= 3.79, t= 14.34, p<.05; 'desired' mean= 3.74, t= 15.89, 

p<.05, respectively). Thus, respondents showed a willingness to meet long term 

organisational objectives. 

Respondents were moderate in their agreement that benefits were an important part 

of the total pay package in their organisations ('current' mean= 3.13). 

Respondents did not feel that the benefits package was very generous ('current' 

mean= 2.35). A strong preference was evident for these items to occur to a greater 

extent (t= 14.71, p<.05; t= 10.89, p<.05, respectively). It should be noted, 

however, that caution is warranted when interpreting employee perceptions 
I 

regarding the benefit packages they receive. Studies have shown that employees 

tend to focus primarily on the utility of benefits and they often fail to recognise the 

magnitude of the employer's contribution (McCaffery, 1992). For this reason, 

employees often demand more in terms of benefits (Schuler et al., 1992), as 

findings in this study have indicated. 
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As many pay plans are installed by management in an authoritative fashion (Schuler 

et al., 1992), benefits offered by organisations often have limited match to 

employee preferences. Benefits could be detennined by employees on the basis of 

their 'demographic differences', namely age, sex, marital status and number of 

dependents (Milkovich & Newman, 1996: 427, 433). This could explain the 

respondents' views about the inadequate level of benefits in their organisations. 

With particular regard to benefits, Indonesian organisations may be described as 

having a paternalistic approach, because the provision of benefits is aimed at 

protecting their employees (World Bank, 1995a; Kramar, 1992). In addition to 

various benefits privately supplied by organisations, provision of workers' social 

security benefits are required by law due to the absence of social welfare in 

Indonesia (McLeod, 1993; GOI, 1992). To enhance employee awareness of the 

benefits they are gaining and to increase employee morale, Indonesian organisations 

could benefit from increasing communication effectiveness and providing benefit 

flexibility as has been suggested by various studies (Schuler et al., 1992; Milkovich 

& Newman, 1996; McCaffery, 1992). 

Respondents indicated moderate agreement when responding as to whether pay 

incentives, such as bonus or profit sharing, were an important part of the 

compensation strategy in their organisation ('current' mean= 2.83). Respondents 

gave a similar response when reporting whether pay incentives were designed to 

provide a significant amount of an employee's total earnings in their organisation 
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('current' mean= 2. 89). A strong preference was indicated for these practices to be 

included to a greater extent in the pay package ('desired' mean= 4.00, t= 17.42, 

p<.05; 'desired' mean= 3.82, t= 14.53, p<.05, respectively). Thus, these findings 

reveal that respondents were motivated by pay incentives. 

In sum, compensation practices in Indonesian organisations tend to be oriented to 

the seniority system with greater emphasis on the achievement of group goals 

rather than employee performance. In connection to pay, organisations emphasise 

short-term rather than long-term goals. Benefits are viewed as maldng up only a 

moderate portion of the pay package and are not generous. Similarly, pay 

incentives tend to play a less meaningful role in the compensation strategy and 

constitute an insignificant amount of an employee's total earnings. Thus, responses 

indicated that current compensation practices are not at desired levels. 

Respondents preferred a compensation system that places greater linkage to 

employee performance, together with greater focus on future and long-term 

organisational goals. This inclination towards an individualistic approach to pay is 

supported by the preferred reduction in the seniority system as an artefact of 

collectivist pay practices. It is recommended that pay incentives and benefit 

packages play a more important role in the compensation strategy, perhaps 

accompanied by a more flexible approach and more effective communication to 

increase employee awareness. 
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CHAPTER SUMMARY 

The results of the survey in this thesis have identified issues of HRM currently 

practiced in Indonesian organisations. HR practices in Indonesian organisations 

tend to serve administrative purposes. The emphasis on promotion, salary 

administration and performance documentation in the appraisal activities, rather 

than on planning for employee development, are indicative of the administrative 

focus. Consistent with this, HRM practices in Indonesian organisations are 

oriented more to short-term approaches. Training and development activities are 

focused on removing current performance deficiencies rather than on preparing for 

the long-term need in skills and multiskilling. In addition, the compensation 

policies primarily recognise short-term organisational goals. 

Employee performance has little impact on HRM practices. Employees' seniority is 

the basis for determining the promotion and pay systems, and group performance 

has more weight than individual goal achievement. The organisations' inability to 

orient themselves to a more long-term and strategic focus is exacerbated by the lack 

of employees' involvement in HR decisions. The performance appraisal processes 

facilitate only limited communication between superior and subordinate. Negative 

perceptions of the organisations' pay practices are probably due to the lack of 

employee participation. 
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On the whole, the respondents were highly critical of the management of human 

resources in Indonesian organisations. The respondents preferred stronger linkages 

between employee performance and HRM practices that are oriented to long-term 

organisational goal with higher employee participation in HRM decisions. 

However, group goals remained highly valued. These preferences have reflected 

both the change and the preservation of social values in the workplace in 

Indonesian organisations. 

/ 
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CHAPTER 10 

DISCUSSION AND CONCLUSIONS 

THE OBJECTIVE OF THIS CHAPTER 

The objective of this chapter is to discuss the research findings from the survey and case 

studies with respect to the research questions posited for this thesis. Guided by the 

research questions, the chapter will investigate the current and future trends of HRM 

practices in fudonesia. First, the chapter will focus on HRM practices at the activity 

level, which include recruitment, training and development, performance management, 

and compensation. Second, the broader issue of the HRM function at the enterprise level 

will be discussed. Lastly, HRM practices will be highlighted in regard to their contextual 

environment at the international and global level. The chapter concludes by discussing 

the research limitations of this thesis; the implications of this research and 

recommendations with regard to research methodology, future research, policy 

development, and future practice of HRM. 

OVERVIEW OF THE THESIS AND APPROACH TO 

THE ANALYSIS OF RESEARCH FINDINGS 

This exploratory study began with an overview of the background environment of the 

current management of employees. First, the historical and social context of the 

development of enterprises and the development of the management of human resources 
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in Indonesia during the colonial era and post-independence period were presented 

(Chapters 2 and 3). The present day contextual environment and issues in the 

management of employees were described in Chapter 4 and 5 respectively. The research 

methodology that supports the exploratory nature of this study was detailed in Chapter 6. 

The empirical research findings of the case studies were presented in Chapters 7 and 8 

and the survey study was detailed in Chapter 9. 

The contextual approach to examining HRM used in the proceeding chapters will be 

utilised to examine the research questions in this concluding chapter. To this point, two 

research questions posited in this thesis will be dealt with in light of the research findings. 

Thus, the empirical findings derived from the survey and case studies will be cross

analysed at HRM and various contextual levels. The level of analysis is depicted in 

Table 10.1. 

First, investigation will focus on HRM issues in the organisation. In this regard, HRM 

will be analysed at the activity level, followed by its broader scope at the organisational 

level. Second, various issues in the contextual environment will be examined. Issues at 

the national level that may shape HRM practices will be discussed. Findings will also be 

highlighted at the level of the international context. Lastly, the global issues impacting 

on HRM in Indonesia will be outlined. Thus, both research questions will be dealt with 

at these levels of analysis. 
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Table 10.1 
Levels of analysis of HRM practices in Indonesia 

Approach Level 
to analysis of analysis Aspects of HRM 

Activity level HR activities 

HRM practices Organisational level HR function at organisational 
in the enterprise level, 

Strategic dimension of HRM 

National level National pattern: 
HRM practices pertaining to 
issues in national level. 

HRM in relation 
to issues in the International level HRM practices pertaining to 

contextual environment various issues within Indonesia's 
involvement in international 
level. 

Global level Influence with regard to global 
issues 

CURRENT HRM PRACTICES IN INDONESIA 

The first research question is: 

Research Question 1: 

How are enterprises in Indonesia currently managing their employees ? 

Each level of analysis is dealt with, namely HRM at activity and enterprise levels in 

enterprises, as well as factors at national, international and global levels within the 

contextual environment. 
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HRM Practices in Enterprises 

HRM at the activity level 

The examination of HR activities will focus on hiring practices, training and 

development, performance management, and compensation as currently practised. Table 

10.2 depicts the summary of empirical fmdings of current HRM at activity level from the 

survey and the case studies at Telkom and Astra HRM features that emanated from the 

analysis are also highlighted in Table 10.2. The analysis demonstrates the shift from 

traditional to contemporary HR activities. 

Recruitment and selection. There is evidence of initiatives to use more recent 

techniques to improve the pool of skilled applicants (from which an enterprise can select 

candidates) such as by the establishment of an in-house telecommunication school, 

university recruitment, both in the country and overseas, and job fairs. There appears to 

be some emphasis on internal job fit evident in the survey results and more particularly in 

Astra, (as reflected in their policies of lateral external recruitment) to find the skills 

needed by organisations. Evidence of strategic recruitment is reflected in the way Astra 

searched for people with international exposure from MNC and graduates from 

international universities to support the enterprise's internationalisation strategy. 

There is evidence of the introduction of more recent selection tools. Evidence in the 

survey also indicates the use of employment tests. Large corporations like Telkom and 

Astra combine interview techniques with sophisticated psychological tests in line with 
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Telkom 

Recruitment and selection 

• only new graduates at entry level 
• no work experience 
• no lateral external recruitment 
o fit with moral /ideology 
o longevity fully considered 
• interviews used 
• sophisticated psychological tests 
used for selection 
• co-worker opinion not sought 
• established own in-house school 

Table 10.2 
Research findings and features of 

current HRM practices in Indonesia at the HR activity level 

Research findings 

Astra Survey 
('current') 

• focus on new graduates with potential • focus on ability to perform 
• use of lateral external recruitment technical requirement of job 
• emphasis on fit with organisational • lesser weight on potential to 
values and culture do a good job 
• longevity not the main consideration • equal importance of 
• selection through interview and the use interpersonal skills and 
of sophisticated psychological tests organisational skills 

• line managers and future co-workers' • lack of fit with 
opinion highly regarded organisational values and 

• use of external recruitment agencies culture 

•use of internships to improve pool of • use of personal connections 

applicants • httle emphasis on longevity 

• low flt between job and skill due to • more use of personal 

mismatch interviews than tests 

• line managers involved in selection • some emphasis on obtaining 

• external lateral recruitment impedes people with work experience 

internal promotion • little importance placed on 
opinions of future co-workers 

Features I 
I 

Contemporary Traditional ' 
: 
I 
' 
l 

• improved pool of • lack of job fit 

I applicants • lackofhne 
• increased job fit involvement : 

• more balanced • unbalanced selection i 
selection tools techniques i 
• little consideration I 

on long tenure 
•increased I 

I 
externalisation I 
• more emphasis on 
strategic congruence : 
• increased line I 

involvement 

' 

I 

I 
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Telkom 

Performance Management 

• formal appraisal 
• administrative purposes 
• no feedback for performance 
improvement and development 
• feedback on behavioural and 
moral conduct 
• lack of valid performance 
feedback 
• evaluation more on behaviour 
and attitude than performance 
• continued use of evaluation on 
loyalty to the state and its ideology 
• use of results of loyalty 
evaluation for declSlon making for 
almost all HR activities. 
• laxity in performance appraisal 
• automatic promotion after 4 years 

-, 

Table 10.2 continued 

Research findings 

Astra 

• employee performance managed by TQC 
• TQC provides link between employee 
performance and organisational goal 
• formal appraisal 
• separate purpose and time of appraisal 
for pay and 'people review' or coaching 
• more valid feedback both negative and 
positive 
• use of appraisal results for training and 
development 
• appraisal as a means for managers and 
employees to develop action plan 
•broad job descriptions based on ATQC 
'activity plan' 
• use of multi sources appraisals 
• forced distribution causes perceptions of 
unfairness and dissatisfaction 
•orientation on HR. as cost 

Features i 

I 

Survey Contemporary Traditional 
I 

('current') I 

I 
• lack of formal performance • prevalence of ~ lack of performance 1 

appraisal formalisation results 
• lack of valid feedback • balanced appraisal • lack of valid feedback 
• lack of input on achievement technique • • I 

• poor commurucat1on i 
and employees' strengths & • emphasis on • lack of employee 
weaknesses strategic congruence development i 
• emphasis on use of appraisal • dominant collectivist I 
results for administrative social values 
purposes, including pay, • administrative 
promot10n, and performance appraisal I 
documentation I 

• emphasis on ! 
• lack of use of appraisal bureaucratic process 
results for directing 
performance improvement 

' 
• lack of use of appraisal 
results for planning employee 
development 
• lack of use of appraisal , 

' process for employee 
participation and 
communication 

I 
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Telkom 

Training and Development 

• short term orientation 
• excessive induction 
• aims to build team work 
• lack of training to improve 
interpersonal skills 
• great emphasis on teaching 
state's pohtical ideology 
• no training to orient external 
context 
• training not as a reward 
• mismatch use of skills obtained 
from training 
• employees sent to training on ad 
hoe basis 
• lack of training needs analysis 
• emphasis on general education 
upgradmg 
• leadership training emphasised 
by political agenda 

Table 10.2 continued 

Research findings 

Astra 

• short term orientation 
• broader perspective 
• good induction training 
• builds team work 
• interpersonal skills 
• teaching organisational culture 
• moderate training on external context 
• training as benefit 
• own vision for training institute 
• reoriented from functional to leadership 
approach 
• emphasises familiarisation of broader 
business environment 
• training as prerequisite for promotion 
• training for lower level employees not 
related to career path 

Features 

Survey Contemporary Traditional I 

('current') 
I 

I 

• short term orientation • provide induction I • unbalanced between 
• lack of training to prepare orientation training for technical I 

for future jobs •broader skills and social skills I 
•lack of training for multi- management • high political 
skllling approach interference , 
• lack of mduction training •improved • lack of strategic intent 
• lack of training for building organisational culture 

teamwork • improved strategic I 
• lack of training to improve link I 

I 
I 

interpersonal skills I 
I 

• lack of training of 
organisational culture 
• lack of training on external 
context: competitors and new ' ' 
technologies I 

• training not related to 
rewards 

I 
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Telkom 

Compensation 

• pay for semority 
• pay for group and organisational 
performance 
• no long term orientation 
• various benefits but not well 
targeted 
• emphasis on non-monetary 
benefits and mcentJ.ves 
• incentives become entitlements 
and paid equally to all employees 
• emphasis on internal equity of 
pay practices 
• low pay spread between high and 
low performers 
(low individual variation in pay) 
• poor communication on value of 
pay 
• automatic pay rise 
• pay not attractive for higher level 
positions 
• no external salary survey 
• no employee opinion survey for 
pay practices 
• pay reflects imposition for social 
welfare 
•bonus not performance-based 

Table 10.2 continued 

Research findings 

Astra 

• merit pay system 
• pay for individual performance 
• very little element of pay for seniority 
• some long term orientation 
• incentive not as part of strategy 
• higher pay spread between low and high 
performers 
• discussion on performance result and its 
impac! on pay 
• emphasis on cost orientation, 'hard' 
HRM 
• forced distribution causes perception of 
unfairness and dissatisfaction 
• competitive pay practices 
• emphasis on external equity 
• regular external salary survey 
• employee opimon survey on pay 

Survey 
('current') 

• pay influenced by seniority 
• pay linked to group 
performance 
• pay policies for short-term 
than long-term results 
• benefits not important part 
of total pay 
• pay incentives not important 
part of pay strategy 
• low pay spread between high 
and low performers 
• performance not main 
determinant of pay rises 

Features 

Contemporary 

• performance 
orientation 
• competitive pay 
•externally 
orientated 
• large degree of 
strategic link 

Traditional 

• emphasis on seniority · 
• lack of motivation 
• emphasis on internal 
equity 
•lack of 
entrepreneurial 
motivation 
• lack of innovation 
• lack of monetary 
reward 
•lack of 
communication in pay 
practices 
• lack of differentiation i 
in pay 
• lack of strategic intent. 

I 



the increasing realisation of the importance of internal job fit. The way in which Astra 

utilises recruitment agencies and head hunting services to obtain and select people for 

senior managerial levels, highlights the more contemporary approach of hiring practices 

in response to the increasingly competitive environment. 

The research findings also indicate a shift of tenure considerations in the recruitment 

process from long to shorter tenure. The surveyed enterprises accepted short tenure. The 

tolerance to turnover in Astra, which is attuned to its external lateral recruitment policies, 

reflects the notion of externalisation of the work force (Capelli, 1999). This is also 

evident in the way in which enterprises in the survey highlighted the need for work 

experience. As evident from the enterprises in the survey, great importance is placed on 

obtaining people with work experience, and in the case of Astra? people with work 

experience are obtained chiefly from competitors and MNCs to fill strategic positions. In 

terms of the involvement of future co-workers in the hiring decisions, it is evident that 

line managers have helped ensure the job fit as well as the compatibility of candidates to 

get along with others as an important element of successful team work (See Chapter 9). 

Performance management. There is evidence of an emphasis towards the support of 

employee performance orientation. The application of the MBO approach in Telkom and 

Astra has provided a framework of focusing on employee performance because within 

this system, employee activity and goals are determined, the level of performance 

achievement is evaluated and pay is determined according to performance results (see 

Chapter 7 and 8). Performance appraisal in both enterprises seems to be more formalised 
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and in Astra, it appears to have provided the avenue for managers and subordinates to 

conduct communication, performance feedback, development of action plans for 

improvement, and the planning of employee development. The apparent improvement in 

performance appraisal techniques is evident in the use of multi sources appraisal and 

separate conduct of appraisal to determine employee development and performance 

rating for pay. The positive outcome of evaluations, and hence a reduction of the 

inherent conflict in the appraisal process resulting from the improved techniques is 

discussed in Chapter 8 (Schuler et al. 1992). The TQCffQM approach applied in Astra 

appears to have not only indicated its complementarity with performance appraisal, but 

also demonstrated the strategic link between employee activities and organisational 

goals. 

Training and development. It would appear that enterprises have placed increased 

importance on training and development for individual and organisational purposes. The 

provision of organisational orientations to new employees through induction training 

programs is evident in the survey and case enterprises (see Telkom, Chapter 7 and Astra, 

Chapter 8). While training in the more traditional functional areas, such as marketing, 

finance and human resources, is continuing, there is evidence of the reorientation of such 

training towards a broader management approach, including leadership training and 

training for business expansion. It was also for this purpose that Telkom established its 

in-house MBA program, while Astra held various on-site and off-site management 

seminars and programs. Training to disseminate organisational culture evident in Astra 

in their extensive training for TQC also reflects the linkage of training to organisational 
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strategy (See Chapter 8). In addition, training seems to have been able to increase 

employee motivation when tied to compensation, as training is regarded as a benefit. 

Compensation. It appears that enterprises are increasingly adopting contemporary pay 

practices. The increasing use of pay for peiformance is notable in the use of the merit 

pay program in Astra and to a lesser degree, in Telkom's new grading system that 

detennines pay by including an element of employee performance. There is evidence 

that compensation accommodates some market competitive pressures. The inclusion of 

some consideration on external equity in compensation (Gomez-Mejia & Balkin, 1992; 

Schuler et al. 1992) obtained through a market salary survey is in keeping with the way 

Astra provides competitive pay at university graduate entry level in general and to 

graduates with international education in particular. This highlights the use of 

compensation to achieve an organisational strategy which, in Astra, was the 

internationalisation of business (discussed in Chapter 8). 

In spite of the apparent improvement, the shift from personnel practices to contemporary 

HR. activities is only in its early stages. The dominant practices remain traditional in 

nature. The following section will outline this evidence. 

Recruitment and selection. It would appear that the lack of internal job fit is one of the 

general characteristics in enterprises under study. This is evident as enterprises in the 

survey faced difficulties in finding people with the required skills, and because of the 

lack of recruitment of people with the required experience, the latter being more 
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prominent in Telkom, which strictly applies entry level recruitment. Thus, in both 

Telkom and the surveyed enterprises, the general lack of job fit appears to be in 

conjunction with the lack of consideration for the opinion of fature co-workers in the 

hiring decisions that usually enhance candidates' job fit. Indeed, Telkom's selection 

system by emphasising the familiarisation and mastery of the state political ideology may 

have exacerbated the job fit issues. 

With regard to the general absence of line involvement, evidence in Telkom may offer 

some explanation, as recruitment in the enterprise is exclusively carried out by HR. staff 

without any participation by line managers. Nevertheless, this seemed to be the case 

because all new employees, except those in the Board of Directors level, are admitted 

only at entry level with broader potential rather than more specific skills (Chapter 7). It 

would appear that there is a lack of balance of selection techniques. A more traditional 

selection technique, the personal interview, which is the dominant method used by the 

enterprises in the survey, is not complemented well by the limited use of employment 

tests (Chapter 9). This situation may to some extent be related to the prevalence of 

personal connections in hiring practices in the survey. 

Performance management. The general practice in enterprises indicates the lack of 

management of employee performance. Despite some initiatives in the promotion of 

individual performance, little success is evident as enterprises seem to face difficulty in 

implementing such programs for various reasons. First, the introduction of performance 

management has not been accompanied by sufficient training for line managers to carry 
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out the program successfully (Telkom). Second, only limited information on 

performance results is available due to, for example, the lack of formal performance 

appraisal (survey), and the emphasis on evaluating certain behaviour, such as moral or 

political orientation (Telkom). As evidenced in the enterprises surveyed, this situation 

seems to be exacerbated by the lack of valid feedback. Third, while employees were not 

informed about their strengths and weaknesses, an appraisal process was not utilised as a 

means for facilitating communication and employee participation in performance 

development. Fourth, even in Astra, which has had more success on managing employee 

performance, there is little use of performance results for training and development 

purposes. Last, while there seems to be a much greater emphasis on group performance, 

some social values that avoid conflict in the appraisal process exacerbate problems in the 

management of employee performance (See Chapters 7 and 9). 

Indeed, as evident in Telkom and in the survey, a great emphasis is placed on the 

administrative purposes of performance appraisal, which include performance 

documentation, promotion, and administration of salary and bonuses. Compliance with 

bureaucratic rules and procedures appears to prevent employees from being innovative 

in their performance, and in Telkom this is exacerbated by employees' fear of the public 

service punishment system (see Chapter 7). 

Training and development. Limited training and development is prevalent in the 

enterprises under study. Enterprises appear to do very little to identify training needs, 

both for their current and future needs. Decisions about people who should take training 
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appear to be ad hoe, in line with the availability of 'left over' budget (Telkom). There is 

a lack of training in both technical skills as well as social skills; the latter include 

interpersonal abilities and team-building as important elements for the running of more 

modern organisations. Induction training does not seem to be widespread in the 

enterprises surveyed. While there is a great deal of training, it does not seem to support 

organisational effectiveness. In Telkom, for example, while most training activities for 

lower level employees are focused on the upgrading of general educational standards, a 

great deal of training for general employees is heavily laden with political and 

ideological issues. This starts with the induction process and reaches its height in 

leadership training for senior managers (see Chapter 7). 

When the training activities seem to be answering organisational needs, such as in Astra, 

participation from employees is poor. Returning employees are often poorly placed and 

placement practices lack transparency. As a result, despite great investments in training 

such as the case in Telkom, skill utilisation is inadequate. In this situation, training and 

development in Telkom may have limited contribution in helping deliver the demands of 

technological and organisational change. Furthermore, in Telkom and the enterprises 

surveyed, training appears to be narrowly focused, in that it lacks emphasis on 

understanding the organisational culture and business environment, including know ledge 

of competitors and new technology. Indeed, training activities lack strategic emphasis, as 

they appear to be generally short term with little attention paid to multi-skilling and 

preparing for future jobs (see Chapter 9). 
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Compensation. Some indications of contemporary practices in compensation, such as 

pay for performance, appear to be overshadowed by the dominant traditional approach to 

compensation that provides little motivation for employees to pursue organisational 

effectiveness. An example is the limited link between pay and individual performance. 

This is largely due to its related seniority system and greater emphasis on pay for group 

performance, as evident in Telkom and the survey. This seems to have resulted in the 

poor spread between high and low performers, hence reflecting an emphasis on internal 

equity pa:y practices (see Chapters 7 and 9). 

Compensation does ·not seem to motivate entrepreneurial drive because it lacks 

incentives and benefits that encourage employees to innovate to achieve organisational 

goals. For example, end of year bonus and production allowance (Telkom), and 

compulsory government Ramadhan and Christmas bonuses imposed on enterprises have 

become entitlements, leaving a very small portion of pay as variable. In fact, various 

benefits and incentives in the case enterprises reflect the continuing historical non

monetary benefits (World Bank, 1995a), and remain traditionally personalised, for 

example, the Haj allowance and birth/marriage/death benefits (see Chapters 7 and 8). 

Thus, although employees receive various benefits and incentives, they are not 

performance based, not well targeted, low in strategic content, and above all, not well 

communicated to employees, resulting, as occurred in Telkom, in a negative perception 

about pay. Indeed, the apparent lack of strategic compensation appears in the evidence 

that a compensation system emphasises short-term results, giving little attention to future 

and long-term organisational goals (see Chapters 7 and 8). 
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In summary, it appears that enterprises are beginning to adopt contemporary HR. practices 

in their management of employees. The changes, however, appear to be ineffective. 

Although some contemporary activities are occurring, the dominant HR. activities in 

Indonesian enterprises remain traditional and administrative in nature. To this point, 

discussion has been focused on HRM exclusively at the activity level. Further discussion 

will now put the cross-examination of current HR. activities in the broader perspective of 

HR. function at the organisational level. 

HRM practices at the organisational level 

This analysis incorporates the in-depth findings of the enterprise case studied in Telkom 

and Astra, in which issues at the organisational level were observed. At this enterprise 

level, strategic issues pertaining to organisational goals and strategies emerge. Table 10.3 

presents the summary of fmdings of broader issues of the current HR. function and the 

HRM features derived from the analysis. 

The investigation of the HR. function demonstrates more long-term and strategic features 

of the HR. function. The analysis of fmdings appears to demonstrate a shift of HRM 

practices towards long term and strategic approaches, highlighting the contemporary 

characteristics of managing human resources. 
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Table 10.3 
Research findings and features of 

current HRM practices in Indonesia at the organisational level 

Research findings HRM Features 

Telkom Astra Contemporary Traditional 

Contemporary practices: • application of TQC + reorganisation of personnel + vast government influence 
• change name and title of personnel department to • TQC link employee activities department based on HRM . + lack of democratisation in 
human resources to organisational goals concept workforce 
• restructure HR department • adopt international quality + re-conceptualisation of + responsible for social 
• HR planning derived from organisational goals standard personnel roles infrastructure 
• HR director on Board of Directors • HR planning derived from + changed terminology into + internalisation hmders 
• declining government control organisational strategy human resources flexibility and change 
• gradmg system restructured • CEO involved in management + HR representation on board of + organisational inertia 
•lack of understanding of competitive labour market of senior managers directors + organisat10nal imprinting 

• development of HR. expertise + concern about quality + lack of ethnic diversity 
Traditional practices: at corporate headquarters + application of resource-based + prevalence of old 
• compulsory civil service corps membership • disseminate HR expertise to approach institutionalism 
• prohibition from joining union business units + use of mternal customerisation + lack of good corporate 
• life time employment becomes bureaucratic • conduct regular survey of + led by dynamic of competition governance 
• not able to facilitate change external pay + quality orientation + centralised /bureaucratic 
• low productivity and technical absolescene. system 

• continuing old attitude and feeling + lack of employee involvement 

•dominant grouping of 'pribUlll' + lack of entrepreneur1alism 

• prevalence of political interference through + lack of vertical link 
employee organisation + lack of horizontal congruence 
• personal favouritism in promotion + highly admmistrative 
• prevalence of reward and punishment system 
• inability to deliver organisational change 



To begin with, the enterprises appear to have adopted a new approach as reflected in the 

restructuring of their HR. department and the use of recent terminology in the 

management of employees. In Telkom, for example, while the name was changed from 

personnel department to human resource department, the separation of the development 

aspect of HRM from administrative operations has marked the re-conceptualisation and 

reorganisation of personnel roles (Guest, 1987:506). This aimed to draw attention to the 

new emphasis on the developmental aspects of managing employees. Indeed in Telkom, 

human resources or "sumber daya manusia, SDM' has become the generic term (Guest, 

1987:506) in preference to personnel or "kepegawaian". 

The adoption of modem HRM is also evident in the increasing emphasis on quality. -Astra 

was clearer in the application of TQC, which not only covers the production of its goods 

and services, but also the broader aspects of management in the enterprise as a whole. 

Particularly, TQC has guided the management of employees at corporate and business 

unit levels, and is carried out by both line management and the HR. department. Thus, 

TQC has assisted in linking employee activities to organisational goals. Furthermore, the 

HR. department facilitated the development of an international quality standard, denoting 

a concrete effort in moving the organisation towards integration in the international 

market. For this purpose, the Efficiency Department in corporate HR. collaborated with 

an international ISO team to carry out the development activities and the certification of 

ISO 9000 at business unit level. 
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There is some degree of integration of human resources in the strategic management 

processes of the organisations. In both case enterprises (see Chapters 7 and 8), HR 

planning is drawn from the long-term strategy of each firm Astra also derived the vision 

of its HR department from its long-term strategy. As has been noted, Astra's 

employment practices, which include recruitment, selection and pay, have been to some 

extent strategically tied to the enterprise's internationalisation strategy. Similarly, the 

participation of the Astra CEO in the management of senior managers and the 

representation of a HR director on the Telkom Board of Directors also indicates the 

strategic involvement and stature of the personnel function in enterprises. 

There is some indication of the application of the resource-based view in the 

management of employees. First, HR competence at the corporate level provides a 

source of competitive advantage for the enterprise at the business unit level. In Astra, 

some success at the corporate HR level in developing training by line managers, linking 

HRM with organisational goals, and the adoption of ISO 9000 demonstrates a 'unique 

bundle of assets and capabilities' that has developed over time (Taylor, Beecher & 

Napier, 1996:963). The attempt to transfer these corporate capabilities to business units 

indicates HR initiatives in developing corporate level resources (Taylor, Beecher & 

Napier, 1996) (see Chapter 8 of this thesis). This evidence also supports the notion of 

capabilities-based competition suggested by Stalk, Evans and Shulman (1992) and 

indicates the effort in integrating corporate strategy and functional strategies (Stone, 

Hamill, Campbell & Purdie, 2000). Similarly, the evidence of internal customerisation 

(Schuler et al., 1992) carried out by the HR department is manifested in the Human 
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Resource Management for Strategic Allignment (HRMSA) scheme discussed in Chapter 

8. 

It appears that declining government control in enterprises, which is occurring 

particularly in state owned enterprises, has brought about some changes in the 

management of employees. Together with its increasingly independent status from being 

a government agency, Telkom has been able to restructure its grading and the related pay 

system away from the public servant approach 

There is evidence of the recognition of the impact of competition and the dynamics of the 

labour market (Stonehouse, Hamill, Campbell & Purdie, 2000: 199). This is evident in 

the way in which enterprises are competing for employees by providing competitive 

compensation, which in Astra's case is at entry level (grade 4). Moreover, the 

recognition of forces affecting national and regional labour markets is seen in the 

recruitment of international graduates. 

There appear to be some initiatives to encourage employees' perspectives to be broader 

and flexible, reflecting long-term consideration of organisational goals (Capelli & 

Crocker-Hefter, 1996:20; 2000). This is evident in the reorientation of training and 

development curriculum away from traditional functional methods towards broader 

business and management approaches in anticipation of changes in the enterprise. 

However, the apparent take up of the contemporary HRM at the organisational level 

331 



--------

seems to be emerging from the underlying dominant backdrop of traditional practices. 

This evidence is outlined in the following section. 

Findings from the Telkom case study indicate that despite the increasing independence of 

state-owned enterprises from government control, especially financial control, there 

remains a pervasive government influence over almost all aspects of HR activities. This 

is demonstrated, for example, in the continuing compulsory membership of employees in 

the government civil service and therefore a prohibition from joining trade unions; 

assurance of political clearance in almost all personnel activities including recruitment, 

training, and promotion; and consequently, the emphasis of employee evaluation in this 

regard. Furthermore, the appointment of high ranking government officials to the Board 

of Directors (at the time of research, two retired high-ranking army officials, one of 

whom was the director of HR) is a clear example of the continuing presence of the 

government political bureaucracy in state-owned enterprises. 

Enterprises seem to be continuing to practise the traditional notion of being largely 

responsible for the life of their employees (World Banlc, 1995a; Child, 1994). This 

appears to denote a lack of social infrastructure. Matters that in a more modem society 

are dealt with by the government or formal institutions remain the responsibility of 

enterprises. Hence enterprises are responsible for providing general schooling, 

vocational education, and social welfare in the absence of social security. In addition, 

enterprises often meddle with employees' private lives (such as in religious activities, 

marriage and other family matters). Enterprises are also held responsible for political 
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obligation. Dismissals are difficult despite skill mismatch and over-staffing, widely 

known in Telkom as 'plenty but not enough' or "banyak tapi tak cukup" (see Chapter 7). 

Thus, enterprises are held responsible for absorbing unemployment at the cost of 

organisational productivity. 

It would appear that enterprises have undergone a large degree of internalisation of 

employment practices whereby employee management is regulated inside the firm 

through a series of rules which usually give way to bureaucratic arrangements (Capelli, 

1995; 2000). Characteristics include entry-level tasks at general staff and managerial 

levels, development of own competencies, salary and promotion that are governed by 

seniority as a dominant criterion, performance evaluation that tends not to differentiate 

between employees, life-time security 'cradle-to-grave' which all are chiefly evident in 

the state enterprise case study. These support Capelli's study of the notion of 

internalisation (Capelli, 1995; 2000:285). However, it would seem that the development 

of an internal labour market in employment relations hinders the need for flexibility and 

change. For example, Telkom was slow to develop modem telecommunication 

technology because it did not have the skills in-house to build them and the firm did not 

have experience in obtaining such skills from the outside labour market. 

Moreover, Telkom' s delay in restructuring its operation despite some decades of 

inefficiency and decline (see Chapter 7) may have attributed to its high degree of 

organisational inertia denoting old practices that were hard to relinquish (Wright and 

McMahan, 2000:67; 1992; Child, 1994:308). It would seem that traditional practices 
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adopted in its earlier organisational history (during the colonial period) remain embedded 

in the organisation. The legacy of colonial practices is, for example, evident in the control 

and punishment system, and the bureaucratic nature of personnel management in Telkom 

On the other hand, Astra, a relatively young enterprise compared to Telkom (see Chapter 

8), seems to be more in tune with recent practices. 

Similarly, the notion of organisational imprinting (Child, 1994:308) is reflected in the 

prevalent general feeling and attitude about 'service to the country' and 'agent of 

development' (discussed in Chapter 7) embedded since the heyday of the socialist 

ordering of the Indonesian economy in the 1950s. This sentiment appears to have little 

relationship to organisational effectiveness. The norms of behaviour that were acquired 

by most state owned enterprises in the post-war period reflects characteristics of the time, 

but tend to remain in place and have subsequently shaped the profile and practices of 

managing employees. 

Compounded with political issues, the notion of organisational inertia may have led to the 

lack of ethnic diversity evident in the state-owned enterprise under study. It is apparent 

that employee management in Telkom has tended towards the domination by the 

indigenous ''pribumi", a phenomenon that highlights the exclusion of "non-pribumi" 

elements, chiefly ethnic Chinese. Despite the increasing inclusion of ethnic Chinese in 

present day Indonesian social and political settings, their exclusion from the civil service 

due to nationalist sentiment throughout the post-war period is apparently continuing (as 

discussed in Chapter 4). This is occurring despite the generally higher educational 
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background and superior commercial skills of Indonesian ethnic Chinese that are needed 

in the expansion of Indonesian economic activities, especially before the economic crisis 

in 1997-98. 

There is evidence of the continuing notion of 'old institutionalism' whereby power and 

political processes interfere with the functioning of organisations (see DiMaggio and 

Powell, 1991:11-15), most clearly in state-owned enterprises. The authoritarian 

underpinning of the government at the time and its monolithic Golkar ruling party (see 

Chapter 7) have intervened in many of aspects of the management of human resources, 

with political-ideological constructs that impede organisational effectiveness. 

There is evidence of a lack of corporate governance (World Bank, 1998, 2000 Chapter 5; 

Child, 1994) in employee management that may hinder organisational effectiveness. 

There is evidence, for example, of the prevalence of personal connections in hiring 

practices (survey), and the lack of transparent process, both in promotion due to personal 

favouritism (Telkom) and in the instalment of government apparatus, which are most 

likely due to some political interplay. This is compounded by the low degree of 

formalisation as evident in the lack of formal performance appraisal, especially in the 

survey data. 

The centralised and bureaucratic approach of public service personnel practices has a 

restrictive reward and punishment system that curtails opportunities for employee 

participation and involvement in the decision making process. The bureaucratic 
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procedures have constrained managers from developing their entrepreneurial drive, 

which is greatly needed in the market oriented culture (see Chapter 7). This is 

exacerbated by the pay system that lacks incentives and benefits to motivate employees, 

as is also evident in the enterprises surveyed. The payment of bonuses that have become 

entitlements, required by the government has impeded the innovation needed in the 

heightened competitive market. 

While there are signs of the adoption of some strategic features of HR practices, they are 

far from being effective. For example, the board level representation of the HR function 

(Dowling & Fisher, 1997; Storey, 1995) lacks involvement in the formulation stage of 

strategy development. The HR function merely implements policies formulated by other 

functions, which reflects continued marginalisation from the real decision-making 

process (Taylor, 1992:201). Moreover, the low vertical link between the management of 

HR and the strategic management of the organisation (Wright & McMahan, 2000) has 

impeded the realisation of organisational change. Similarly, the lack of horizontal 

congruence among various HR activities does not support the organisation's functioning 

and often results in them working against one another (Wright & McMahan, 2000:63). 

For example, recruitment is given high importance but is not backed up by a development 

system; the instalment of performance-based pay is not accompanied by result-oriented 

appraisal. The Telkom case study provides clear evidence that the life-time employment 

and seniority system was not accompanied by sufficient training and development to up

skill employees to keep abreast of technology that would enable the enterprise to stay 

competitive. 
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It would appear that there is a lack of organisational capabilities indicated by the 

insufficient abilities to use resources in strategically beneficial ways (Chadwick & 

Cappelli, 1999:21; Hitt, Ireland, & Hoskisson, 1995; Stonehouse, Hamill, Campbell & 

Purdie, 2000). In this regard, people management was not able to deliver the needed 

responses from employees in light of the changing organisational strategy (Chadwick & 

Cappelli, 1999:21). This is indicated, for example, in the way that employee management 

in Telkom was not able to reorient employees' behaviour and attitudes for the new 

business strategy towards increasing commercialisation of a state owned enteiprise. 

Similarly, there is evidence of a failure to respond to the increase in the need for 

flexibility and change (Capelli & Crocker-Hefter, 1996). For example, as noted above, 

Telkom' s declining productivity has been attributed to its inability to respond to changing 

teclm.ology and market. Its tendency to refrain from externalising its workforce has 

resulted in part in a lack of new talent and ideas from the outside. HR. practices have not 

been able to shape the core competencies that could determine the way the firm should 

compete. Telkom was unable to effectively deliver human resources to implement the 

intended strategies of the organisation. 

The traditional features are also characterised by the dominant administrative aspects of 

employment practices as noted, for example, in performance management, pay, and 

promotion. Thus, various elements of the HRM function that have been named and 
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retitled using contemporary HRM terms continue to practise their old administrative and 

operational approach, a situation resembling described by Legge (1995) as 'old wine in 

new bottles' (p.54). 

In summary, at the organisational level the HR. function appears to have adopted to some 

degree, practices that are used in the contemporary approach of HRM in Western 

advanced economies. At the same time, the old personnel configuration remains the 

continuing dominant approach. It would appear that the current management of human 

resources in Indonesian enterprises is in a state of transition. To this point, the 

investigation will now focus on a broader level to highlight influences within the 

contextual environment. 

HRM Influences in the Current Contextual Environment 

Empirical findings of current HRM practices in this thesis indicate influences within 

national and international /global contexts. It would appear that the transitional nature of 

HRM practices can be attributed to various influences in regard to Indonesia's stage of 

development as a nation as well as its involvement within the global environment. Table 

10.4 exhibits the HRM features and influences at the national and global levels. It 

appears that government, enterprises, and workers in Indonesia are adjusting to a 

changing world. 
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Level 
of analysis 

National 
Level 

International, 
Global Level 

Table 10.4 
Research findings of current national 

and international /global influences on HRM in Indonesia 1 

Research findings 

Telkom Astra Survey 

• change of government • taking advantage of change in • market place competillon has 
regulation government regulations increased dr.amatically 
• comply with liberalisation • taking advantage of market • conditions in business 
•relinquish monopoly in deregulation environment are rapidly 
telecommunication changing 

• government regulations are 
rapidly changing 
• the technology in product I 
services is complex 
• inadequate supply of skilled 
people in the labour market 

• resource for government debt • international strategic alliances 
payment • export orientation 
• compliance to WTO •getting ready for AFTA and 

APEC 

' 

HRM Features & influences 

+ post colomal experience 
+ from agricultural to mcreased 
industrialisation 
+ central economy to open market 
+ state intervention to more 
deregulated liberalised economy 
+ transition from traditional to 
modern society 
+ from social values that emphasise 
collectivism to increased 
in di Vi dualism 

+ increased mtemationahsation 
+ global market integration 
+ exposed to geo-poht1c map 
+ from socialist to democratic 
orientation 
+ comply with global trade 
mechanism 
+ increased participation in regional 
economic cooperation 
+ increased involvement m free trade 
+ integration of Indonesian social, 
political and economic act1v1ties to 
global community 
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HRM influences within the current national context 

Patterns of employee relations in Indonesia appear to demonstrate HRM with post

colonial experience (Matamni, 1997). The literature review in this thesis (Chapters 2, 3, 

4 and 5) indicates the stages of post-colonial employee relations, featuring the colonial 

impact, nationalism, and post-colonial stage; the overriding role of government; the 

impact of economic structural adjustment and the democratic challenge; and the effects of 

globalisation. While it may be possible to see some evolutionary pattern in HRM within 

these stages (Matamni, 1997), the Indonesian case seems to indicate just that, while also 

showing, at the current stage, the combination of all elements. The case study of Telkom 

clearly illustrates this evidence, being an enterprise that has gone through all stages from 

the colonial era to the present time. 

Within the progression towards a more mature nation, current HRM in Indonesia seems 

to be a derivative of the present stage of industrial development within the perspective of 

national patterns in the development of an industrial structure (Milliman, Von Glinow & 

Nathan, 1991; Begin, 1992). The transitional nature of current HRM appears to be in 

congruence with the present move from agricultural and lower phase economic activities 

to a more advanced stage of industrialisation. 

Similarly, the transitional nature of current HRM appears to be in keeping with the 

change of economic orientation from a central to a more liberalised economy (Porter, 

1990; World Bank, 1995a). This is evident more clearly in the change of HRM practices 
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within the decreasing degree of government control of state-owned enterprises, as the 

government sector becomes increasingly more open to market forces. As discussed in 

Chapter 4 in this thesis, the Indonesian market is changing from massive state 

intervention to a more deregulated economy in which the state plays a smaller role in 

allocating resources. 

As is also evident in other developing countries in Asia (Begin, 1992), it appears that 

Indonesia is currently experiencing a reorientation in social values and customs whilst 

industrialisation and dynamic international markets are advancing. As this research 

indicates, a new orientation towards more individualism is taking place while some 

elements of collectivism are continuing. This change is happening in the wake of the 

increasing encounter with competitive international markets, as Indonesia is progressing 

its industrialisation (discussed in Chapters 2, 3, and 4). The current HRM practices seem 

to reflect the increasing internationalisation of Indonesian social, political, and economic 

activities. 

HRM issues in the current international and global context 

Examined within a global perspective, the change in HRM practices in Indonesia appears 

to be in keeping with the geo-political map that is shifting from socialist to the global 

domination of Western democratic reordering. Indonesia's changed orientation from 

socialist (from late 1950s to mid 1960s) to Western orientation (from mid 1960s up to 

present time) is evident in the way in which enterprises manage employees. 
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It is apparent that current HRM practices in Indonesia demonstrate the country's 

increasing participation in the global economy. HRM practices denote responses in 

Indonesia's compliance to global trade mechanisms, such as WTO (see Te1kom, Chapter 

7), and to the international and regional economic order, such as APEC and AFfA (see 

Astra, Chapter 8), in which Indonesia is taking part. Indonesia's integration in the global 

community has entailed various changes in the Indonesian social economy as well as 

HRM practices. Indeed, the current HRM practices in Indonesia are in a state of flux. 

Thus, the empirical fmdings of this research with respect to Research Question 1 posited 

in this thesis demonstrate a transition from traditional to more contemporary practices in 

the management of human resources in Indonesia. To this point, Research Question 2 

will be dealt with in light of the research fmdings. 

FUTURE TRENDS OF HRM IN INDONESIA 

The second research question is: 

Research question 2: 

What are the future trends for the management of employees in Indonesia? 

Each level of analysis is dealt with, namely the HRM trends at activity and enterprise 

levels in enterprises, as well as trends at national, international and global levels within 

the contextual environment. 
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HRM trends in Enterprises 

HRM trends at the activity level 

Trends in HR activities are discussed by highlighting the direction indicated in the case 

enterprises and the HR activities that are desired (the "should be" component) by the 

survey respondents in this study. The examination of HR. activities focuses on hiring 

practices, training and development, performance management, and compensation. The 

analysis demonstrates the preferred adoption of conteµiporary HR activities. Table 10.5 

exhibits the summary of research findings and features of the desired HRM practices at 

the activity level. 

Recruitment and selection. There seem to be trends towards externalisation of 

recruitment, in particular, external lateral recruitment to obtain high skilled people, which 

for Telkom would be a first and form a significant shift. In line with this direction, a new 

focus on improving the pool of applicants was evident in Astra when the enterprise 

commenced using on-line recruitment to attract people within the country and, more 

essentially, international applicants. Increased professionalism in hiring practices 

highlights the emphasis on efficiency and the increasing use of both the interview 

technique and the use of selection tests. The particular emphasis on selection tests is 

characterised by developing selection tests that are directed towards the match between 

people and the need or organisation in terms of fit to the job and the organisational 
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Table 10.5 
Summary of findings and features of HRM trends at the activity level 

Research findings 
HRM Features 

Telkom Astra Survey 
( 'desired') 

Recruitment 
• continue externalisation • awareness of fit between job and • improved pool of applicants 

"' will introduce external • on -line recruitment for national and candidate's skills • increased job fit 
recruitment, likely on contract international recruitment • greater emphasis on fit with • more balanced selection tools 
basis • efficiency of selection process to organisation culture • short tenure considerations 
• use of assessment centre for reduce applicants' withdrawal • significantly reduced personal • increased externalisation 
selection • will put emphasis on job-skill fit connection • increasing strategic congruence 

• development of tests to find people • tolerance to shorter tenure • more line involvement 
who match with. Astra culture • more use of employment test to 

augment interview 

Performance management 

"' • support for more performance •increased formalisation 
o more performance based onentation • improved appraisal technique 
approach (formal performance appraisal system) • increasing strategic congruence 
o reinforce SKI (MBO) to tie in • more open valid feedback • more performance results 
with merit based pay • illcreased communication orientation 

• mcreased goal achievement • more performance feedback 
• high priority of evaluation for • increased communicat10n 
performance improvement and • increased employee development 
planning for development • growing individualism in social 

values 

w 
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Telkom 

Training and development 

• broaden training to include 
knowledge of business 
environment 
• traimng related with career path 
• traming per employee will be 
doubled. 

Compensation 

• mtroduction of merit pay system 
• link pay with individual 
performance 
• a component of pay for training 
completed 
• introduction of employee stock 
ownership program (ESOP) 

Table 10.5 continued 
Research findin~s 

Astra 

• more training on building skills 
• more HR. benchmarking with strategic 
partners 
• focusing more on core competencies 
and build the related training 
• increased training and developing 
existing employees to balance external 
recruitment 
• more line managers involved in design 
and delivery of training m therr lme 
functions 
• greater emphasis on training and 
external exposure as prerequisite for 
promotion of senior managers 
• increased training budget 

• expand benefit programs 
• flexible /cafetena benefit 
• more targeted incentives to various 
level of employees 

Survey 
('desired') 

• significant increase in training and 
development for improving 
performance and preparing for future 
jobs 
• increased induction training 
• more training for team work and 
interpersonal skills 
• increased training on organisational 
culture 
• greater traming on strategic 
environment (competitors, new 
technology) 
• increased training as reward. 

• reduced influence of seniority on 
pay 
• greater linkage between pay and 
individual performance 
•more pay for long-term results 
• greater incentives and benefits in 
pay strategy 

HRM Features 

• increased induction orientation 
• broader management approach 
• increased knowledge on 
organisational culture 
• growing strategic link 
• increased fit with technical and 
social need 
• increased long term, strategic intent 
• increased knowledge on 
competitive environment 

• more performance orientation 
• increased competitive pay 
• more external orientation 
• reduction on semority 
• increased entrepreneunal and 
innovative dnve 
• increased monetary form of reward 
• increased commumcation on pay 
system 
• increased differentiation in pay 
• increased strategic lmk of pay 



culture (Astra). It is interesting to note that particularly in the survey data, evidence 

indicates that shorter tenure and job mobility are tolerated in hiring decisions. 

Performance management. There is some indication of an increasing emphasis being 

placed on employee performance. Survey respondents from enterprises that did not have 

formal performance appraisal (28% of total respondents) suggested the adoption of a 

formal appraisal system. All respondents in the survey supported the conduct of 

performance appraisal to provide more valid and open feedback, and provide 

communication, improve performance and facilitate planning for development. 

Telkom' s plan to reinforce its MBO version of individual performance targets within the 

framework of the introduction of the merit based pay system would entail greater 

emphasis on the management of employee performance. 

Training and development. Growing attention is being paid to training and development 

for various organisational needs. There is evidence of support for training that promotes 

organisational values; training for improving both job and social skills; training for 

future job assignment and multi-skilling for long term development. More emphasis on 

strategic direction is evident in Astra' s focus on identifying its core competences in 

which training and development will be developed. Similarly, the survey and Telkom's 

data reveal the direction for training to improve know ledge of the business and its 

competitive environment. Training seems to be increasingly used for motivating 

employees by linking training to a reward system 
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Compensation. The trends that indicate greater acceptance of linking pay with 

individual performance are supported by the relegation of the seniority aspect in pay 

practices. Pay tends to support future and long term organisational goals. The preference 

for greater incentive and benefit programs in the pay package denotes a move towards 

growing entrepreneuralism and increased motivation by monetary rewards. More open 

administration of pay is preferred as seen in the development of cafeteria benefit (in 

Astra) which also shows employees' desire to have some control over their pay. 

In summary, trends in HR activities denote a direction towards the adoption of 

employment practices which are more individualistic, participative, and performance 

oriented, and that support innovation and employee entrepreneuralism 

HRM trends at the organisational level 

Examination of trends of HR practices at the activity level is investigated within the 

broader HR. function at the organisational level. The discussion indicates preferences for 

the HRM function at the organisational level to be more strategic, which denotes an 

increasing emphasis on contemporary HRM. Table 10.6 presents the summary of 

findings and features ofHRM trends at the enterprise level. 

The trends for a move away from a notion of high power distance in Indonesian society is 

reflected in the desired HR activities, such as in the preferred pay system and 
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Table 10.6 
Research findings and features of HRM trends at the organisational level 

Research findings 
HRM Features 

Telkom Astra 
(• 

• integration among HR. activities •improve dissemination of ATQC as Astra culture + resource based approach 
o more educated work force • strengthening integration among HR. activities + devolution to line 
• company restructuring • increased emphasis on managing executives + customerisation 
• decentralisation • improve communication with unions + decentralisation 
o divisionalisation of busmess units to be profit • employee tracking system + strategic 
centres • introduction of RR.IS + quality orientation 
• continue downsizing of HR. at corporate + internalisation 
headquarter + flexibility 
o increase decentralisation + institutionalism 
• will use career path + governance 
• further work on HRIS + centralised /bureaucratic 

+ involvement 
+ entrepreneurial 
+ vertical link 
+ horizontal congruence 



performance management. This denotes a shift, as it has been suggested in the past that 

Indonesian subordinates expect . superiors to behave in an authoritarian manner (see 

Chapter 9). This shift is, however, accompanied by a preference for collectivist social 

values which tend to remain, or, rather, to be promoted, in the work place. The 

preference for giving greater significance to training in team-building over the 

improvement of interpersonal skills reflects this group orientation. 

It is important to note, however, that the tendency for a more individualist orientation and 

the preservation of collectivist social values should not necessarily be interpreted as 

contradictory. Rather, these seemingly conflicting features are complementary in nature. 

As noted by O'Neil (1997:433), contemporary performance management practices are 

characterised by a focus on the individual's contribution to the team and its goals. This 

should not be contrary to the survey respondents' preference for a reward system that has 

a high regard for individual performance. In this respect, a performance pay system may 

reward individuals for their contribution to team performance. Thus, the phenomenon 

may be interpreted as supporting the notion of adherence to a more modem way of 

managing human resources (O'Neil, 1997:433). 

In line with HRM trends at the activity level, it would seem that the broader HRM 

function, as well as other issues at the enterprise level, is moving towards the adoption of 

a more contemporary approach to HRM. This is evident in the way in which enterprises 

are making plans to enhance efficiency in order to face fiercer competition in the wake of 

the increasing liberalisation of the Indonesian economy. For example, Telkom' s 
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corporate restructuring strategy will continue to form divisions as profit centres (Chapter 

7). This will intensify decentralisation in which increased productivity will become the 

focus in the business units. In this regard, employee performance is likely to receive 

more attention. This is anticipated by, for example, the continued downsizing of the HR. 

department at headquarters, as staff are dispersed to business units. In this way, HR. is 

likely be closer to the locus of business activities. 

There is a similar tendency for an increasing attention to quality, especially quality of 

management as a whole. This is evident in the way that Astra plans to improve the 

dissemination of TQC. As noted earlier, TQC in Astra has been able to enhance the 

adoption of more contemporary approaches to employee management. It would appear 

that there is a tendency towards a more strategic and integrated approach to HRM. The 

introduction of career paths in Telkom and the development of an employee career 

tracking system in Astra will result in the enhancement of linkages among HR. activities. 

This is also evident in the way enterprises utilise information systems to increase 

horizontal linkages of HR. activities, as well as in their effort to assist with strategic 

decision making in te~ of human resources (Schuler et al., 1992). Astra's plan to use 

HRIS and Telkom' s direction towards consolidating its HRIS is evidence of these trends. 

In sum, trends in the HRM function at enterprise level denote a shift towards more 

contemporary approaches in employee management. An examination of the trends of the 

national, international, and global contextual environments that influence HRM in 

Indonesia is discussed in the following section. 
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Trends in HRM in the contextual environment: 

the national, comparative international, and global levels 

The literature review, especially Chapter 4, research fmdings, both from the survey and 

case studies, and reports from respondents indicate that there are trends towards an 

increasing intensity of external influences. This growing complexity of the market 

necessitates a more open and efficient economy and a more effective approach to 

managing human resources. There are indications, however, that various issues occurring 

within the Indonesian environment may hinder a more active participation in the 

contextual environment. As discussed in Chapter 4, there have been some 

inconsistencies in the Indonesian environment and in the way in which Indonesia 

participate in the international environment, as depicted in Table 10. 7. At the 

comparative international level, Indonesia demonstrates trends towards a more modem 

country, including a move from an agriculture-based economy to increased 

industrialisation; from a central economy to an open market; and from a traditional to 

modem society. 

Similar trends at the global level indicate the growing internationalisation of Indonesia's 

economy; its market is increasingly globalised; it has shown its involvement with the 

global trade mechanism; and its participation in free trade efforts is increasing. In 

addition, Indonesia appears to have increasingly embraced a more democratic society, 

gradually leaving its socialist and authoritarian orientation, and it has shown its 
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Level 
of analysis 

Comparative and 
futernational Level 

Global Level 

w 
~ 

Table 10.7 
Summary of national, international and global influences 

on HRM in Indonesia 

Impediments at 
Influences and features national level 

+ post colonial experience 
+ from agricultural to increased 
industrialisation 
+ central economy to open market + inconsistency in deregulating the economy 

+ state intervention to more deregulated 
liberalised economy + inconsistency in liberalising Indonesian 

+ transition from traditional to modern society market 

+ from social values that emphasise 
collectivism to increased individualism + slow at privatisation programs 

+ increased internationalisation of + slow at opening the economy 

+ global market integration 
+ exposed to geo-politic map + slow economic reform 

+ from socialist to democratic orientation 
+ comply with global trade mechanism + mconsistency in complying to WTO global 

+ increased participation in regional economic trade mechanism 

cooperation 
+ increased involvement in free trade 
+ integration of Indonesian social, political and 
economic activities to global community 
+ contmuing IMF and World Bank's debt 
programs 
+ contimung monitor by Consultative Group of 
Indonesia (CGI) international donors 

' 



preference toward the geo-political arena that is associated with Western global 

institutions. 

Despite these trends, there is evidence at the national level of impediments to the 

advancement that Indonesia aspires to achieve. For example, as discussed previously, 

liberalisation and deregulation is carried out inconsistently, and the privatisation drive 

that enhances efficiency in the economy is slow. Indeed, there have been disruptions to 

economic refonn As noted earlier, these impediments have often been at odds with 

compliance to WTO. Indonesia will continue to borrow from major international donors, 

especially the IMF and the World Bank. This debt requires Indonesia to further liberalise 

and deregulate its market. Similarly, pressure will also be imposed by the Consultative 

Group for Indonesia (CGI) of international donor countries (Chapter 4). 

Given the legacy of the past, change in HRM may be difficult without change in the 

contextual environment. For example, enterprises are required to contribute to society in 

the form of providing various benefits. As this is practiced in the absence of social . 

security, the government seems to demand the continuation of this practice. In this 

regard, because of the extreme social sensitivity of the matter, progress in reform of the 

employment system has been very slow. This has been more apparent in the government 

sector, as evident in Telkom 
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It would appear that the current developments in HRM are part and parcel of the larger 

changes occurring as part of the economic and political reform in Indonesia in the last 

few decades (see Chapter 4). Nevertheless, despite the evidence for change and 

improvement, the realisation of further and more progressive reform is dependent on 

various factors. First, there is the question of whether there is a national consensus in 

favour of continuing an open, market-oriented economic system (Booth, 1998). There is 

a lack of consensus on this matter at present; until this is solved, any further progress on 

recovery cannot materialise (Hatcher, 2000). Second, reform has fundamental 

weaknesses and building reformist alliances has proved extremely difficult (The 

Economist, 8 July 2000). 

To summarise, there appears to be some direction of future development of HRM in 

Indonesia that includes performance orientation, the devolvement of managing HR to line 

management, more open management that motivates employee innovation, and 

entrepreneuralism This tendency is accompanied by an inclination to a change in social 

values towards adopting more individualism while keeping some of the collectivist 

characteristics that support organisational effectiveness in the workplace. Thus, the 

findings of this thesis with regard to the Research Question 2 demonstrate the trend of 

HRM in Indonesia towards the further adoption of contemporary management practices 

provided that economic and political reform continues to take place. 
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A CONCEPTUAL FRAMEWORK FOR HRM IN INDONESIA 

The findings of this study can be formulated into a conceptual framework that 

encapsulates the phenomenon of HRM in Indonesia. It is clear from the findings in this 

study that HRM in Indonesia is not independent from external influences. A conceptual 

framework is presented in Figure 10.1. HRM activities such as recruitment, performance 

management and compensation interact with each other. HRM also interacts with and is 

influenced by the various levels of the contextual environment at enterprise level, 

national level, international level, and global level. To this point, the fmdings of this 

thesis have helped visualise the HRM field into broad terms within its contextual 

environments. Thus, in addition to implications for the organisational level, implications 

for the national context can also be suggested (Begin, 1992:405). 

IMPLICATIONS OF THIS STUDY 

Implications of this research study will highlight its relevance for national government 

policy development, management development, and future practice of HRM for 

practitioners in Indonesia and internationally. 
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Figure 10.1 

A Conceptual Framework for HRM in Indonesia 

HRM at the activity 
level 

l I 
HRM at the enterprise 

level 
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• low formalisation and institutionalism 
•governance 
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HRM influence factors 
at international and 
comparative level 

HRM influence factors 
at the global level 
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• education system ] 
• cultural dimension < 

• stage of industrialisation 
• stage of nation development 
• change from socialist to democratic system 
• change from traditional to modem society 
• a move from protection to open market 

• geo-political condition 
• global trade mechanism 
• increasing regional economic cooperation 
•free trade 
•international donors, e.g. World Bank, 

International Monatery Fund, 
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hnplications for national government policy development 

Discussion of the implications of this research study may relate to the macro-theory of 

HRM that can bring impact for public policy makers (Boxall & Dowling, 1990). The 

findings in this thesis provide several implications regarding policy analysis that mainly 

highlight the issues pertinent to the transition from a closed market to a global market 

economy. In this regard, policies that rely heavily on markets and emphasise investing in 

education and training (World Banlc, 1995) are crucial. Implications for national 

government policy will include policy on the educational system and reform of state

owned enterprises. Policy development in these fields is vital for the enhancement of 

competitiveness of Indonesian enterprises. 

Policy implications for the education system 

The findings in this study reveal implications for the training and the educational system 

in Indonesia. There appears to be an acute need for the enhancement of education and 

training in general, and management education in particular, to prepare the skills needed 

in the workplace. The earlier discussion in this chapter highlights that a large number of 

employees have very low educational levels and that there is a scarcity of skilled people 

in the labour market. As a consequence, enterprises, especially in the case studies, 

offered opportunities for employees to upgrade their general educational level (Telkom) 

and organise various vocational training programs to compensate for the lack of training 

in the Indonesian educational system (Telkom and Astra). In general, there was a lack of 
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training activities in the enterprises under study. Nevertheless, less than 2% of the 

population have higher education (Gey-Gardiner, 1997) and the national budget for 

education in Indonesia is less than 10% of the national budget which is among the lowest 

in the South East Asian region (Alhumami, 2000). Investing in education and training 

gives people skills that they can transfer from job to job, and improves workers' ability to 

perform standard tasks, to process and use information, and to adapt to new teclmologies 

and production practices (World Bank, 1995a). 

Investment in human resources is significant for the economy as a whole and its relative 

international competitive position (Boxall & Dowling, 1990). With special regard to 

training, studies elsewhere report that a better system of vocational training, such as in 

Germany, can supply companies with well-trained labour (Pieper, 1990; Brewster, 1995). 

In Germany, enterprises are not fully responsible for funding such training as the system 

is jointly administered with state agencies. Indonesia would benefit from a 'dual-system 

of training which provides vocational training to most students who do not plan to attend 

a university program' (Pieper, 1990: 10; Conrad & Pieper, 1990). 

Policy for further reform of state-owned enterprises 

As discussed in Chapter 4, the management of state-owned enterprises has undergone a 

great deal of change. The change in management style has been the result of government 

policy to encourage the independence of state-owned enterprises from the government. 

This change is largely achieved through corporatisation and privatisation schemes. As 

this study shows, corporatisation has been able to modernise management in Telkom in 
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general, such as the adoption of a corporate plan, and the management of human 

resources in particular. However, as previously discussed, the change in employee 

management has not been substantial. This has, to a considerable extent, hindered the 

organisational change that was planned for the corporatised enterprise. As noted earlier, 

government influences that continue to play a strong role in various HR practices have to 

a great extent hampered the effectiveness of HRM. The general implication of this study 

is, therefore, that political influence in employment relations in state-owned enterprises 

should be reduced. This could most probably be achieved in a continued and accelerated 

drive toward corporatisation and privatisation. 

Implications for management education in Indonesia 

The HRM field is relatively new in Indonesia; similarly, the teaching of HRM in 

educational institutions is still in its infancy (See Chapter 5). Evidence in the case 

enterprises shows that the effectiveness of current HRM practices are to a large extent 

hindered by the lack of HRM expertise in HR departments. The research data 

demonstrate the pervasiveness of traditional personnel management in enterprises and the 

limited involvement by line managers in the management of employees. 

An implication of this research is the need to promote not only modern management 

education as opposed to the more traditional emphasis on economics subjects in many 

Indonesian universities as noted in Chapter 4, but also management education that 

supports the teaching of contemporary HRM. Carroll (1991) suggests that university HR 
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training programs will have to change to reflect the evolving needs of organisations and 

HR. roles. In this regard, these programs must focus on line HRM activities rather than 

HR. specialist or staff activities. In a similar fashion, the Indonesian HRM professional 

organisations, such as Asosiasi Manajemen Sumberdaya Manusia (AMSM) noted in 

Chapter 5, should support these initiatives through educational activities, accreditation 

policies, publications and other services (Caroll, 1991). 

Implications for regional economic cooperation on HRM issues 

The data in this study suggest that foreign expatriates working in Indonesia have been 

one of the important sources of skill enhancement within the transfer of technology 

scheme. This study also reveals that Indonesian enterprises have greatly benefited from 

their strategic alliance partners. Many multinational enterprises have established 

development programs in their home countries for the Indonesian workforce to learn how 

parent companies manage their businesses. However, as noted in Chapter 4, conditions 

of expatriates working in Indonesia in the past years have not been optimal due to various 

regulatory constraints. These constraints have been largely due to Indonesia's 

inconsistent policies on foreign investment that have an impact on foreign expatriates. A 

clear implication of this study is that the regulations governing the employment of 

foreign expatriates should be improved, together with improvement in foreign investment 

policies. 

360 



Policy change is further necessitated by Indonesia's active involvement in growing 

regional economic cooperation programs, such as AFT A, APEC and ASEM. 

Collaboration on labour issues is on the agenda in this climate of regional cooperation. In 

this regard, Dowling (1994) has suggested, especially with regard to APEC, that the 

economic and political development of the Asia Pacific regions should be enhanced by 

establishing well designed human resource development programs. In operationalising 

these human resource initiatives, Dowling (1994) further suggests that enterprises from 

industrialised economies could participate in exchange programs by accepting managers 

and HR. practitioners from enterprises in newly industrialising countries. These 

managers may participate in assignments to maximise the transfer of human resource 

development experience and skills of larger organisations which have more sophisticated 

human resource development programs (Dowling, 1994). 

Implications for future practice of HRM in Indonesia 

The fmdings in this study have important implications for practitioners of HRM in 

Indonesia. There are opportunities and challenges in HRM for multinational enterprises 

operating in Indonesia as well as Indonesian managers. 

For multinational enterprises operating in Indonesia 

Scholars of HRM have emphasised the importance of the cultural dimension of HRM 

practices. International organisations, ~d particularly expatriate managers, need to be 
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aware of, and to adapt to, local environments within which many international 

organisations operate (Brewster, 1992: 17). Globally effective MNEs must have the 

ability to implement the firm's overall global strategy while simultaneously being highly 

sensitive to the host country and its culture in order to maintain a competitive advantage 

(Teagarden & Von Glinow, 1997:15). The conceptual model presented in this study 

indicates that the local environment is a blend of various contextual components which 

include the international, national and organisational environments that continuously 

interact. As empirical evidence in this study suggests, it is an important requirement that 

managers recognise aspects of social values that are changing and those that remain 

unchanged and benefit from this phenomenon in order to maintain a competitive 

advantage. 

Implications for Indonesian managers 

This study has highlighted the importance of the roles of both HR. and line managers in 

the management of human resources. Indonesian practitioners must be aware that social 

values are changing and, consequently, HRM is dynamic. Evidence in this study 

indicates that people in the workplace desire and are prepared for change to more open 

and participative HRM practices. Managers need to be aware of this complex 

environment and benefit from the dynamic of HRM for organisational effectiveness. 
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LIMITATIONS OF THIS THESIS AND FURTHER 

RESEARCH DIRECTIONS 

The design of this research was exploratory in nature, using inductive processes. The 

empirical investigation was conducted by cross-analysing quantitative and qualitative 

data from multiple case studies. The survey data was obtained from a questionnaire and 

the case studies focused on a state-owned enterprise and a private industrial 

conglomerate. Data was collected through interviews, and direct observation over a 

number of months. The use of the data triangulation method enabled the qualitative data 

to add depth and detail to complement the broad patterns that emerged from the 

quantitative survey data. Nevertheless, some limitations of the research can be noted and 

the corresponding recommendations suggested. 

Several lllnitations of this research demonstrate issues in the field of international HRM 

or cross-cultural management research. As is common in international ITI(lnagement 

n.•search, tinw and budget 1irnitatiei11s pnwem.ed th~~ obtaining ~)f idea] ~w..r.n:pk• 

representatkms (Dowling et al., 1999: Teagardc11 et a.1, 1995). Issues in the developing 

C1)umrics such as level of education and aw:-:1.reness l)f ma.m-im.·ment Jssut-s TIJaV have 
~ ~ 

uffr.:cted the response rat('.: r\Vong··Rieger & Riger. 1993). Notwithstanding these 

problen.JB, the urgent need to conduct research to advance the field has been widely noted 

(Dowling et al., 1999; vVong-Rieger & Rieger, 1993; Brewster et al, 1996 ; Redding, 

1994, TeaganJen et al, 1995). 
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The sample of the survey largely consisted of MBA students. Although it is likely that 

people with an MBA may have had a better understanding of the HRM issues set out m 

the questionnaire, a wider diversity of managerial experience amongst the respondents 

would have ill.creased generalisabmty. In addition, the sample was largely from a limited 

geographical area, namely Jakarta and surrounding districts. While the majority of 

companies m Indonesia (Hill, 1996; 2000) are located in the area, further study could be 

conducted by drawmg samples from various areas m Indonesia to ill.crease the 

representativeness and generalisation of the study. 

In addition, there were limitations on the range of managers interviewed iI1 the case 

study. While the case studies were able to provide ill-depth findmgs to complement the 

survey, the bre~Kitb of the HR. function and size of departments of large corporations 

(especially m Telkom) made mterviewing more managers problematic. Contemporary 

HRM ill.eludes the mvolvement of line managers m the management of HR. (Caroll, 

1991; Storey, 1995). While the case studies m this research ill.eluded mterviews with a 

number of line managers, a larger sample of potential interviewees m this segment would 

have improved the mtemal validity of this study. The inclusion of more line managers m 

future research is therefore recommended. 

Havmg highlighted the limitations, important contributions of this thesis are noted. First, 

as stated earlier m this thesis, there has been limited study of HRM m Indonesia and there 

is limited information available on the practice of HRM in Indonesia. In this regard, the 
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use of an expert system, from which HRM issues in Indonesia were obtained and 

discussed with the experts in the field, and various stages of pilot studies were crucial in 

shaping the scope and focus of the exploratory aspects of this pioneering research 

Second, this thesis has provided a contextual background (Chapters 2, 3 and 4) for the 

study of HRM. The analysis of the empirical findings has systematically examined the 

dynamic of contextual influences on HRM in Indonesia at various levels, i.e. at the 

activity, firm, national, international and global levels. This approach has been able to 

provide a broader scope of HRM that denotes the strategic aspect of HRM characterised 

by the inclusion of the external environment. In addition, this method has marked the 

macro aspect of HRM and thus this research is able to respond to the usual criticism that 

research in HRM is too micro (Redding, 1994). Thus, the analytical approach has been 

able to highlight the strategic aspects featuring the contemporary approach to HRM. This 

thesis has noted the dearth of study on HRM in Indonesia. The exploratory nature of this 

research has provided a reference for further research in this field. This thesis can serve 

as a benchmark for other research to build on the findings derived from this research. 

The state of research on the understanding of relationships among features of HRM and 

individual/organisational/societal functioning is scant. This thesis has been able to 

identify some patterns in HRM practices which it may shed some light on understanding 

the underlying organisational and environmental contingencies that help shape these 

practices. The pattern helps to visualise the HRM field in broad terms and hence makes it 

easier for academics and practitioners to visualise the policy implications of their actions. 
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This would assist in how policies should be related to a particular organisational and 

national context (Begin, 1992). Thus, benefits for research, teaching and policy 

formulation can be more aptly drawn. 

The pervasiveness of influences in the contextual environment on HRM in Indonesia has 

been noted. While there has been some rapid change, the past few years, especially since 

1998 with the deposition of the fonner President Suharto, have represented a social 

revolution in Indonesia (Hill, 2000). As inferred in the trend of this study, which appears 

to be related to the social-political-economic upheavals in the country, a longitudinal 

study which replicates this research is recommended to reveal the extent of the change, 

and its effect on the management of HR in Indonesia. 

SUMMARY AND CONCLUSION 

This thesis has explored the key issue of how Indonesian enterprises manage their 

employees. This issue was examined as two research questions that investigated the 

current and future trends of HRM practices. The research questions were examined 

utilising a background review of the evolution of the practice of employee management 

and the development of the environment within which HRM has taken place. Thus, this 

thesis incorporated the historical and social context of enterprises in Indonesia in which 

HRM has developed. The thesis explored the research questions by examining HRM 

practices in the case studies of a private enterprise and a state-owned enterprise and in a 

survey of 247 responses from various types of enterprises and backgrounds in Indonesia. 
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This thesis has found that HRM in Indonesian enterprises is undergoing a transition from 

traditional to more contemporary practices. The transition is a result of changes in the 

people, the enterprises, and the external environment as well as the consequence of 

interaction among these factors. The empirical evidence on current HRM was analysed 

on the basis of HRM dimensions that incorporate the strategic roles of HRM, the roles of 

line managers in the management of human resources and the roles of HRM units in 

enterprises. The analysis has led to the development of a conceptual framework for 

understanding HRM and the HRM context. The relevance of the conceptual model is 

demonstrated in anticipation of future trends in HRM in Indonesia. The trends 

encompass the practices, enterprise and environment levels. The study in this thesis 

suggests implications for policy development, theory of HRM and future practices of 

HRM. 
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Questionnaire Cover Letter 

(English Version) 
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Dear Employee: 

We are asking for your cooperation in completing the attached questionnaire. The 
questions ask for your opinions about various aspects of your compan}"s human 
resource management practices. There are no right or wrong answers; we simply 
want your honest opinions. The survey will .take approximately 20-30 minutes. 
Tiris is part of a global ·study and is likely to help shape future human resource 
practices. 

•. 

All of your responses will be kept strictly confidential and your responses will not 
be seen by anyone in your company. 

We thank you in advance for your participation -- i~ is gr~atly appreciated. 

Sincerely, 

Ma. ~ VM &·~ , Pi.Or Mary Ann Von Glinow 
Department of Management and Organization 
Graduate School of Business 
University of Southern California 
L.A.,CA 90089-1421 
Phone: (213) 740-0731 
Fax: (213) 749-0541 
Bitnet: MA VGLIN@USCMVSA 
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BACKGROUND INFORMATION 

Please place a check ( .,,/) beside or circle the most appropriate answer to each of the following 
questions. 
In a few cases please fill-in the blank. 

Age 

Gender 

D Less than 30 0 40 - 49 
D 30-39 D 50 - 59 

DMale DFemale 

D 60 or older 

Please indicate the highest level of school you have completed 

D High School Certificate or Less D Some Post Graduate Education 
D Some University Education D Post-Graduate Degree 
D Bachelor's Degree D Other 

What is your ethnicity? (e.g. Caucasian, Mexican, etc.) ..................................................... . 

Name of Or~anization ......................................................................................................... . 

What is your job title? ......................................................................................................... . 

How long have you been in your current job? ....................... years 

How long have you been with your current company? .......... years 

Do you formally supervise other employees? 0 yes 0 no 
If yes, how many employees formally report to you? .......................................................... . 

How much can yoq. tell by watching the people who report directly to you while they are 
working? 

1 
I can tell exactly 
whether they are 
doing their jobs 
properly or not. 

2 3 4 5 
I can tell very httle 
about how well 
they are doing their 
job by watchmg 
them. 

To what extent does your performance depend upon how well others do their job? 
1 2 3 4 5 

Almost None 

What is your current salary? 
0 Less than $25 ,OOO 

0 $25,001 to $50,000 

0 $501001 to $75,000 

0 $75,001 to $100,000 

0 Greater than $100,000 
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YOUR COMPANY 

Please place a check ( ./) beside the most appropriate answer to each of the following questions: 

1. Approximately how many employees are there in your company? 
A. 0 Less than 250 
B. 0 250 to 1000 
C. 0 Over 1000 

2. Do you have employees belonging to union(s) in your company? 
OYes ONo 

If yes, do you know approximately what proportion of employees are members of unions? 
0 Less than half 0 About half 0 More than half 

3. Please identify the description below which most accurately describes how your company 
derives most of its revenue (check only one below on A-E) 

A. 0 Manufacturing products (e.g. durable consumer products or manufacturing of 
components into finished products) 

B. 0 Services (doing things for customers rather than manufacturing things e.g. 
airlines, financial services, retail stores, food preparation) 

C. 0 Government 

D. 0 Agriculture 

E. 0 Other (please identify) ................................................................................. . 

4. Please place a check beside one of the following three descriptions (A, B, C) which most 
accurately reflects how many products your company has? 

Your company obtains nearly all (e.g. 70% or more) of its revenue from 
(A) 0 one product 

Your company obtains less than 70% of its revenue from one product and the rest from: 
(B) 0 related products, 

(C) 0 unrelated products 

Or (D) 0 don't know 

5. Please place a check beside the one description below which most accurately describes what 
stage your company and its products/services are in: 

A. 0 Mature stage: products or services familiar to vast majority of prospective users. 
Technology and competitive environment are reasonably stable. 

B. 0 Growth stage: sales growing at 10 percent or more annually. Technology and 
competitive environment are still changing. 
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Your Company (cont ... ) 

6. Factors that are critical to your company's success 

To what degree does your company currently use the following to be successful? 
Please circle the appropriate response. 

Not at Toa Toa Toa Toa Don't 
all small moderate large very know 

extent extent extent great 
extent 

1. New brand identif1cat10n 2 3 4 5 6 

2. Operatmg efficiency 2 3 4 5 6 

3. Unique corporate culture 2 3 4 5 6 

4. New Product Development 2 3 4 5 6 

5. Advertising 2 3 4 5 6 

6. Effective management of human resources as a 2 3 4 5 6 
source of competitive advantage 

7. Competitive pricing 2 3 4 5 6 

8. Innovation in marketing techniques and 2 3 4 5 6 
methods 

9. Setting strong performance goals for: 

a. Individual Performance 2 3 4 5 6 

b. Group/Unit 2 3 4 5 6 

c Organisation 2 3 4 5 6 

10. Procurement of raw materials 2 3 4 5 6 

11. Customer service 2 3 4 5 6 

12. The management philosophy highly values 2 3 4 5 6 
employees 

13. Technology acquistion 2 3 4 5 6 

14. Strong emphasis on research and development 2 3 4 5 6 
(R&D) 

15. Superior managers 2 3 4 5 6 

16. Continuous improvement 2 3 4 5 6 

17. Superior employees 2 3 4 5 6 

18. Strategic alliances and other cooperative 2 3 4 5 6 
ventures 

19. Flexible work arrangements 2 3 4 5 6 

20. Multi-Skilled workers 2 3 4 5 6 

21. Vanab1lity in employees terms of 2 3 4 5 6 
employment 

How accurately do each of the following describe the business environment that your company 
faces? 

Very Very 
False True 

1. Marketplace competition has increased 1 2 3 4 5 
dramatically 

2. Conditions in our business environment are 2 3 4 5 
rapidly changing 

3. Government regulat10ns are rapidly changmg 2 3 4 5 

4. The technology in our product/services is 2 3 4 5 
complex 

5. Abundant supply of skilled people m the labour 2 3 4 5 
market 
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MANAGEMENT STYLE 

1. The descriptions below apply to four different types of managers. First, please read through 
these descriptions. 

Manager 1: Usually makes decisions promptly and communicates them to subordmates clearly and 
firmly. Expects them to carry out decis10ns loyally and without raising difficulties. 

Manager 2: Usually makes decisions promptly, but before going ahead, tries to explam them fully to 
subordinates, then gives them the reasons for the decisions and answers whatever questions they may have. 

Manager 3: Usually consults with subordinates before reaching a decision. Listens to their advice, 
considers it, and then announces the decision. Expects all to work loyally to implement it whether or not 1t 
is in accordance with the advice they gave. 

Manager 4: Usually calls a meeting of subordinates when there is a decision to be made. Puts the 
problem before the group and invites discussion. Accepts the majority viewpoint as the decision. 

Please mark the one which you would most prefer to work under in the space provided. 

OManagerl 0Manager2 0Manager3 0Manager4 

2. Now which one of the above four types of managers would you say your own superior most 
closely resembles? 

OManagerl 0Manager2 0Manager3 0Manager4 

3. How frequently, in your work environment, are subordinates afraid to express disagreement 
with their superiors (Circle the correct response)? 

1 2 3 4 5 
Very Frequently Frequently Sometimes Seldom I never feel this way 
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YOUR COMPANY'S PERSONNEL/HUMAN RESOURCE DEPARTMENT 

1. Does your company have a separate Personnel Department (or Human Resource group) that 
has control of employee personnel records, training programs, salary, and performance 
appraisal guidelines, and so on, for the rest of the company? 
OYes ONo 

If no, skip questions #2 and #3 below and go to YOUR SATISFACTION near the bottom of 
the page. 

2. What is the name of that department in your company? 
(For example, is it called a Personnel Department, Labor Relations Department.) 

Name of Department ...................................................... .' ...................................... . 

Think of your company's Human Resource Management or Personnel Department. How 
accurately do the following statements describe that Department, overall? 

Very Very Don't 
False True know 

1. It is viewed as an important department m the 1 2 3 4 5 6 
company. 

2. It tends to imitate the human resource practices(e.g. in 2 3 4 5 6 
hinng, pay, etc.) used by other firms in our industry. 

3. It works closely with the senior management group on 2 3 4 5 6 
the key strategic issues facing the company. 

4. It seems to keep informed about the best human 2 3 4 5 6 
resource management practices that are used in other 
countries. 

5. It is viewed as an effective department. 2 3 4 5 6 

YOUR SATISFACTION WITH YOUR JOB/COMPANY 

Please circle the number which indicates your satisfaction with the following factors in your 
organization: 

Not at All To a Moderate To a Great 
Extent Extent 

1. Job 1 2 3 4 5 

2. Supervisor 2 3 4 5 

3. Organisation 1 2 3 4 5 

4. Pay 1 ,2 3 4 5 

5. Promotion 2 3 4 5 

6. Job Security 2 3 4 5 
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HIRING PRACTICES 

How accurately do the following statements describe your company's practices? For each 
statement provide two responses. · 

First, use the left column to indicate the extent to which the statements below describe the way 
Training & Development Practices currently are conducted (IS NOW). 

Second, use the right column to indicate to what extent the statements below describe the way 
Training & Development Practices ought to be conducted to promote organizational 
effectiveness (SHOULD BE). 

Please use the following scale for the questions below: 
1 2 3 4 

Not at all To a moderate 
extent 

Hiring decisions here are influenced by: 

5 

To a very great 
extent 

Is Now Should Be 
I.A person's ability to perform the techmcal 

requirements of the job 

2. A personal interview. 

3. A person's ability to get along well with others 
already working here. 

4. Having the nght connections (e.g. school, 
family, friends, reg!on, goven_lment, etc.). 

5. The company's belief that the person will stay 
with the company (e.g. 5 years or longer). 

6. An employment test in which the person needs 
to demonstrate their skills. 

7. Proven work experience in a similar job. 

8. A person's potential to do a good job, even if 
the person is not that good when they first start. 

9. How well the person will fit the company's 
values and ways of doing things. 

10. Future co-workers' opinions about whether the 
person should be hrred. 

11. Short-term economic or market fluctuations 

12. The ability to use casual/temporary short term 
contract employment 

13. A person's potential to develop a variety of 
skills. (Multi-sk1llmg/ Cross-skilling) 

2 3 4 5 

2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

I 2 3 4 5 

2 3 4 5 

2 3 4 5 

I 2 3 4 5 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

I 2 3 4 5 

2 3 4 5 

2 3 4 5 

2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

I 2 3 4 5 

2 3 4 5 

2 3 4 5 

I 2 3 4 5 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

I 2 3 4 5 

Please use the same scale to indicate to what extent your company's hiring practices are 
effective. 
1. The hiring practices help our company to have high-

performmg employees. 2 3 4 5 

2. The hinng practices help our company to have 
employees who are satisfied with their jobs 2 3 4 5 

3. The hiring practices make a positive contribution to 
the overall effectiveness of the organisation. 2 3 4 5 
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THE PURPOSES OF TRAINING & DEVELOPMENT PRACTICES 

How accurately do the following statements describe the purposes of your company's Training 
& Development practices? For each statement provide two responses. 

First, use the left column to indicate the extent to which the statements below describe the way 
Training & Development Practices currently are conducted (IS NOW). 

Second, use the right column to indicate to what extent the statements below describe the way 
Training & Development Practices ought to be conducted to promote organizational 
effectiveness (SHOULD BE). 

Please use the following scale for the questions below: 
1 2 3 4 

Not at all To a moderate 
extent 

Possible purposes of Training Practices: 

5 
To a very great 

extent 

Is Now Should Be 
1. Provide a reward to employees. 

2. Improve thelf technical job abilities. 

3. Improve employees interpersonal abilities, 
i.e. how well they relate to others. 

4. Remedy employees past poor performance. 

5. Prepare employees for future JOb assignments. 

6. Build teamwork within the company. 

7. Provide substantial traming when employees 
first start working in the company. 

8. Help employees understand the business, e.g. 
knowledge of competitors, new technologies, 
etc. 

9. Provide employees with the skills needed to do 
a number of different jobs, not just one particular 
job. I 

10. Teach employees about the company's values 
and ways of doing things. 

11. Relax the division in the work environment 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

2 3 4 5 

2 3 4 5 

2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

1 2 3 4 5 

2 3 4 5 

2 3 4 5 

Please use the same scale to indicate to what extent your company's training & development 
practices are effective. 

1. The training practices help our company have high-
performing employees. 2 3 4 5 

2. The trainmg practices help our company to have 
employees who are satisfied with their jobs. 2 3 4 5 

3. The training practices make a positive contribution to 
the overall effectiveness of the organization. 2 3 4 5 
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THE PURPOSES OF PERFORMANCE APPRAISAL PRACTICES 

How accurately do the following statements describe the purposes of your company's 
performance appraisal practices? For each statement provide two responses. 

First, use the left column to indicate the extent to which the statements below describe the way 
Performance Appraisal Practices currently are conducted (IS NOW). 

Second, use the right column to indicate to what extent the statements below describe the way 
Performance Appraisal Practices ought to be conducted to promote organizational effectiveness 
(SHOULD BE). 

Please use the following scale for the questions below: 
1 2 3 4 

Not at all To a moderate 
extent 

Possible purposes of Performance Appraisal: 

5 
To a very great 

extent 

Is Now Should Be 
2 3 4 5 1. Determine appropriate pay. 

2. Document subordinate's performance. 

3. Plan development activities for subordinate 
(e.g. traming, new duties). 

4. For salary administration. 

5. Recogmse subordmate for things done well. 

6. Lay out specific ways in which subordinate can 
improve performance. 

7. Discuss subordinate's views 

8. Evaluate subordmate's goal achievement. 

9.Identify subordinate's strengths and 
weaknesses. 

10. Allow subordinate to express feelings. 

l l. Determine subordinate's promotability. 

12. Obtain a skills audit of each employee. 

13. Identify career paths and opportunities. 

14. Identify organisational skills requirement. 

2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 1 2 3 4 5 

2 3 4 5 2 3 4 5 

1 2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 1 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

2 3 4 5 2 3 4 5 

Please indicate to what extent your company's performance appraisal practices are effective. 

1. The performance appraisal practices help our company 
have lugh-performmg employees. 2 3 4 5 

2. The appraisal practices help our company to have 
employees who are satisfied with their jobs. 2 3 4 5 

3. The appraisal practices make a positive contnbution 
to the overall effectiveness of the orgamzation. 2 3 4 5 
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PAY PRACTICES 

How accurately do the following statements describe your company's pay practices? For each 
statement provide two responses. 

First, use the left column to indicate the extent to which the statements below describe the way 
Pay Practices currently are conducted (IS NOW). 

Second. use the right column to indicate to what extent the statements below describe the way 
Pay Practices ought to be conducted to promote organizational effectiveness (SHOULD BE). 

Please use the following scale for the questions below: 
1 2 3 4 

Not at all To a moderate 
extent 

1. Pay incentives such as bonus or profit sharing 
are an important part of the compensation 
strategy in this orgamzation. 

2. The benefits are an important part of the total 
pay package. 

3. In this organisation a portion of an employee's 
earnings is contingent on group or 
organisation performance goals being 
achieved. 

4. Our pay policies recognize that long-term
results are more important than short term 
results. 

5. An employee's seniority does enter mto pay 
decisions. 

6. Pay incentives are designed to provide a 
significant amount of an employee's total 
earnings in this organization. 

7. The employee benefits package is very 
generous compared to what it could be. 

8. The pay system in this organization has a 
futunstic orientation. It focuses employee's 
attention on long-term (2 or more years) goals. 

9. In this organiution pay raises are determined 
mainly by an employee's job performance. 
There is a large pay spread between low 
performers and high performers in a given job. 

10. In this organisation a portion . of an 
employees earnings is determmed by an 
individuals range of formal skills or position's 
they can undertake within the organisation 

5 
To a very great 

extent 

Is Now Should Be 

1 2 3 4 5 1 2 3 4 5 

2 3 4 5 1 2 3 4, 5 

2 3 4 5 1 2 3 4 5 

1 2 3 4 5 1 2 3 4 5 

1 2 3 4 5 1 2 3 4 5 

1 2 3 4 5 1 2 3 4 5 

1 2 3 4 5 .12345 

1 2 3 4 5 1 2 3 4 5 

1 2 3 4 5 1 2 3 4 5 

1 2 3 4 5 1 2 3 4 5 

Please indicate to what extent your company's pay practices are effective. 

1. The pay practices help our company have lugh 
performing employees. 2 3 4 5 

2. The pay practices help our company to have 
empl©yees who are satisfied with thelf jobs. 2 3 4 5 

3. The pay practices make a positive contribution to the 
overall effectiveness of the organization. 2 3 4 5 
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LEADERSHIP 

How accurately do the following statements describe your company's leadership practices? For 
each statement provide two responses. 

First, use the left column to indicate the extent to which the statements below describe the way 
Leadership Practices currently are conducted (IS NOW). 

Second, use the right column to indicate to what extent the statements below describe the way 
Leadership Practices ought to be conducted to promote organizational effectiveness (SHOULD 
BE). 

Please use the following scale for the questions below: 
1 2 3 4 

Not at all To a moderate 
extent 

MY IMMEDIATE SUPERVISOR: 

5 
To a very great 

extent 

Is Now Should Be 

1. Sets specific goals for me to accomplish. 2 3 4 5 2 3 4 

2. Emphasizes !ugh standards of performance. 1 2 3 4 5 2 3 4 

3. Stresses the importance of work goals. 2 3 4 5 2 3 4 

4. Is friendly and easy to approach. 2 3 4 5 2 3 4 

5. Is eager to recognize and reward good 
performance. 2 3 4 5 2 3 4 

6. Is willing to listen to my problems. 2 3 4 5 2 3 4 

7. Treats me with respect. 2 3 4 5 1 2 3 4 

8. Checks everything; mdividual judgment is not 
trusted. 1 2 3 4 5 1 2 3 4 

9. When suggestions are made to top 
management, they receive fair evaluation. 1 2 3 4 5 1 2 3 4 

10. Encourages the development of semi-
autonomous work groups. 1 2 3 4 5 2 3 4 

11. Undertakes a minimal rate of supervision. 2 3 4 5 1 2 3 4 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

5 

Please use the same scale to indicate what extent your company's leadership practices are 
effective. · 

1. The leadership practices help our company have !ugh-
performing employees. 2 3 4 5 

2. The leadership practices help our company to have 
employees who are satisfied with their jobs. 2 3 4 5 

3. The leaderslup practices make a positive contribution 
to the overall effectiveness of the organization. 2 3 4 5 

1 1 



COMMUNICATION 

How accurately do the following statements describe your company's communication practices? 
For each statement provide two responses. 

First, use the left column to indicate the extent to which the statements below describe the way 
Communication Practices currently are conducted (IS NOW). 

Second, use the right column to indicate to what extent the statements below describe the way 
Communication Practices ought to be conducted to promote organizational effectiveness 
(SHOULD BE). 

Please use the following scale for the questions below: 
1 2 3 4 5 

Not at all To a moderate To a very great 
extent extent 

Is Now Should Be 
1. Informal communication works better than 

formal communication here. 2 3 4 5 2 3 4 5 

2. My immediate supervisor shows appreciation 
for my work. 2 3 4 5 2 3 4 5 

3. My immediate supervisor shows confidence in 
me. 2 3 4 5 2 3 4 5 

4. Too many people need to be consulted before 
you can do anything here. 2 3 4 5 2 3 4 5 

5. My immediate supervisor often asks for my 
opinions or suggestions. 2 3 4 5 2 3 4 5 

6. My immediate supervisor often gives 
information/suggestions or feedback. 2 3 4 5 1 2 3 4 5 

7. Objectives here are clearly communicated and 
understood. ·1 2 3 4 5 2 3 4 5 

8. I am allowed to make some decisions that are 
usually made at a higher level. 2 3 4 5 2 3 4 5 

9. Good cross-deparmental communication exists 
here. 2 3 4 5 2 3 4 5 

10. Participati~e management 
1 2 3 4 5 1 2 3 4 5 

11. Instructions or requirements are communicated 
to the work group which then decides how best 
to address the problem/situation, carry out the 
work and then report the results back. 1 2 3 4 5 1 2 3 4 5 

Please use the same scale to indicate to what extent your company's communication practices 
are effective. 

1. The communication practices help our company have 
high-performing employees. 2 3 4 5 

2. The communication practices help our company to 
have employees who are satisfied with their JObs. 2 3 4 5 

3. The communication practices make a positive 
contribution to the overall effectiveness of the 
organization. 2 3 4 5 
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Overall assessment 

How accurately do each of the following Very Very 

statements descri~e your company? false true 

1. It produces high quality goods/services 1 2 3 4 5 

2. It has a promising future 1 2 3 4 5 

3. It manages its people well 2 3 4 5 

4. It is flexible enough to change when necessary 1 2 3 4 5 

5. It has high quality people working here 1 2 3 4 5 

6. It has a strong unified corporate culture 1 2 3 4 5 

7. It is very effective overall 2 3 4 5 

8. It has a very satisfied work force 2 3 4 5 

9. It has a very productive work force 2 3 4 5 

10. It is seen as a leader in its industry 1 2 3 4 5 

Is there anything else you would like to tell us about the human resource practices (HR) in your 
organization? For example, you may wish to identify what, in your opinion, are remarkable HR 
practices or HR. practices you'd wish to change. Please feel free to comment in the remaining 
space. 

········································································································································•!••• 

············································································································································· 

Professor Mary Ann Von Glinow 
Department of Management and Organization 
Graduate School of Business 
University of Southern California 
L.A., CA 90089-1421 
Phone: (213) 740-0731 
Fax: (213) 749-0541 Bitnet: 
MAVGLIN@USCMVSA 
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Kepada Yth. 
Saudara Responden 

SURVAI 'INTERNATIONAL BEST PRACTICE 

Jakarta, Agustus 1995 

IN HUMAN RESOURCE MANAGEMENT' 

Dengan hormat, 

Perkenankan saya mengundang peran-serta Anda untuk mengisi kuesioner terlampir 
dalam rangka pelaksanaan survai internasional bidang manajemen sumber daya manusia 
yang bertujuan mengidentifik::asi trend praktek-praktek unggul manajemen SDM pada 
Iebih dan 15 negara antara Iain Australia, Jepang, USA dan Korea. Konsorsium peneliti 
survai ini dik:etuai oleh Profesor Mary Anne Von Glinow, Department of Management 
and International Business, Florida International University. Di Indonesia, kegiatan 
survai ini didukung oleh Asosiasi Manajemen SDM (AMSM). 

Survai ini juga merupakan bagian dari penelitian untuk disertasi studi S3 yang sedang 
saya ambit di .University of Tasmania, Australia, dengan judut 'Human Resource 
Management Practices in Indonesia'. Di samping survai ini, saya lakukan juga studi 
kasus manajemen SDM pada beberapa perusahaan di Indonesia. 

Besar harapan saya basil penelitian ini akan menjadi masukan yang berguna bagi Anda 
dru;i bagi pengembangan manajemen SDM pada umumnya serta dalam kaitannya dengan 
best practices manajemen SDM internasional. Sebalik:nya, manajemen SDM 
internasional pasti akan memperoleh manfaat yang besar pula dengan ikut sertanya 
Indonesia karena Indonesia sedang mengalami pertumbuhan ekonomi amat pesat dan 
tengah melakukan banyak usaha perbaikan di bidang SDM. 

Besar harapan saya Anda dapat meluangkan waktu untuk mengisi kuesioner ini. Bila 
ingin memperoleh laporan basil survey ini cantumkanlah alamat lengkap Anda. Atas 
kerjasama Anda saya ucapkan banyak terima kasih. 

Wahyu Supraptiningsih Sutiyono 
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INDONESIA 

ORGANISASI 
PROFESI 

DALAM BIDANG 
MANAJEl\llEN 

SUMBER DAYA 
MAN USIA 

DI INDONESIA 

• 
PENGURUS INTI : 

KetuaUmum 
Ors. A.S. Ruky MBA IMelbl 

(Dir. SOM & Umum-
PT. Semen C1binong} 

• 
Wak1I Ketua Umum 

Ketua 81dang 
Pengembangan 

Organisasi 
& Keanggotaan 

Teddy Kharsadi 
(D1r Personalia & Umum • 

PT. Cftra Marga Nusaphafa Persada} 

• 
Wakil Ketua Umum 

Ketua B1dang Penelitian, 
Pengkajian dan Penyebaran 
lnformasi Manajemen SOM 

Bambang Wibisono SE 
(Dep D1r HR&GA

B1mantara C1tra Hold} 

• 
Walo1 Ketua Umum 

Ketua Bidang 
Pend1dikan dan Pengembangan 

Profes1onahsme 
Ors. Psy. S. Hadiwinoto 

(Dir Mud Pers/HRD -
PT. Samudra Indonesia} 

• 
Walo1 Ketua Umum 

Ketua 81dang 
Hubungan lnternasional 

dan antar Organisasi 
Sam Turangan 

(Vice President HR -Citibank} 

• 
Sekretaris Umum ISekum) 

K.A. Endin 
(Corp Secretary- PT Badak NGLJ 

• 
Wakil Sekretaris Umum 
Ponco Mulyono $E 

(HR Planning & Control Manager· 
PT. Brmantara Clfra} 

• 
Benda hara 

0111. Psy. Anna S. Haryadi 
(Ka Biro Personafia -

PT. Crtra Marga Nusaphafa Persada} 

• 
Wakil Bendahara 
Ojindi Purba , 

(Personnel Manager· 
Bank Pacific} 

• 
Bank 

BANK PACIFIC 
CABANG SUDIRMAN 
Ace No. 02-0302-2951 

Jakarta 

PENGURUS PUSAT 

ASOSIASI MANAJEMEN SUMBERDAYA MANUSIA (AMSM) INDONESIA 
(HUMAN RESOURCE MANAGEMENT ASSOCIATION OF INDONESIA) 

d/h PERHIMPUNAN MANAJEMEN PERSONALIA INDONESIA (PMPI) 
WISMA ADI UPAYA ruang 108 Telp. 3457855, 3800082, 3440517 pesawat 553 

JI. Budi Kemuliaan No. 16 Jakarta Pusat 
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Bubuhkan tanda (./) pada pernyataan yang paling tepat menggambarkan keadaan Anda atau perusahaan tempat 
Anda bekerja. Pada beberapa pertanyaan, isilah jawaban pada tempat y~ng tersedia. 

INFORMASI RESPONDEN 

I. UmurAnda: 0 Kurang dari 30 
0 30--39 

0 40-49 
0 50--59 

0 60 atau lebih 

2. 

3. 

Jenis kelamin: 0 Laki-laki 

Pendidikan terakhir : 
0 Sekolah Menengah Tingkat Atas 
0 Pendidikan Akademi, atau 

0 Perempuan 

0 Sarjana 
0 Pasca Sarjana tak tamat 
0 Pasca Sarjana perguruan tinggi tak tamat 

0 Sarjana Muda 0 Lain-Iain:---------------

4. Nama lengkap jabatan Anda kini 

Bidang 

5. Lama Anda memegang jabatan ini : ____ tahun 

6. Nama perusahaan tempat Anda bekerja kini (optional, bisa diisi atau tidak) : 

7. Lama Anda bekerja di perusahaan ini : ____ tahun 

8. Apakah secara resmi Anda membawahi pegawai lain ? 0Tidak 

Jika ya, berapa yang melapor langsung kepada Anda ? ____ orang 

9. Bagi pegawai yang langsung melapor kepada Anda, seberapa banyak Anda mengetahui apakah mereka 
bekerja dengan baik atau tidak dengan melalui pengamatan saja. 

Dapat dengan tepat 
mengetahui 

2 3 
Cukup dapat 
mengetahui 

4 

10. Sejauh mana kinerjaAnda tergantung pada keberhasilan kerja orang lain? 

Hampir tidak 
tergantung 

2 3 
Cukup 

tergantung 

4 

5 
Tak dapat banyak 

mengetahui 

5 
Sangat banyak 

tergantung 

11. lmbalan Anda per tahun (termasuk imbalan I benefit non-uang misalnya mobil dinas, perumahan, pensiun, 
dll). 
0 Kurang dari Rp 15 ju ta 0 Rp 61 juta - Rp 90 juta 
0Rp15juta-Rp36juta 0Rp9ljuta-Rp120juta 
';J Rp 37 juta - Rp 60 juta 0 Rp 121 juta ke atas 
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INFORMASI PERUSAHAAN 

1. Kepemilikan : 0 Pemerintah 
0 Badan Usaha Milik Negara (BUMN) 
0 · Swasta Dalam Negri 
0 Swasta Asing 
0 Patungan 

0 Lain-lain, sebutkan ---------------------

2. Jenis perusahaan dan jumlah pegawai (pilih salah satu) : 
0 single business, jumlah pegawai _____ _ 
0 multi business atau konglomerat, jumlah seluruh pegawai _____ _ 
0 lain-lain, sebutkan , jumlah pegawai ____ _ 

Bila 'multi business', Anda berkedudukan di (pilih salah satu) : 
_ kantor pusat, jumlah pegawai _____ _ 
_ anak perusahaan, jumlah pegawai ____ _ 

3. Dari jumlah tersebut, apakah ada karyawan yang menjadi anggota serikat pekerja ? 
0 Ya 0 Tidak 

Jika 'ya', berapa bagian dari seluruh karyawan yang menjadi anggota serikat pekerja? 
0 Tidak tahu 0 Kurang dari 50% 0 Kira-kira 50% 0 Lebih dari 50% 

4. Perusahaan mendapatkan sebagian besar penghasilan dari (pilih satu saja): 
0 Produk manufaktur, sebutkan produknya _______ _ 
0 Jasa, sebutkan jenis jasanya _________ _ 
0 Lain-Iain 

5. Pendapatan perusahaan Anda dan kaitannya denganjumlah produk,atau jasa yang dihasilkan: 
(pilih satu dari pilihan a--d) : 

Hampir semua pendapatan (misalnya 70% atau lebih) diperoleh dari 
a. 0 satu produk I jasa 

Kurang dari 70% pendapatan diperoleh dari satu produk I jasa, dan lainnya dari 
b. 0 produk I jasa yang berkaitan 
c. 0 produk I jasa yang tidak berkaitan 
d. 0 tidak tahu 

6. Tahap pertumbuhan perusahaan Anda beserta produk atau jasa yang dihasilkannnya: 
(pilih salah satu) : 

0 Tahap dewasa : yaitu produk atau jasa telah dikenal oleh sebagian besar calon pemakai/pembeli 
Teknologi dan lingkungan persaingan cukup stabil. 

0 Tahap pertumbuhan : yaitu pertumbuhan penjualan 10% atau lebih per tahun. 
Teknologi dan lingkungan persaingan masih terus berubah. 

l 
1 
l 

I 
j 
j 
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F. Faktor-faktor kunci keberhasilan perusahaan Anda : 

Sejauh mana perusahaan Anda kini menerapkan hal-hal berikut ini dalam usahanya agar berhasil ? 

Sama sekali Sedikit Cukup Banyak ' Sangat Tidak 
tidak ban yak tahu 

1. Merekbaru 2 3 4 5 ~ 
2. Efisiensi kegiatan operasi 1 2 ,3 4 5 6 
3. Budaya perusahaan yang unikl 2 3 4 5 6 
4. Pengembangan produk baru 2 3 4 5 6 
5. Iklan 2 3 4 5 6 
6. Dampak manajemen SDM sebagai sumber 

keunggulan kompetitif 2 3 4 5 6 
7. Harga yang bersaing 2 3 4 5 6 
8. Penciptaan metode dan tehnik 

pemasaran baru 1 2 3 4 5 6 
9. Menentukan tujuan kinerja yang tegas bagi: 

a. lndividu 2 3 4 5 6 
b. Kelompok/unit 2 3 4 5 6 
c. Perusahaan 2 3 4 5 6 

10. Suplai bahan-bahan mentah 2 3 4 5 6 
11. Layanan kepada pelanggan 1 2 3 4 5 6 
12. Falsafah manajemen perusahaan yang 

menilai tinggi karyawannya 2 3 4 5 6 
13. Penerapan tehnology -i 3 4 5 6 
14. Penekanan pada riset dan pengembangan 2 3 4 5 6 
15. Keunggulan kemampuan manajer 2 3 4 5 6 
16. Peningkatan yang berkesinambungan 2 3 4 5 6 
17. Keunggulan kemampuan karyawan 2 3 4 5 6 
18. Aliansi strategis atau bentuk kerja sama lain 2 3 4 5 6 

Sejauh manakah pemyataan berikut ini dapat dengan tepat menggambarkan tentang lingkungan bisnis yang 
dihadapi oleh perusahaan Anda ? 

Sangat Tak benar 
tidak Tidak danjuga Sangat 
benar benar tak salah Benar benar 

I. Persaingan pasar meningkat dengan drastis 1 2 3 4 5 
2. Kondisi lingkungan bisnis amat cepat berubah I 2 3 4 5 
3. Peraturan pemerintah sangat cepat berubah 2 3 4 5 
4. Tehnologi barang I jasa cukup kompleks 2 3 4 5 
5. Tenaga trampil di pasar tenaga kerja berlimpah 2 3 4 5 
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GAYA MANA.JEMEN 

Keterangan di bawah ini menggambarkan empat jenis manajer. Bacalah secara menyeluruh terlebih dahulu 
pernyataan berikut ini. 

Manajer 1: Biasanya mengambil keputusan dengan cepat dan m~ngkomunikasikannya kepada bawahan 
dengan jelas dan tegas. Dia mengharap bawahan melaksanakan kep1=_1tusan secara loyal dan 
tanpa menimbulkan kesulitan. 

Manajer 2: Biasanya mengambil keputusan dengan· cepat, namum sebelum melangkah lebih lanjut, dia 
mencoba menjelaskannya kepada bawahan, kemudian memberikan alasan dari. keputusan 
tersebut dan menjawab segala pertanyaan yang ada. 

Manajer 3: Biasanya sebelum mengambil Keputusan berkonsultasi dahulu kepada bawahan, mendengarkan 
usulan mereka, mempertimbangkannya kemudian baru menginformasikan kepritusan yang 
diambil. Dia mengharapkan semua bawahannya melaksanakan keputusan tersebut secara 
loyal baik itu sesuai dengan usulan mereka atau tidak. 

Manajer 4: Biasanya sebelum mengambil keputusan mengadakan rapat dengan bawahan, menjelaskan 
masalah, dan mengundang diskusi. Dia menerima pendapat mayoritas sebagai keputusan. 

1. Pilihlah salah satu saja yang menggambarkan jenis manajer yang paling Anda s·ukai sebagai atasan Anda. 

0 Manajer 1 0 Manajer2 0 Manajer3 

2. Manajer jenis mana yang paling mirip dengan atasan Anda sekarang ? 

0Manajer1 0 Manajer2 0 Manajer3 

3. Dalam lingkungan kerja Anda, sejauh mana bawahan sering takut mengungkapkan 
ketidaksetujuannya kepada atasan ? 

1 
Sangat 
sering 

2 
Sering 

3 
Kadang
kadang 

4 
Jarang 

0 Manajer4 

0 Manajer4 

5 
Takpernah 
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BAGIAN PERSONALIA I DEPARTEMEN SUMBER DAYA MANUSIA DI PERUSAHAAN ANDA 

Apakah perusahaan Anda memiliki secara terpisah Bagian Personalia atau kelompok Sumber Daya Manusia yang 
bertanggung jawab atas data personalia karyawan, program-program pelatihan, penggajian, pedoman penilaian 
prestasi kerja,' dll. untuk seluruh perusahaan ? 

0 Tidak' Bila 'TIDAK', siapa atau bagian apa saja yang bertanggung jawab atas kegiatan-kegiatan tersebut? 

0 Ya ' Bila 'YA', jawablah pertanyaan Adan B di bawah : 

A. Sebutkan nama departemen tersebut. (Misalnya: Bagian Personalia, Departemen SDM, Human Resources 
Development, Bagian Hubungan Industrial, dll) 
Nama: 

B. Sejauh mana pemyataan-pemyataan dibawah ini menggambarkan Bagian Personalia atau Bidang SDM 
secara keseluruhan pada perusahaan Anda ? 

Sangat Takbenar 
tidak Tidak danjuga Sangat Tidak 
benar benar tak salah Benar benar tahu 

I. Dipandang sebagai departemen/ bidang 
yang penting dalam perusahaan. 2 3 4 5 6 

2. Cenderung mencontoh praktek-praktek SDM 
(misalnya: penarikan calon tenaga, penggajian, 
dll.) yang dipakai oleh manajemen SDM pada : 
a. perusahaan dari industri sejenis. I 2 3 4 5 6 
b. perusahaan dari industri apa saja. 2 3 4 5 6 

3. Bekerja bersama dengan manajemen senior 
dalam masalah-masalah strategis pokok 
yang dihadapi oleh perusahaan. I 2 3 4 5 6 

4. Mengik~ti informasi tentang praktek 
manajemen SDM yang unggul di negara lain 2 3 4 5 6 

5. Dipandang sebagai departemen yang efektif. 2 3 4 5 6 
6. Bekerja bersama dengan manajer Iini dalam 

menangani masalah kepegawaian. 2 3 4 5 6 

KEPUASAN ANDA PADA PEKERJAAN I PERUSAHAAN 
Kepuasan Anda dengan faktor-faktor berikut ini di perusahaan Anda: 

Sama sekali Kurang Cukup Pu as Sang at 
tidak puas puas puas puas 

I. Pekerjaan I 2 3 4 5 
2 Supervisor 1 2 3 4 5 
3. Perusahaan 1 2 3 4 5 
4. Imbalan 2 3 4 5 
5. Kenaikan pangkat 2 3 4 5 
6. Keamanan kerja 2 3 4 5 

(Job Security) 
I 

~....,,. .. .,..,,,,,,.,. __ .,._........_ ___ ..;:.,,.., _______ ~_,__ _ ___,_ _______ ~..,.,....--......,,..._..-.,.,._ ____ ·~-n '----...--- -1' -r---~• ~ " 

-:~- "'~"-~~-:----:.._ .,, ... /;'. :- ::.-~~',:;_--_:::--;(~=~~-}· .. ~~;-:..:-:.:~7~~~~--===~--"- -: ~:::;:-_ ~~'-"'.:: .. ,.~.:~~-~Z~?>;:i;.::.::;~""'i':..-~~-.::.;.~¥"'--"'.:'"'~::t~:..~~--~~&~>.,_'l..,7_,,, __ ~1.'.'-.,,. .... ,!!,~«:t~ .. ~:-X"'"~:.,. ---~h .... ~ -~x,._ .. _.. 



Best lntern,;;1tional Human Resource Management Practices Survey 

KEGIATAN PENARIKAN CALON PEGAWAI (REKRUTMEN)_ 

Sejauh mana pemyataan di bawah ini menggambarkan praktek-praktek yang terjadi di perusahaan Anda. Untuk 
setiap v.ernyataan berilah dua tanggapan. 

Pertama, kolom berjudul 'Sekarang' di sebelah kiri menunjukkan sejauh mana pernyataan di bawah menggambarkan 
kegiatan Penarikan Calon Pegawai yang sekarang sedang dijalankan. 

Kedua, kolom berjudul Seharusnya' di sebelah kanan menunjukkan sejauh mana pernyataan di bawah menggambarkan 
Kegiatan Penarikan Calon Pegawai yang seharusnya dilakukan untuk meningkatkan efektifitas perusahaan. 

Pakailah skala berikut ini untuk pertanyaan di bawah: 
1 2 3 4 5 

Sama sekali Agak Cukup Ban yak Sangat 
tidak ban yak 

Keputusan penarikan calon pegawai dipengaruhi oleh: 
Sekaranr: Seharusn]:'.a 

1. Kemampuan seseorang untuk melakukan 
persyaratan tehnis pekerjaan. 1 2 3 4 5 2 3 4 5 

2. Wawancara 2 3 4 5 2 3 4 5 
3. Kemampuan seseorang untuk dapat menyesuaikan 

diri dengan karyawan lain yang telah bekerja di 
perusahaan tersebu,t 2 3 4 5 2 3 4 5 

4. Mempunyai koneksi (mis. sekolah, 
keluarga, teman, daerah, pemerintah, dll.) 1 2 3 4 5 1 2 3 4 5 

5. Keyakinan perusahaan bahwa seseorang akan lama 
bekerja di perusahaan (mis. 5 tahun atau lebih). 2 3 4 5 2 3 4 5 

6. Tes masuk di mana seseorang harus menunjukkan 
ketrampilannya. 2 3 4 5 2 3 4 5 

7. Bukti pengalaman kerja pada pekerjaan yang serupa. 2 3 4 5 I 2 3 4 5 
8. Potensi seseorang untuk dapat melakukan 

pekerjaan dengan baik, walaupun orang tersebut 
belum begit baik pada awal kerja. 1 2 3 4 5 2 3 4 5 

9. Kemampuan seseorang untuk menyesuaikan dengan 
cara kerja dan nilai-nilai yang dianut perusahaan. 1 2 3 4 5 1 2 3 4 5 

10. Pendapat calon teman sekerja tentang apakah 
seseorang dapat diterima atau tidak. 1 2 3 4 5 2 3 4 5 

11. Naik-turunnya pasar dan ekonomi jangka pendek 1 2 3 4 5 2 3 4 5 
12. Kemampuan memakai tenaga tidak tetap atau 

tenaga kontrak jangka pendek. 1 2 3 4 5 1 2 3 4 5 
13. Potensi seseorang untuk berkembang dan memiliki 

berbagai ketrampilan. 1 2 3 4 5 1 2 3 4 5 

Sejauh mana kegiatan penarikan calon pegawai telah efektif? Kegiatan penarikan calon pegawai : 
1. mendukung perusahaan memiliki 

karyawan yang berprestasi tinggi. 2 3 4 5 
2. mendukung perusahaan memiliki karyawan 

yang puas pada pekerjaan mereka. 1 2 3 4 5 
3. merliberi kontribusi positif bagi efektifitas 

organisasi secara keseluruhan. 2 3 4 5 
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KEGIATAN PELATIHAN DAN PENGEMBANGAN 

Sejauh mana pernyataan di bawah ini menggambarkan praktek-praktek yang terjadi di perusahaan Anda. Untuk 
setiap pernyataan berilah dua tanggapan. 

Pertama, kolom· berjudul 'Sekarang' di sebelah kiri menunjukkan sejauh mana pernyataan di bawah menggambarkan 
Kegiatan Pelatihan dan Pengembangan yang sekarang sedang dijalankan. 

Kedua, kolom berjudul 'Seharusnya' di sebelah kanan menunjukkan sejauh mana pernyataan di bawah menggambarkan 
Kegiatan Pelatihan dan Pengembangan yang seharusnya dilakukan untuk meningkatkan efektifitas perusahaan. 

Pakailah skala berikut ini untuk pertanyaan di bawah : 
1 2 3 4 5 

Samasekali Agak Cukup Ban yak Sangat 
tidak ban yak 

Kemungkinan tujuan Pelatihan dan Pengembangan: 
Sekarani: ~eharusnl'.a 

I. Memberikan penghargaan kepada pegawai. 1 2 3 4 5 1 2 3 4 5 
2. Meningkatkan kemampuan tehnis kerja. 2 3 4 5 2 3 4 5 
3. Meningkatkan kemampuan hubungan antar pribadi, 

misalnya hubungan dengan orang lain. 2 3 4 5 2 3 4 5 
4. Memperbaiki prestasi kerja yang sebelumnya 

kurang memuaskan 2 3 4 5 1 2 3 4 5 
5. Menyiapkan pegawai untuk tugas-tugas mendatang. 2 3 4 5 1 2 3 4 5 
6. Membangun kerja tim di dalam perusahaan. 2 3 4 5 1 2 3 4 5 
7. Memberikan pelatihan yang memadai pada 

awal kerja. 2 3 4 5 2 3 4 5 
8. Membantu karyawan mengerti bisnis perusahaan, 

misalnya pengetahuan tentang pesaing, 
tehnologi baru, dll. 2 3 4 5 2 3 4 5 

9. Membekali karyawan dengan ketrampilan yang 
diperlu~an untuk mengerjakan sejumlah pekerjaan, 
tidak hanya satu pekerjaan khusus. 2 3 4 5 1 2 3 4 5 

10. Mengajarkan kepada karyawan tentang 
cara kerja dan nilai-nilai perusahaan. 2 3 4 5 1 2 3 4 5 

11. Mengendorkan batas-batas lingkungan kerja, 
misalnya antar bagian atau departemen. 2- 3 4 5 1 2 3 4 5 

Sejauh mana praktek pelatihan dan pengembangan telah efektif ? 

Praktek pelatihan dan pengembangan 
I. mendukung perusahaan memiliki 

karyawan yang berprestasi tinggi. 2 3 4 5 
2. mendukung perusahaan memiliki karyawan 

yang puas dengan pekerjaan mereka. 2 3 4 5 
3. memberi kontribusi positif bagi efektifitas 

organisasi secara keseluruhan. 2 3 4 5 
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PENILAIAN PRESTASI KER.JA 

Apakah perusahaan anda menerapkan sistem Penilaian Prestasi Kerja secara resmi ? 
D Ya 0 Tidak. ~ Bila 'TIDAK' isilah kolom 'Seharusnya' saja. 

Sejauh mana pernyataan di bawah ini menggambarkan praktek-praktek yang terjadi di perusahaan Anda. Untuk 
setiap pernyataan berilah dua tanggapan. 

Pertama, kolom berjudul 'Sekarang' di sebelah kiri menunjukkan sejauh mana pffrnyataan di bawah menggambarkan 
Praktek-praktek Penilaian Prestasi Kerja yang sekarang sedang dijalankan. ' 

Kedua, kolom berjudul 'Seharusnya' di sebelah kanan menunjukkan sejauh mana pernyataan di bawah menggambarkan 
Praktek-praktek Penilaian Prestasi Kerja yang seharusnya dilakukan untuk meningkatkan efektifitas perusahaan. 

Pakailah skala berikut ini untuk pertanyaan di bawah : 
1 2 3 4 5 

Sama sekali Agak Cukup Ban yak Sangat 
tidak ban yak 

Kemungkinan tujuan Penilaian Prestasi Kerja: 

Sekaran2 Seharusnya 
1. Menentukan imbalan yang memadai. I 2 3 4 5 1 2 3 4 5 
2. Mencatat prestasi kerja bawahan. 2 3 4 5 2 3 4 5 
3. Merencanakan kegiatan pengembangan 

bagi bawahan (mis. pelatihan, tugas baru). 2 3' 4 5 2 3 4 5 
4. Untuk urusan penggajian. 1 2 3 4 5 2 3 4 5 
5. Mengenali keberhasilan bawahan. 2 - 3 4 5 2 3 4 5 
6. Merencanakan cara-cara tertentu untuk 

meningkatkan prestasi kerja bawahan. 2 3 ·4 5 1 2 3 4 5 
7. Mendiskusikan pendapat bawahan. 2 3 4 5 2 3 4 5 
8. Mengevaluasi pencapaian tujuan bawahan. 2 3 4 5 I 2 3 4 5 
9. Mengenali kekuatan dan kelemahan bawahan. 2 3 4 5 1 2 3 4 5 
10. Memberikan kesempatan bagi bawahan 

untuk mengungkapkan perasaan. 2 3 4 5 1 2 3 4 5 
11. Menentukan kemungkinan promosi bawahan. 2 3 4 5 2 3 4 5 
12. Memperoleh audit ketrampilan tiap pegawai. 2 3 4 5 2 3 4 5 
13. Mengidentifikasi kesempatan dan jalur karir. 2 3 4 5 2 3 4 5 
14. Mengidentifikasi skill yang dibutuhankan 

oleh perusahaan. 2 3 4 5 1 2 3 4 5 

Sejauh mana praktek penilaian prestasi kerja telah efektif ? 
Praktek penilaian prestasi kerja 
1. mendukung perusahaan memilil,<i 

karyawan yang berprestasi tinggi. 2 3 4 5 
2. mendukung perusahaan memiliki karyawan 

yang puas dengan pekerjaan mereka. 2 3 4 5 
3. memberikan kontribusi positif bagi efektifitas 

organisasi secara keseluruhan. 2 3 4 5 



Best International Human Resource Management Practices Survey 

-~-------.,,--~-

- ... . -~ . 



Best International Human Resource Management Practices Survey 

KESEHATAN- DAN KESELAMATAN KERJA 

Sejauh mana pernyataan di bawah ini menggambarkan kegiatan Kesehatan dan Keselamatan Kerja yang terjadi di 
perusahaan Anda. Untuk setiap pernyataan berilah dua tanggapan. 

Pertama, kolom berjudul 'Sekarang' di sebelah kiri menunjukkan sejauh mana pernyataan di bawah menggambarkan 
kegiatan Kesehatan dan Keselamatan Kerja yang sekarang se~ang dijalankan. 

Kedua, kolom berjudul 'Seharusnya' di sebelah kanan menunjukkan s
1
ejauh mana pernyataan di bawah 

menggambarkan praktek-praktek Kesehatan dan Keselamatan Kerja yang seharusnya dilakukan untuk meningkatkan 
efektifitas perusahaan. 

Palcailah skala berikut ini untuk pertanyaan di bawah : 
1 2 3 4 5 

Samasekali Agak Cukup Ban yak Sangat 
tidak ban yak 

Keamanan dan keselamatan kerja di perusahaan ini: 
Sekarani: Seharusnya 

1. Menduduki prioritas yang tinggi. 1 2 3 4 5 1 2 3 4 5 
2. Pengelolaannya merupakan masalah yang 

bersifat strategis. 2 3 4 5 2 3 4 5 
3. Program-program yang sedang berjalan cukup 

memadai dari segi biaya. 2 3 4 5 2 3 4 5 
4. Usaha di bidang keamanan & keselamatan kerja 

cukup proaktif. 2 3 4 5 2 3 4 5 
5. Tujuan keamanan & keselamatan kerja dimengerti 

oleh seluruh pekerja. 2 3 4 5 2 3 4 5 
6. Keamanan & keselamatan kerja secara aktif 

dipromosikan misalnya melalui program-program 
promosi kesehatan, pelatihan kesadaran 
keselamatan, dan bantuan kepada pekerja. 2 3 4 5 1 2 3 4 5 

7. Keselamatan pekerja adalah tanggung jawab utama 
masing-masing pekerja. 2 3 4 5 1 2 3 4 5 

8. Hambatan besar yang dihadapi dalam meningkatkan 
program-program keselamatan dan keamanan kerja 
adalah kurangnya dukungan manajemen puncak. 2 3 4 5 1 2 3 4 5 

9. Penyebab utama adanya program keselamatan kerja 
adalah karena memenuhi peraturan pemerintah. 2 3 4 5 1 2 3 4 5 

10. Inspeksi keamanan dan keselamatan di tempat 
kerja dilakukan secara teratur (mis. bulanan). 2 3 4 5 1 2 3 4 5 

Sejauh mana praktek-praktek keamanan dan keselamatan kerja telah efektif? 

Praktek-praktek keselamatan dan keamanan kerja : 
1. mendukung perusahaan memiliki 

karyawan yang berprestasi tinggi. 2 3 4 5 
2. mendukung perusahaan memiliki karyawan 

yang puas dengan pekerjaan mereka. 2 3 4 5 
3. memberikan kontribusi positif bagi efektifitas 

orgdnisasi secara keseluruhan. 2 3 4 5 
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KEPEMIMPINAN 

Sejauh mana pemyataan di bawah ini menggambarkan praktek-praktek yang terjadi di perusahaan Anda. Untuk 
setiap pemyataan berilah dua tanggapan. 

Pertama, kolom berjudul 'Sekarang' di sebelah kiri menunjukkan sejauh mana pemyataan di bawah menggambarkan 
Praktek-praktek Kepemimpinan yang sekarang sedang dijalankan. 

Kedua, kolom berjudul 'Seharusnya' di sebelah kanan menunjukkan sejauh mana pernyataan di bawah 
menggambarkan Praktek-praktek Kepemimpinan yang seharusnya dilakukan untuk meningkatkan efektifitas 
perusahaan . 

. Pakailah skala berikut ini untuk pertanyaan di bawah : 
I 2 3 4 5 

Sama sekali Agak Cukup Banyak Sangat 
tidak ban yak 

ATASAN LANGSUNG SAYA: 
Sekarang Seharusnl'.a 

1. Menduduki prioritas yang tinggi. I 2 3 4 5 I 2 3 4 5 
1. Menentukan tujuan spesifik yang harus saya 

capai. 2 3 4 5 1 2 3 4 5 
2. Menekankan standar kerja yang tinggi. 2 3 4 5 1 2 3 4 5 
3. Menekankan pentingnya tujuan kerja. 2 3 4 5 1 2 3 4 5 
4. Ramah dan mudah didekati. 2 3 4 5 1 2 3 4 5 
5. Berusaha mengenali dan memberi 

penghargaan pada prestasi kerja yang baik. 2 3 4 5 1 2 3 4 5 
6. Bersedia mendengarkan masalah saya. 2 3 4 5 2 3 4 5 
7. Menghargai saya. 2 3 4 5 2 3 4 5 
8. Mengecek segala sesuatu; tidak mudah percaya 

pada pertimbangan individu. 2 3 4 5 2 3 4 5 
9. Usul-usul kepada pimpinan puncak 

mendapat penilaian yang cukup adil. 2 3 4 5 1 2 3 4 5 
10. Mendorong berkembangnya kelompok-kelompok 

kerja yang semi otonom. 2 3 4 5 2 3 4 5 
11. Memberikan pengawasan yang minimal saja. 2 3 4 5 1 2 3 4 5 

Sejauh mana praktek-praktek kepemimpinan telah efektif? 

Praktek-praktek kepemimpinan 
I. mendukung perusahaan memiliki 

karyawan yang berprestasi tinggi. 2 3 4 5 
2. mendukung perusahaan memiliki karyawan 

yang puas dengan pekerjaan mereka. 2 3 4 5 
3. memberikan kontribusi positif bagi efektifitas 

organisasi secara keseluruhan. 1 2 3 4 5 



Best International Human Resource Management Practices Survey 

KOMUNIKASI 

Sejauh mana pemyataan di bawah ini menggambarkan praktek- praktek yang terjadi di perusllh:rnn Antfa T Trit •k 
setiap pemyataan berilah dua tanggapan. 

Pertama, kolom berjudul 'Sekarang' di sebelah kiri menunjukkan sejauh mana pemyataan di bawah menggambarkan 
Praktek-praktek Komunikasi yang sekarang sedang dijalankan. 

Kedua, kolom berjudul 'Seharusnya' di sebelah kanan menunjukkan sejauh mana pernyataan di bawah 
menggambarkan Praktek- praktek Komunikasi yang seharusnya dilakukan untuk meningkatkan efektifitas 
perusahaan. 

Pakailah skala berikut ini : 
1 2 3 4 5 

Sama sekali Agak Cukup Ban yak Sangat 
tidak ban yak 

Sekaran& Seharusnya 

I. Komunikasi informal lebih berhasil dari pada 
komunikasi formal. 2 3 4 5 2 3 4 5 

2. Atasan langsung saya menunjukkan penghargaannya 
atas hasil pekerjaan saya . . 2 3 4 5 2 3 4 5 

3. Atasan langsung saya mempercayai saya. 2 3 4 5 2 3 4 5 
4. Terlalu banyak orang yang dimintai 

pendapat sebelum sesuatu dikerjakan. 2 3 4 5 2 3 4 5 
5. Atasan langsung saya sering meminta pendapat atau 

usulan dari saya. 2 3 4 5 2 3 4 5 
6. Atasan langsung saya sering memberi informasi, 

usulan, atau umpan balik kepada saya. 2 3 4 5 2 3 4 5 
7. Tujuan-tujuan dikomunikasikan dan 

dimengerti dengan jelas. 2 3 4 5 2 3 4 5 
8. Saya seharusnya diijinkankan mengambil 

keputusan yang sekarang masih dilakukan oleh 
tingkat yang lebih tinggi. 2 3 4 5 2 3 4 5 

9. Komunikasi antar departement cukup baik. 2 3 4 5 2 3 4 5 
10. Manajemen partisipatif. 2 3 4 5 2 3 4 5 
11. Instruksi atau tugas dikomunikasikan kepada kelompok 

kerja yang kemudian menentukan cara pemecahan yang 
terbaik, melaksanakan dan melaporkan hasilnya. I 2 3 4 5 2 3 4 5 

Sejauh mana praktek-praktek komunikasi telah efektif ? 

Praktek-praktek kepemimpinan 
I. mendukung perusahaan memiliki 

karyawan yang berprestasi tinggi . 2 3 4 5 
2. mendukung perusahaan memiliki karyawan 

yang puas dengan pekerjaan mereka. 2 3 4 5 
3. memberikan kontribusi positif bagi efektifitas 

organisasi secara keseluruhan. 2 3 4 5 
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PENILAIAN KESELURUHAN 

Sejauh mana pemyataan berikut ini menggambarkan perusahaan Anda ? 

Sangat Tak benar 
Perusahaan saya : tidak Tidak danjuga Sangat 

benar benar tak salah Benar benar 

I. Memproduksi barang/jasa yang bermutu tinggi 2 3 4 5 
2. Bermasa depan yang menjanjikan 2 3 4 5 
3.· Mengelola karyawannya dengan baik 2 3 4 5 
4. Cukup fleksibel untuk berubah bila diperlukan 2 3 4 5 
5. Memiliki manusia-manusia yang bermutu tinggi 2 3 4 5 
6. Memiliki kultur perusahaan yang kuat dan terpadu 2 3 4 5 
7. Secara keseluruhan efektif 2 3 4 5 
8. Memiliki karyawan yang puas pada pekerjaannya 2 3 4 5 
9. Memiliki karyawan yang produktif 2 3 4 5 
10. Dipandang sebagai pemimpin dalam industrinya. 2 3 4 5 

CATATAN TAMBAHAN 

Bila ada informasi tambahan tentang hal-hal atau masalah-masalah yang berkenaan dengan praktek-praktek 
manajemen SDM di perusahaan Anda, mohon dituliskan di bawah ini. Misalnya tentang perubahan praktek
praktek manajemen SDM yang Anda inginkan, atau hal-hal lain. 
Gunakan kertas tambahan bila perlu. 

Terima kasih atas kerjasama Anda. 

INDONESIA 

Project Co-ordinator : 
Wahyu Supraptiningsih Sutiyono, MBA 

INDONESIA : JI. Kenanga 61, Kompleks Kodam, Kebon Jeruk, Jakarta Baral 11530 
AUSTRALIA: Department of Management, University of Tasmania, P.O. Box 1214, Launceston, TASMANIA 7250, AUSTRALIA 

USA :Department of Management and International Business, Florida International University. 
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List of Information Contacts for the Research 

General Inquiry and Network Building for the Research 

Visits to libraries with substantial holding on Indonesia: 
The Monash University library hold a substantial collection of Indonesian 

documents and publications. 
Institute of Social Sciences in Indonesia ( Lembaga Ilmu Pengetahuan dan 

Sosial Indonesia, LIPI) 

Management Schools in Indonesia and their Libraries : 
Indonesian Institute for Management Development 

(Institut Pengembangan Manajemen Indonesia, IPMI), Jakarta 
Prasetya Mulya Management School 

(Lembaga Pendidikan Prasetya Mulya, LPPM), Jakarta. 
Institute for Management Education and Development 

(Institute Pendidikan dan Pengembangan Manajemen, IPPM), Jakarta. 
Graduate Studies in Management, Gajah Mada University, 

(Program Magister Manajemen), Y ogyakarta 
Master of Management Program, Graduate Studies in Management, University of 

Indonesia, Jakarta. 

Organisational Bodies and memberships: 
. APEC-HURDIT (Asia Pacific Economic Cooperation - Human Resource 

Development in Information Technology), Australia. 
Australia Indonesia Business Council (AIBC), Australia. 
Indonesia Australia Business Council (IABC), Jakarta. 
Australian Human Resources Institute (AHRI), Australia 
Human Resource Management Association in Indonesian 

(Asosiasi Manajemen Sumber Daya Manusia, AMSM), Jakarta. 

Meetings, seminars and conferences: 
APEC-HURDIT Meeting, Sydney, Australia 

. Conference on Labour in Indonesia , Canberra, Australia 

. Winter seminar session of Australia Indonesia Association (AIA) on workers in 
Indonesia, Melbourne, Australia 
. Seminars in the Centre of South East Asian Studies, Melbourne, Australia 
. International Conference on International Human Resource Management, Gold 
Coast, Australia 
. Seminar and Workshop on Human Resource Management in Indonesia, Public 
Sector Management Institute, Monash University, Melbourne, Australia. 

,, 



Experts and informants consulted : 
. academics who have authored publications relevant to the thesis topic 
. academics and executives of management schools in Indonesia to learn about the 
development of the teaching of HRM field and about the school in relations to 
effort of management development by enterprises . 
. consultants of HRM practices in Indonesia 
. researchers in HRM field 

The names of experts and contacts consulted: 

Dr Ross McLeod, Research Schools of Asia Pacific Studies, Australian National 
University, Canberra, Australia. 

Dr Robert Rice, Lecturer and Consultant, Monash University, Melbourne, Australia. 

Endang Sulistyaningsih, Ministry of Manpower, Republic of Indonesia, Jakarta. 

Dr Payaman Simandjuntak, Ministry of Manpower, Republic of Indonesia, Jakarta. 

Dr Hani Handoko, Lecturer in HRM field, Master of Management - Gajah Mada 
University, Yogyakarta, Indonesia. 

Juliati T. Gunadi, Lecturer in HRM field, Prasetiya Mulya Management Development, 
Jakarta. 

Dr AchimBayerl, Chief Researcher, Indonesian Way of Managing, Indonesia and 
West Germany. 

Dr Rainer Rohdewohld, Bonn, Germany 

Dr Wahyudi Prakosa, Director of Master of Management Program, University of 
Indonesia, Jakarta 

Prof Budi Pararnita, Researcher and Management Consultant, University of Indonesia, 
Jakarta 

Dr Antarikso, Director of The Indonesian Institute for Management Development, 
Jakarta. 

Ahmad D. Habir PhD., Director of Research, The Indonesian Institute for 
Management Development, Jakarta. 

Susanto Darmodjo PhD., Founder member of Association of HRM of Indonesia, 
Jakarta 

AS Ruky, President of Association ofHRM of Indonesia, Jakarta 

Bambang Wibisono SE, Chairman of Research, Association of HRM in Indonesia, 
J~arta. 
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List of Interview Questions for the Case Studies 

(Name of enterprise) 

Interviewee - Name 
Position 

Place of interview 

Day, date, time 

Interview questions 

1. Questions to all interviewees : 

Your job 

To whom (name and position) do you report ? 

Where is your position in the organisational chart (organisation chart and 

department chart) ? 

What kind of forms and documents do you use in your job ? 

What challenges do you face in your job ? 

What kind of changes have you experienced since you have been in this 

position? 

Are there any plans for improvements in the future that will affect your job, 

section and HR Department ? 

Your Career 

Tell me your career history since you joined this enterprise ? 

How long have you been in this position ? 

What career path have you followed to get to this position ? 

What is your future career path ? 

Your aspiration about 

Your position 

Your aspiration about your section 

HR department 

Your enterprise in the current business environment 

1 



2. Additional questions to 

HRM managers: 

What do you think of the HR. activities (e.g. recruitment, training and 

development, and compensation) 

What do you thinks of the HR. activities in general in terms of the policy and 

practices? 

What do you think are the concern of most employees about the HR. activities? 

To whom do you provide your service ? 

With whom is your job interlinked? 

Line managers: 

What HR. activities do you perform ? 

What kind of service do you get from the HR department ? 

What do you think of the HR. activities (e.g. recruitment, training and 

development, and compensation) carried out in your section or department ? 

What are your concerns regarding the HR. activities in your enterprise ? 

What do you think are the ways in which HR. activities can be improved? 

What kind of improvement in HRM do you wish to see happen and why ? 

2 
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GRATIS GRATIS GRATIS 

GRATIS: Kuesioner yang kembali akan diundi untuk memenangkan hadiah : 

3 buah buku 

3 buah buku 

5@ l tahun 
(3 issues) 

Human Resource Management in Australia 
by Schuler, Dowling, Smart and Huber, third edition, 
Harper Educational (Australia), 1994, 522 pages. 

International Dimension of Human Resource Management 
by Dowling, Schuler and Welch, second edition, 
Wadsworth Publishing Company, 1994, 267 pages. 

Asia Pacific Journal of Human Resources 
Published by Australian Human Resources Institute. 

Urutan prioritas 

Sebagai ungkapan rasa terima kasih, kami menyediakan dalam jumlah terbatas buku dan satu tahun 
(3 issues) berlangganan jumal intemasional kepada Anda yang mengembalikan kuesioner. Karena 
dalam jumlah yang terbatas, buku dan jumal tersebut akan diundi dan tiap pemenang akan mendapat 
satu item. Proses undian akan disaksikan oleh Dekan Dept. of Management, University of Tasma
nia, Australia. 

Silakan mengisi pilihan item yang Anda minati dengan membubuhkan nomor urutan prioritas l, 2 
dan 3 di tempat yang disediakan di sebelah kanan di atas dan tuliskanlah alamat Anda di bawah ini. 

Nama: 

Alamat:: 

KIRIMKAN KEMBALI SLIP INI BERSAMA KUESIONER 

~·············································································································································································· 

PETUNJUK PENGISIAN KUESIONER 
_ Pengisian membutuhkan waktu kira-kira 20-30 menit. 

Semua jawaban akan dijaga kerahasiannya. Jawaban anda tidak akan diketahui oleh siapapun termasuk oleh 
perusahaan Anda. 

PENGEMBALIAN KUESIONER 
_ Gunakan amplop berperangko dan beralamat terlampir untuk mengembalikan kuesioner yang telah Anda isi. 

Akanlah sangat membantu bila kuesioner yang telah diisi dapat dikembalikan secepatnya. 
_ Terima kasih atas kerja sama yang diberikan. 

Wahyu Supraptiningsih Sutiyono. MBA 

Alamat untuk keperluan survey : 
Indonesia : JI. Kenanga 61, Kompleks Kodam, Kebon Jeruk, Jakarta Barat 11530. 
Australia • Dept. of Management, University of Tasmania, 

PO Box 1214, Launceston, Tasmania 7250. Australia. 
Phone: (61.03) 24 3569 Fax: (61.03) 24 3369 

USA Department of Management and International Business, Florida International University. 
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SCL Staff NHM.User:USER:WSUTIYON:Q.S.R. NUD•IST:NUD•IST f :SAMPLES:NOSMOKE:sta~ST~D 

Q.S.R. NUD.IST Power version, revision 3.0.5. 
Licensee: Corrunerce and Law. 

PROJECT: ASTRA, User Wahyu Sutiyono, 3:49 pm, May 31, 1997. 

(1) 
(1 1) 
(1 2) . 
(1 3) 
(1 4) 
(1 4 1) 
(1 4 2) 
(1 4 3) 
(1 4 4) 
(2) 
(2 1) 
(2 2) 
(2 3) 
(2 3 3) 
(2 4) 
(3) 
(3 1) 
(3 2) 
(3 3) 
(3 3 1) 
(3 3 2) 
(3 3 3) 
(3 4) 
(4) 
(4 1) 
( 4 2) 
( 4 2 1) 
(4 2 2) 
(4 2 3) 
(4 2 4) 
(4 2 5) 
(4 3) 
(5) 
(5 1) 
(5 2) 
(5 2 1) 
(5 2 2) 
(5 2 3) 
(5 3) 
(6) 
(6 1) 
(6 2) 
(6 3) 
(6 3 2) 
(6 3 3) 
(7) 
(8) 

/Environment 
/Environment/External Environment 
/Environment/Internal 
/Environment/Legal 
/Environment/Employee Relations 
/Environment/Employee Relations/OHS 
/Environment/Employee Relations/E Wellness Program 
/Environment/Employee Relations/Discipline 
/Environment/Employee Relations/Family Friendly Policies 
/Work Outcomes 
/Work Outcomes/Job Structure 
/Work Outcomes/Job Analysis 
/Work Outcomes/Performance Management 
/Work Outcomes/Performance Management/Sources of P Info 
/Work Outcomes/Work Attitude 
/Acquiring HR 
/Acquiring HR/HR Planning 
/Acquiring HR/Job Choice 
/Acquiring BR/Recruitment 
/Acquiring BR/Recruitment/Policies 
/Acquiring BR/Recruitment/Sources 
/Acquiring BR/Recruitment/Recruiters 
/Acquiring BR/Selection and Placement 
/Developing HR 
/Developing BR/Training 
/Developing HR/Empl Development 
/Developing HR/Empl Development/Formal education 
/Developing HR/Empl Development/Assessment 
/Developing HR/Empl Development/Job Experience 
/Developing HR/Empl Development/Interpersonal Rel'ship 
/Developing HR/Empl Development/Succession planning /Tracking 
/Developing BR/Career Management 
/Compensating HR 
/Compensating HR/Pay Structure 
/Compensating BR/Individual Contribution 
/Compensating BR/Individual Contribution/Program - Merit, etc 
/Compensating BR/Individual Contribution/Mgrial&Executive Pay 
/Compensating BR/Individual Contribution/Strategy & Pay 
/Compensating BR/Benefits 
/Special Topics 
/Special Topics/Employee Organisation 
/Special Topics/HRIS 
/Special Topics/BR Department 
/Special Topics/BR Department/Policies 
/Special Topics/BR Department/Line Managers 
/Line Manager 
/HR Dept 


