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supgests “accesd 0 FeseUTCes” as a vital factor & well. In this paper, we analyse the
delenminants o e bacation chuice of Japanese Industry Ewvestment in Fast Asia, with
pariicuiar atiention to the most appropriate method for examining the effocts of
market @ mpplier access, Furthermare, we investigate agglomeration offocts in the
locatson maded, This paper = organired inbo five sections. The serond section provides
a reviess of the literature on location choice, In the thicd seclion, wo dSouss the
erpmriial model ard details of potential determinants of locatson chisice mCast A,
W present the empirical results of the conditionasl logit madel in the fourth sedlion
and the fiith soction summarizes the conclusions of the stuwdy.

PAR-1E: Macrocconomic Folicies, Global Crisis and Becovery - Session 2

Time: Tuesday, 02/ Al2093: 4:00pm - &:00pm Locarkan: Room B; Savey 5

A Reconsideration of Import Sulstitution Industrialization in indonesia

Adhirtya Wardhono, M. ADd Hasir, Muntat Bl Muflilie Fain, Ciplis Gema Qorian,
Yulia Indrawati

Faculty of Ecovinnics - Jesnber Lineacrsity, Indonesia,

Irdpaiesia; ahoulrasc L SREMEIL e, elruniadizamadl com

Tive policles of import submlibution industrialization ivplemented by many devrioping
viumbries are chasacterized fpr three major features; thak &, 1t 15 capital intensie
which makes ils rale in emplayment sbeorption very mmimal, the comgosition of
production i the Smpori-sulntilution indistraltzation  program contains 2 ot of
fuoomaus g00ds production for the consumnpdion of high income people, i which the
production value compared o the production value of soods reeded by many people is
not proporcanad e e number of high-incoene cilizens, and impeet substibution
incustrialtmation program i highly dependent on foreden inputs. Untd now, the
prgblenns of simployment opportumities for wark forces that grow innum@er ane the
major chatlenges of development. The falture of import substution industrialization
in cxpanding employment opportunitics, among others, comes from the structueal
weaknesses and manpuwer market distortion.

This paper was aimed 2t detenmining bow much the mflucnce of the fmport
subistitution industrialization for manpower absarpdion in Indonesia and identifying the
branches of industry that keave a retatively Targe potontial in manpower alsorplion
which is then used as the basls for policy advising. o direct the ressarch were some
Fypatheses arranped and the examinafion wed data sample af laree, mediun and
sonell inchesly ies as well as the amount of employment absorptan in 1970 uatil 2011,

Using guantitative method of Generalized Method of Moment by Yariable nstrumens
of Ruplah excharmge rate sginst U,%. dollar ard the consumer price indey, 1t could be
seen that o the period of 1970 o 1980 there had been ne fundamental structurl
Changes in the induslrial sector because of a large number of empleyment absonplion.
Huswever, in Lhe years of 1980 . 20005, Lthere had boen structural chanpes i impart
substitution industrics from labor-inlensive to capital-intensive, o Lhe number of -
unemplayment incregsed W Indonesiz. in addition, by desaiplive analysis it could be
bnwan Lhat the svitable ndustries Lo implement import suBstitution ndustries were
food and textile industries. Meanshile, the electronics industry had not been able to
b implemented because the tevel of conmimer trust in the oulcome af the domestic
Irdiusiry was sUll Tow.
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