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ABSTRACT. Th,: rt.sec ches conduct lo 4,(sc.$ /hc rclLrtionship helxeen pntfile o/
respondcfils and economic resourccs, socio ccttttontic t ontributiotts und obsen'ed negulitc
conseqltencas of Batunt TLZ. lt aims to determina thc plic.t guidelines fiu'ther to enllance
t)f it:i .\t)ritt-ctt) aDtia Ji\\'L,l.|,tL nl.

Factor analysis vas done ort rclevaut dcttu drt.l on quastiotnairc items in tcrms of
distribution of responclents b1 /ietluenct', cn)t! tdbulutiotl. ,tnaltsis of turiahla'.\
rclutionship urtd it crpralation oJ dotu b) using Pedrson :i Chi-squure tcst. Ohtuinad |aluc.\
xcre tcsted ugainst signi/icant lettl of 0.05
Ke.t'wonls: Sijori, Contpetititc aclvantugcs. Socio acononic dctclopment, clu.\lcr, PieNon .\

C lti-stluare, qnd Correlation te .\t

INTRODUCTION

The best simplc characterization of thc international cconomic system is the world

liberal (Pomfret: 1997). Starting in the 1980, Salvatore (1998: 3'17-348) and Mikic ()988:

413) stated tlrat many developing nations that had earlier followed an impon substitution

industrialization (lSl) strateg) began to liberalize trade and adopted an outward orientation.

The establishrnent ofBatam Trade Liberalization Zone (Rorrero: 1997) has Lrsuallv

significant benefits in attract foreign direct ir'rvestment. increasing export value and volurne.

foreign exchange earnings. and employment generation. There is also the expectation that

the production technologies and organizational knorv-hou introduced by foreign investors

would contribute to the upgrading of r,'orkers' skills. ln addition. lhe tlpe of industries,

,'vhich $ere attracted to Batam Tl-2. $as labor-intensive in nature. Finall,v-. it rroLrld lrave a

de[]onstration effect on indigenoLrs firnrs and thal the lostering of linkages betrveen foreign

and local enterprises *ould facilitate positive technological spillovers.

Today, the gro\th triangle scheme. the geographic manifestation of export-led

ind ustrialization. seems. to live up to this promise in Batarn. In Batam. the Rp 6l .03 trillion

(approximatel) US$ 6.77 billion) non-oil and gas expon ralue in 2000 \\hich contributed

more than 14 percent of Indonesian exports \vas more than nine times greater than the Rp

7.08 trillion (approxirnately US$ 0.8 billion) Gross Dornestic Regional Product (CRDP) of

the island. ln addition. the freight-on-board export value has grown from US$ 3.32 billion

in 1996 to more than USS 5 billion in 2000. shorringa solid exponential annual average
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growth rate of20.07 percent. '[he grorrrh rate is even hiqher iltisitors'spending in Batanl

is taken into account. rielJin{ total tbreign exchange re\enLle \\as n'lore than US$ 7 billion

in 2000. Indeed. Batarr'r lell th!' rcst of Indonesia in pirrsLring trale liberalization (BIDA:

?000).

Despite the econonric crisis in Asia Paciilc. Batarr has managed to obtain

additional ne* loreign in\cstlnent. The relative sizc of fbreign direct investment with

respect to lotal in\eslment. i5.18 percent. is tnuch greatcr than the approxitnatel) l2

percent in Indonesia as a rrhole. During 2000. tjSS 186 million rras inrested. an increase

of2l percent orer 1999. \\'ith Ihis amount. the accumulatire lotal lbreign in\estment in

Batarn has reached USS 2.818 million.

Based on Presidential decrees No.7.1. l97l and No. ll. 1980. Batatn Industrial

Development Authorit) (BlDr\) had been determined as bonded zone since 1971.

r\ccording 1o Isnreth AbdLrllah (BIDA: l00l). Balam Island in its derelopment has

technicalll beconre and has iunctioned as a trade liberalizalion zone. High e)ipon gro\\th

rares had becn cited as the main reason for the island's high-income growth. With a grouth

rate of more than 25 percent per rear (i.e. at least in the last fire )ears). Batam no$ boasts

ofhighest incorne per capita in lndonesia,

THE ORETICAL FRA}IE\\'ORK

Theoretical framerrork is adopted frort Poner's tnodel tlreorr of cotnpetitive

advantages Poner ( 1995) stated ilrat competitive adrantage inrolres cornpanl srrength

and rreakness. industrl'opportunit\ and threats. personal ralue ol the ke1 tnanagers. and

broader societal expectations in tenns ofgovernrtent policr. social concerns. and evolving

mores. Cornpetitire advantage aims to establish a protltable and sustainable position

against the tbrces.

Furthermore. he identified the Ihree fundamental approaches in tuo dimensions of

strateg) target and strategl adrantage. these are: cost leadership. ditferentiation. and foctts.

Cost leadership is oflering cLrstomers a lorr price than cornpeiitors. Differentiate is a

strateg) lhat inrolves otfering a product rvhich is different tiorn other cornpetitors. This

strategy' is support b) investment in innovation. speciallr research. producl developrnent.

and good comrrunication prograrn. Focus is a strareg) that \\orks througlr concentrating tlre

firrns' effons on the interest of narrorr group of customers.
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THE CONCEPTUAL FRAMEWORK

The conccptual framervork is adopted based on theoretical 01' cornpetitive

adYanrages of Poner's model. In this concept (Banlelt: 2000). arrributes sLrch as faclor

conditions, dernand conditions. related and supporting industrics, and finr strategies and

structures rn the play'ing field that nations like lndonesia establishes and operates for its

indLrstrics are considered. John Kar.(Wickharn: 200)) rnentions tl.re sources ofcornpetitive

advantages tiom costs. knou ledge, relationships. and structural.

The linkage process shorvn in Figure I oLrtlines the substantive concerns of the

studr. uhich is the relationship betrreen trade liberalization zone tlrat embraces economic

resources, its socio-economic contribution, observed negative consequences. and the policy.

recomrnendation to enhance socio-economic developrrent of Batarn Island, lndonesia.

l'lrere are three blocks in Figure 2,,,rhich are a) INpUT: b) PROCESS: and c)

OUTPUT. The INPUT block includes selected prolile ofrespondents; economic rcsources:

socio-economic contribution: and observed negative consequences. The key objective ofthe

OUTPUT rvill be the polio recontmendation to enhance socio-economic developrnenr of
Batam.

TREATMENT OF RESEARCH AND DATA

The data rvere analyzed \.ith multivariate or Chi-square statistical techniques. The

regression analvsis and correlations rvere also ernployed as required by the framervork of
the study. The frarne*ork calls for the simultaneous analysis of the main effects of the

selected profile of residents on the economic resoLrrces. socio-econornic contribution and

other consequence of the Batarr TLZ.

Formulas Emplo.ved

l. Percentage

n

%-----x 100

N
oZ = Per cent occurrence

n = the number of occurrence

N = Total nurnber of population

Forrn u la:

Where:
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-Ihis rras applied to shorr the frequen$.

their breakdorr n in terms of the prolile variables,

2. \\'eighted IIe{n

l_orrnula: X=lrrl,N

distribution of the respondents. revealing

U'here: X = rreighted mean

I = Surnrnation of
rr = u eight
f = tiequencl,
N = total number of respondents

1-his $as applied to describe the respondents'assessment of the trade liberalization

zone in terrns of economic resources. socio-economic contribution and other consequences,

3. Standa rd Der iation

:(x_x),
Forrnula: SD

N-l
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Where: X = lndividual observation
X = Weighted mean
N = Toral number of respondents

This staristical tool was an aid to find out tl.te spread data values of variables such

as profile of respondents. economic resources, socio-economic contribution, and negative

consequences.

4, Pearson's Chi-Squa re

The computer softrvare program developed for analysis and the hypothesis testing

known as Statistical Package for the Social Science (SPSS) was ernployed.

This study utilize frequency table ro analyze the results. The examination of tlre

various rorvs and column in a cross tabulation is a useful first step in studving the

relationship between variables without tesling ofthe relationship. For this reason. this study

used a special analvtical technique called the Pearson's Chi-square test of independence to

test the hypothesis that variables are dependent or independent to each other and to gain

additional insighr. To funher validate the analvsis tiorn the Chi-square test. rhis study Lrsed

a correlation test called "Pearson's Correlation' to analyze and to reach the conclusions

about the significance level of relationship between two variables. Formula Chi-square test

on independent variables is as follows:

Formula:

Where:

(o - E)'
vr =Il r ----------tL a-\ t

E

X'?= Statistics value bases on Chi-square
O = Observation count
E : Expected count

The correlation between two variables can be computed using the equation (Paler

and Calmorin: 1995):

N (Ixy) - (Ex) (Iv)

{N (:*1 - (Ix) , x !n (Iy1 - (Iy) ,
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Where: Ix = sum of test x

IY = sum oftest I
f11 = surn of the product of x and r
Ixt = sum ofsquared x score

I)' = .u, of squared y score

r = coeffic ient ofcorrelation
n = total population

6. Tabular Data

In this srudy'the rarious statistical analyses to be rnade rvill produce the following

rninimum tabular data:

a. Unit ofanalysis \\here tesr ofhypothesis *as made, the rndividuals were the unil

of anallsis. Civen this unit of analvsis. grear care 
"vas 

exened against the

occurrence of serious problem of ecological fallacy.

b. Level of significance. for any test of hypothesis conducred, the 5% or 0,05 level

of significance uas used.

SYNTHESES

The research stud)'on literature dealing with trade liberalizarion zone presented the

nrethodologl and findings or results. which focused on aspecrs. involved in lhe socio

economic irnpacts. Taking inro consideration the various research u,orks ofthese authors

and the variables required to comprehend the impact of trade liberalization zone, the policy

gLrideline tbr Batam Trade Liberalization Zone becomes imperative.

The presenr study highlighted rhe extenr ofthe irnplementarion ofthe BIDA in rhe

fast developing industrial trade zone and hopes to capture the essence ofthese variables in

relation to the practical policy required by investors and society desiring to enhance the

socio economic development of Batam.

PRESENTATION, ANALYSIS, AND INTERPRETATION OF DATA

L Demogruphic ProJile of Respondenls

l. Age

The mean age of the respondents is 26.72, which is under 26 - 35 age group, and

standard deviation is 7.212. The youngest and the oldest are l8 and 55 years old.

respectivel\'. The mean connotes that the worker-respondent is in the prime age. lf rnidtife

is benleen 36 and .l0 \ears. Ihis rneans that the average respondent is lower then middle
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age. Majority of the respondents (51,0%) or 199 were in rhe ranges of 20 - 25 y,ears

followed by respondents who were in the ranges of 26 - 3 5 years or (3 I .00/o).

2. Gender

The profile in terrns of gender srated that rnajority of the respondents (62.3%o) are

females while 17.7 percent are males. These findings support the generalization that trade

liberalization zone workers are lypically females (BIDA: 2001). But, this also connotes that

there is a growing number of males who are engaged in rranufacturing activities.

3. Marital Status

As to marital status. 245 or 62.8 percent of the resident-respondents were single at

the time this study was done while 145 or 37.2 percent were married. These findings

indicate that trade liberalization zone workers are typically unrnarried. But this also

connotes that there is a growing number of respondents with married status.

,1. Nature of Residence

About 51,8 percent or 202 ofthe respondents are permanent residents in the Batam

area. while 48.2 percent or 188 are temporary. Data on tlre nature ofresidence showed that

23.1 percent respondents lived in their own house, 36.7 percent were renting a place rvith

either co-worker of a farnily and the remaining )7.7 percent shared with relatives. rvhile

those who Iived in the company housing and dormitory constitute 22.5 percent of the

respondents.

5. EducationalAttainment

Only 17.7 percent or 69 of the respondents were universitv degree holders. while

93 or 23.8 percent entered academies (diploma level), the vocational (equivalent to high

school) 6.7 percent or 26 and the others as majority of respondents had reached high school

(s 1.8%).

6. Occupation

Majority of respondents were employed in foreign companies (165 or 42.3o/o).

This is followed by respondents who are employed in local cornpanies (l l3 or 29.0%). The

remaining respondents are employed in government (54 or 13.8%); entrepreneurs (29 or

7.40lo); professional (25 or 6.4o/o): and taxi drivers (4 or 1.0%).
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7. Monthll'lnconre

The distribution of tlre respondents in terms of regular rnonthlv income only 9

(2..1%) olthe respondents are receiving rnonthly income of Rp l0 rnillion and above. Two

hundred fift; nine (66..17ir) of respondents have monthly income that fall within the range of

Rp 1.0 to l. 5 rnillion. The lo\\est monthly income is Rp 570 thousand and rhe highest is

Rp 25 nrrllion. The rreighted mean of respondents' income is Rp 2,486.782. The mean

indicates that a bigger nurnber of respondents lrave lou incorre.

ll, BIDA Ecotromic Resources and Lotes

L I-orcign and Local lnrestrnent

Table I presents the Ieiel of investment of fullv operational trade liberalization

zone of Batam tBTLZ). Riau proYince, lndonesia. It shows the average growth rate of

inrcsrrrc'nls br gorcrnrncnt. dornestic. and foreign uere 13.52.8.61. and 13.4 | respectivel)'.

.{nd the arerage gro\\th rate oltotal investment tiorn l99l to 2000 ruas 10.55 percent

annLralll.

Table I

ln\estnrent Level of Batam TLZ Understudr
(ln USS M illion)

t99l

I992

l99l

I99l

1995

l9s6

1991

1998

1999

2 000

Grosth Rate

Government
Investment

629

681

/4)

859

t.t05

I.5 I3

t.578

| .626

1.897

1 1.52

Domestic
Investment

r5q?

10ii

2. li4
1 )OA

2.532

2.6r0

2,9)6

? oll

3,019

1 .qs

8.62

Year
Foreign

lnvestment

1.055

t.088

1,648

1,871

I.9I6

2.094

2. 115

,,J(

2.8r8

13.41

i.281

j,802

4.52 5

5,028

5.653

6.13 t

6.574

6,144

6.97'7

8.0r0

t0.55

Sourccr BIDA.2001
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As shown in rhis tabre. the revel of investment from r99r to r995 is gradualy fluctuaring
and then decrease up to the bottom level on l99g due to econornic crisis of Indonesia but
suddenlv increase on 2000 due ro serfconfidence of investors to Indonesian government for
handling of its economic crisis.

2. Foreign Exchange Earnings

ln Table 2. tlte total expon value for l0 years period (1991 _ 2000) depicts an

upward trend except in 1998. Looking on the gross expon values and the forcign visitors
spending in Batatn trade zone. it shows remarkable dollar earnings.

Table 2
Foreign E\change Earnings of Batam

Forthe Period: l99l 2000 (in USS nrillion)

Forcign Spending: 1-oral fbreign visitors\ averagcspending pcrdar

. pcr pcrson \ averagc len_qth ol sta) (2. 1 dal s)
l-egcnd: ACR = Averagc Cro\\th Rate

ln terms ofaverage growth rate, export value is 49.57 percent, foreign spending is

10.89 percent, and import value is 80.49 percent. The AGR ofnet earnings of 37.95 percent

is slightly lower than the AGR oftotal revenue of 41.05 percent annually.

3. Transfer ofTechnology and Upgrading Worker.s Skills

In a survey of390 residentrespondents, there are 197 (50.51%) have attended

seminar or in-house training conducted by their company in which most of them (69%)

Socio Economic Corelates of Batam Trade Liberalization Zone,
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Total Import

I99t

1992

1993

t99.1

1995

t996

t997

r998

1999

2000

242.00

5 6.1.5 0

925.10

t.388.90

2,362.00

3.03 3.5 0

4.885. t0

4,126.20

4,807.3 0

t 7 5.20

238.00

249.80

320.06

353.93

406.96

405.60

42 t.58

478.14

41i.45

4t'7.20

802.50

t. r75.50

I,708.96

2.71 5.9i

3 .440.46

5.290.70

5.147.78

5,285.71

7, t83.45

8i.40

t9 t.48

3 r8.58

480.12

8l L41

1.057.93

t.682.66

I .681 . t5

r.69i.i8

3 3 i.80

61r.02

856.92

I,228.84

t.904.46

2.3 82.5 3

3,60E.04

3.466.63

3.592.36

4.83 5.07

80.0

16.t

'72.9

11.9

't0.1

69.3

6E.2

67 .3

67 .9

61 .3

Sourccs: BIDA. BPS. 2001
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attended for corporate orientation proB.ram, while 3,85 pcrcent or l5 respondenis attended

training conducted b1'other corrpanl'. A total of l2? (32.569i,t rcspondents had nerer

attended an\ training progran]s or seminars. To itnprore the emflo\ec's skills. sorne ol

them (5 I or 13.08%) jointed seminar or training regionalll or abroad. $ hich are sponsored

b1 the cornpanl rrhere ther sorked.

ln terms of foreign rrorkers to assistance the local Iechnicians. It s shorrn thal

lbreign rrorkers arc r're\er and scldonr assist the local technician in .ct up and implcment ol'

production s\stern. l'here are l6l (ll.i%) of respondents stated that loreiqn rrorkcrs arc

nolhing to do in terrns oftranst'er oftechnologl. \\'hile in proJuct innorrtion. it rras consisr

o143.3 percent.

.1. Fosterint of L-inkage

Thc types of local business established rrith lirrcign inrest,-rrs linkases are sirpplier.

contractor. sLrb-contraclor. and consultant ol serYices. ln tcrms of business acririties.

lbreign investors offer to the local enterprises are the suppl) ol sub-rnarcrial prodLrcts

(+6.27o). services (31.1%). and oftice supplv (25.1%).

Local rarr rraterial consumption level as used in the conrpanr is either 50 percent

and above or 5 percent and belou. uhile the local sub-matcrial consLrrplions level are rnore

than 50 percent.

5. Larrs and Regulation of BIDA and L-ocal Gorernnrenr

Orerall superrision and managenrent of Batarn rradc zone is \csted on the BIDA.

Based on the Presidential decree No. 71. 1971. BIDA shall hare the lollorring porrers and

lunctions: operate. administer. manage and dcielop Batarrr area. BIDA in its firnctions in

planning. executing. and rnanaging rlle de\elopmenr of []atam area. is enrisioned to

cnhance industrial dereloprnent and livelrhood generation and to irnprore the qualitr of lifc

of its people.

III. BIDA SOC IO.ECONO]\1IC CONTRIBUTIONS

L Emplor rnent Ceneration

Br the rcar-end 2000. Batarn Trade Liberalization Zone had 100 locators. rrhich ernploved

l5?.28i uorkers. The total ofuorkforce for the period l99l - 1000 is presented in Table

3. As sho\ n in the table. tl'te average growth rate of emplor rnent both dor.nestic and tbreign

in Batarn is 27.12 percent and ll.l7 percent. respecri\elr. It is higher rhan ACR 17.27

percentoftotal population. From lhe surrey'data of Batam ecozone included in this stLrdy.
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rnajoril), of the n'orkforce are females. Most fernale u,orkers inside the zone are

concenrrated in the light and medium type of industries like electronics and plastics. ln

contrast, more males are found in the nredium and heavy tlpe of industries like based metal

and metal goods. Survey data also show thal majority of the rvorkers are young: more than

50 percent of all workers belongs to the 20 - 25 years old age bracket and rlore tlran 60

percenl ofthe workers are also unmarried. Of the total popLrlation of46?,52g for tl.te vear

2000. rhe total workforce is l57,2ll (34%). The operation of Baram trade liberalization

zone has reduced the unemplovment rate of tlre Riau province panicularly and Indonesia in

general.

Table 3

No. oi Employment of Batam Trade Zone
For the Period: l99l - 2000

Year Domestic Foreign TotaI
.t991

1992

1993

1994

1995

1996

1997

1998

1999

2000

AGR

Sourcc: BlDA.200l

22,942

31 ,644

64,643

104,028

117,156

126,311

135,858

139,986

't48,247

1 55,591

27.22

295

427

460

816

993

1 ,097

1 ,243
1 ,290

1 ,559

1,692

23.17

23,237

32,071

65,103

104,844

118,149

127 ,408
137,101

141 ,27 6

149,806

157,283

27.08

2. Increase Per Capita Income

Table 4 presents the regional per capita income of Batam frorn I996 to 2000. As

shown, the growth rate of net regional domestic producl (NRDP) is 25.87 percent and the

growth rate of regional per capita income increased by 6,19 percent annually. The per

capita income of Batam was less in growth due to high growth rate of population (l'? .27%)

and high capital reduction or depreciation (10.41%).

ln 2000, more than 85 percent of respondents earned rnonthly income exceeded the

Batam regional per capita income. Since most of respondents are residents-permanent, it is
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irnportant to knor,' thar 51,8 percenr of Batam residents rrere significantly. affecr the

socioeconornic development of Batam.

Table 4
Regional per Capita lncome of Batan

NRDP in Per Capita
Year B illion ton Incorne (000
r996

1991

t998

1 1999

2000

ACR

2.412 I

i.068.0

.1.046.1

5,091.1

6.t16.I

25.87

2.17.9 -i 8

35_i.l 79

29i.700

i 5 8.700

..161.518

t7.27

I t.739

t2. Iz r

I6.650

t6.083

l.l.08i

6. l9

Source: Bureau of Statistic. Baram

3. lrnpro',ed Welfare of Residents

There are an increasing nurnber of school facilities in the Batanr area, Liker'ise.

the nurnber of pupils has gone up tiorn 1995 ro 2000. Excepr fbr rhe hosprtal. tlre other

hcalth facilities increased in number during the three-\ear period (199g - 1000). Furthcr

rnore. place for religious *orship gre* in number. particularl\ rhe presence of rnosques in

the trade zone, Houever. the number of physicians and other rneciical/ dental personnel is

not enough fbr rhe rotal popularion. A decrease in rhe nurnber of ph,rsicians (from 5l to .l l)
lbr the rear I998 - 2000 can be noted. Medical practirioners serve the needs of rhe

population.

.1. Improved Living Cond itions

The positive social impacts in the establishrnent and operarion of econornic zoncs

are the improvement and expansion ofphysical inliastructure sLrpport facilities in the area to

assist rhe industrial activities of locators inside the zone. These include roads. porrer.

water. ports. and communication facilities.

In order to attract expon manufacturers. there uas a need lo irnprove on the energ\.

transportation. communication. uater and construction needs of Batam area. The

government spent billions of dollars in ventures just to aclrieYe this. The governrnent

CRDP in Depre-
B illion ciation

2.6?8.'l

3.470.9

5.263.9

5.899.0

7.082.2

7i. t

246.8

5 51.6

610.6

113 .0
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expenditures alone lbr tlre physical and social infrastructure of Batam trade zone inclLrding

reservoirs and water treatment plant were roughly US$ 3,10 billions (BIDA:2001).

IV. THE ASSESSMENT OF BATAM TRADE LIBERALIZATION ZONE

4.1. Batam Trade Zone based on Economic Resources

Overall, good or moderate improvement is the average rating given bv respondents

to Batam trade zone development in terms of economic resources and lalvs. BIDA

respondents clairned that the developrnent of Batatn econornic resources was rnoderatell.,

irnproved in terrns of foreign and local investment. This was gleaned frorr: their overall

rveighted mean of 3.32.

"Cood" expression is the average rating given bv respondents on the improvement

of economic resources in terms of foreign exchange earnings. lt showed tlre average

weighted mean of 2.89. The foreign currency reserve fund has urilized by governrnent for

socio-economic development in tenns of welfare residents irnprovement (WM = 3.10):

ln terms of fostering of Iinkage, the BIDA respondents clairned the improvenrent of
economic resources with average rveighted lnean of 3.15. Business linkage of different

enlerprises will improve the regional social development such as life condition changes

toward rnaterially and spiritually better. quality ol'human relationship, services in heatth.

education and quality of life (WM = 3. I l).

In terms of laws and regulation of BIDA and local government, the average rating

given by respondents is "Cood" or moderate improvement based on the average rveighted

rnean of 3.04, In terms of investment procedures. BIDA assured to gives consistentl) that

all investment application will take no more than 20 working days to attain approval (WM

= 2.49\.

4.2. Batam Trade Zone based on Socio Econonric Contribution

Overall, good or moderate improvement is the average rating given by respondents

in terms of socio-economic contribution. On the basis of the foregoing findings, it was

achieving to great extent socio-economic contriblltion of providing developrnent tltat is

government in anitude, investors in perspective and Batam in caliber.

Going over assessment on employment generation, it can be seen tlrat the

respondents on the aforementioned variable recorded an average rveighted rrean of4.l0.
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This indicates that Batam trade zone is very good improvernent as regards accomplislrrnent

of its socio-econornic contribution in terrns ofemplovment qeneratiot'I.

''Cood" assessment is a\erage rating given br respondents to the socio econontic

contribution in terms of per capita income. This was glearned trorn orerall ueiqhred rnean

of 1.01. The increase per capita income is 3.20 and generate of foreign exchange reserr e is

2.82.

In terms of rrelfare residents'. respondents' assesstnenl shorrs "qood'

improvement based on average \\eighted mean of 3.06. This assessrnent supponed b1

transfer oftechnolog) and upgrading ofworkers' skills (WM = j.07): prornote and improre

product specialization (WM = 2.97); increase consunter satisfacrion (WM = 2.66): and

product stimulation (WM = 3.52).

"Cood" expression also given by respondents' assesslnent in terrns of liring

condirion irnprovement. The average rveighted mean is 3.13. lrnproved liYing condirion

1WM = 3.ll): Phl'sical infrastructure development (\\ater. po\\er. erc.) (WM = 2.96):

Irnproved telecommunication and transtbrmation (WM = 1.52); and Smootlr of trafflc t'lorr

(wM = 2.89 ).

OBSERVED OTHER CONSEQUENCES

M igration of Workers

A striking characterisric oflhe workers inside Baram TLZ is the high proportion of
migrants. Almost halfofthe respondents (46010) came from Java (Jakana: \!est. central. and

east Java). .12 percent from Sumatra (north and west Sumatra). and the remaining l2 percenl

carne frorn other pan of Indonesia like Sularvesi. Borneo. lvlaluku. \\'est Timor. etc.

This population gror,,th is estimated to have been increasing at an annual rate of
17.62 percent, with rnigration at 13.72 percent and birth rare at 2,87 percent (Romulo:

2001). The growth rate's sho$n at more than l0 percent annuallr for the period of l99l ro

2000, except in 1997, u'hich uas ?,91 percent. The 1997 condition indicates Batarn s lorr

elnployrnent [urn over. Surnrnary sllow that observed otlrer consequences uas expected

rnoderate improvement in terms of rnigration ofrrorkers, It recorded an average uei[lrted

mean of3.15.

2. Exploitation of Women Workers

ln 2000. data from BIDA show that 53 percent of rrorkers are females. Frorn the

survev data sirnilar findings is likervise shorvn. Women are preferred as \\orkers for rnost

t.
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factoryjobs, since tlreir productivity in thesejobs is higher than the men. wornen are easiry
shifted from one type of subordinarion to anotlter (Lachica: 2001). But in spite of the

above'mentioned quariries. women workers do experience being discrirninated upon and

exploited because of their gender. rn terms of exproitation of woman rvorkers. BIDA
respondents emerge "good" expression based on an average rveighted rnean of 2.g I .

3. Deterioration ofEnvironmental and Health Hazards

i. L Environrnent Hazard

Arnong the internal cost of industrialization is the destruction of foresl rcserves.

The destruction of forest reserves has arso caused extinction of rare animals and species rike
leopards. The denudation of forest has arso triggered erosion and arso reads ro rhe dirarion

ofthe water system near the forest (Lachica: 2000).

Another negative effect to the environment of ind ustrialization was thc toxic waste

generaled by industries and air pollution. In Batam. this researcher randomlY sLrrvered

residents in five differenr districts. More than one hundreds fort) respondents assured that

the number one negative implication of Batam trade zone is the destruction of environrnent
such as toxic waste generated by the industries, air pollution, flooding. poor garbage

collection and landslides.

3.2. Healrh Hazard

"Fair" is respondenrs assessmenr lbr otlrer consequences in terms ofdeterioration
ofenvironmental and health hazards. It showed an average weighted mean of2.45.

The top three ailments of (he respondents are migraine headaclres. stomach

sickness, and fever. This table also indicates that those people who rvork in Iocal (16.13%)

and foreign companies (61,29%) are more prone to stomaclt aillnent. ln addition. rhe

electronic industries'exposure to carbon monoxide makcs them tired and drorvsy.

The summary assessment of respondents in terms of economic resources and laws.

socio'economic contribution, and other consequences of Batam trade zone deveroprnent

reveals that Batam trade zone was perceived to be good or moderate improvenrent in terms

of economic resources and laws based on the recorded average weighted rnean of J.09.

This is also true with regards to socio-economic contribution as indicated by the average

weighted mean of 1.25. In tenrs of minimization of other consequences. respondents

consider it as 2.80.
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VI. TEST FOR SICNIFICANCE OF RELATIONSHIP OF THE VARIABLES

6.1 . Relationship betrveen Econolnic Resources and Profile of Respondenrs

In tlte summary chi-square test shows that there are no signifrcant relationsltips

bet$'een the respondents' assessment of the econornic resources and la\\s of BIDA and

respondenrs' protile 
'ariables 

in terrns of age. gender. marital status and educational

atiainment. Horrerer. signiticant relationships exist berrreen respondenrs'assess|nent \\l.ren

compared in terrns oftheir nature ofresidence, occupation. and monthly.income.

The test sho*s thal the computed chi-square values for lhe first 4 (foury prolile

rariables are louer rhan the rabular value. For rhe lasr 3 (three) protlle variables. the

cornputed chi-sqLrare values exceed the tabular values.

6.1. Relationship bet*een Respondents' Assessmenr of Socio-Economic contriblrtion.and

their Protl le

The surnmarv ofchi-square test bet*een respondent assessn'rent of socio economic

contribution and profile of respondents provided thar there is no signiticant relationship

benreen tlre respondents' assessmenr of the socioeconornic conrribution of BIDA and

respondents profile variables in terms ofage. gender. rnarital status. educational attainment.

and nature of residence. Hor,,e'er. significant relationships exist betrreen respondents'

assessment $hen compared in terms of occupation and monthll income. The tesr resull

sho\\s that the computed chi-square varues for the first 5 (fire) pror.ire variables are tower

than the tabular values. For the last 2 (two) profile 
'ariables 

rhe compured chi-sqLrare

values exceed the tabular \alues.

6.3 Relationship bet*een Respondents' Assessment oforher Consequences and proflle of
Rcspondents

There is no significant rerationship between the respondents' assessment of rlre

other conseqLrences of BrDA and lhe respondents' profire r.ariables in terms ofage. gender.

rnarital status. educational attainment, nature of residence. and monthlv income. Horrever.

signifrcant relationship exists between respondents'assessment rrhen compared in rerms of
tlreir occupation. The test result shows that the computed chi-square values of all profile
variables are Iower than the tabular value except for occuparion variable.
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VII. THE PROPOSED POLICY GUIDELINES TO ENHANCE SOCIO ECONOMIC
DEVELOPMENT OF BATAM

The proposed policy guiderines to further enhance socio economic deveroprnent are

as follows:

l. The governtnent has introduced to expecting investors a policy in less expensive

land and low labor cost. To promote more Batarn and to attract more investors to
invest in Batam. the governrnent shourd create and introduce the other cornpetitive

advantage of Batarn such as of building rental.

2. The government should determine and train rrorkers to meet the standard minirnurn

of labor force in terms of industriar and technorogy requirements in Batam trade

liberalization zone.

3. Covernment should develop low cost housing for residents of Baram to

accommodate the increasing number of migrants. Then should be reorganizing the

resettlement of the migrant r,,orkers to alorv them to obtain that housing racirities

u ith sirnplest req uirernent,

4. Reduce red tape by implementing simple administrative procedures in obtaining

initial investment approval. preferably in less than l0 (ten) rvorking days. This can

ensure global competitiveness of rLZ and altract rnore investors to invest in Batarr

industrial area.

5. To encouragc rnore expatriates to rvork in Batarn TLZ to assist. educate. and

transfer their knorvledge to Iocal rvorkers. Vis_d_vis. however. all companies.

which employ expatriate, are compulsory to pay contribution to the government

amounting US$ I .500 each fore ign rvorker ann ua lly.

CONCLUSIONS AND RECOMMENDATIONS

Conlcusions

l. Respondents are mostly young. unmarrieds. residents of Batam u,ith high

school certificates whom working in foreign companies and receiving low

monthly income.
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a There are 157.283 *orkers or 34.) percent oftotal population taking pan in

Batarn TLZ. -[he1 contributed to the gro\\th of Batarn regional per crpir:r

income of 6.19 percent. Batatn derelopment is slrppons b.r phrsical and

social infrastructures facilities.

Respondents' assessmenl of economic resources and larrs. and socio

econornic contribution to Batam TLZ is "good" or there is perceired

moderate impro\ernenl. Despite dift'erences in terrns ofdernographic proirlc.

respondenls gare in similar "good" assessn'rcnt.

There are no signiticant relationships betueen respondents assessrnent of

economic resources. socio economic contributions. and other consequenccs to

Batam TLZ in lerms of age. gender. rnarital status. and educational

attainment. Horrerer. significant relationships exist benrecn respondcnts'

assessmenl and econornic resources. socio economic contribution and olher

consequences in terrns of occupation and rnonthlr income. Verl good is

respondents' assessment in terms of tbreign corrpanies' \\orkers.

entrepreneurs and uho earned monthl)' income u ithin tlre ranges of Rp 2 - 5

rnillion. The other respondents assessment is good" in ternrs of other

occupation and rnonthly incorne.

Reduce red tape b) implementing simple administrative procedures in

obtaining initial investrnent approval. prcftrabl! in less than l0 (ten) \\orking

da."-s. This can ensure global competitiveness of TLZ and anract rnore

investors to invest in Batam industrial area.

3.

).

Recommendations

The following recommendations are hereby offered:

I. BIDA should be rnore active in promotion lo altracl tnore inrestors to inre,r in

Batam zone and conduct a comparative study uith other counlries ro intprorr- il:

global cornpetitiveness and for the government to esrablish polirical stabilirl .

2. Due to increase labor force in Batam TLZ. rhe government should establish rnore

social facilities such as recreations. spons. and other facilities.

l. The local government should have a reforestation program to avoid tlre possihle

natural disaster as result of project expansion of BIDA. Instead of incinerating

1.
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wastes. industries and government should recycle. reLrse. or make cotnpost for
better garbage managetnent.

4. Reduce red tape by impletnenting simple administrative procedures in oblaining
initial investrnent approval. preferably in less than )0 (ten) working days. This
can ensure global competitiveness of rLZ and attract more investors to invesr in
Batam industrial area.

Dr, Romulo Sinabutar MBA
Adalah Dosen Terap Fakultas Ekonorni
Un ivers itas Advent Indonesia Bandung

REFERENCES

Bartlet A.. Christopher. Text. Cales. and Readinss in Cross Border Manaeement, 3,,t
Edition, McCraw-Hill. 2000.

BPS, Bir-o.Pusat Statistik (Centrar Bureau of Statistic) various years, statistic of rndonesia.
Jakarta: BPS

Durano Marina B..

Bowerman Prr::^Td O'Connel Richard, Aoplied Statisrics: Irnprovinq Business process.
lrwln. I 99 /

the Philippines, Center for Internarional R.l;@
Services Insrirute. Manila. April 1995

Fajaro Feliciano R., lnternational Econornics, Rex Book Stores. Manila. 19g8.

Jilberto Alex F., Li

Systems, CIRSS. Foreign Services lnstirure, Manila, S.pt. fOlS

McConnell carnpbell R.. Econornics: principres. probrerns. and poricies, Mccraw Hir.
t990

Mikic Mia, International Trade, MacMillan press, l99g
Miranda Gregorio S., Internationar rrade, Revised Edition, L&G Business House pubrishes,

1997

Socio Economic Corelares of Batam Trade Liberalization Zone.
Batam lsland, Indonesia (Romulo Sinabutar) 115



Paler Laurentina and Calmorin Melchor A.. Methods of Research and Thesis Writinq. Rex
Book Store. rnanila. 1995

Pornfret Richard. Delelopment llconorrics. Prentice llall. 1997

Romero Ana T.. Expon Processinq Zone: Addressinq the Social and Labor Issues, BureaLr

for Multinational Enterprises Activities. International Labor Organization llLO).
t998.

Salvalore Dorninick. lnternarional Economics, 6'l' Edition. Prentice Hall lnternational. Inc..
I 998

Todaro Michael P.. Economic Develooment, sth Edition. Longrnan NY. 1991

Urnar Husein. Riset Sumber Dala Manusia Dalam Organisasi. Research on Human
Resource in Orglrnization. Revised Edition, Crarnedia Pustaka Utarna, Jakana.
1999

\\'ickharn Plrilip. Stratesic Entreoreneurship: A Decision lVaking Approach to Neu VentLrre
Creator and Management. Prentice Hall. 2001

Abdullah lsmeth, Batam Technically Already Free Trade Zone: BIDA. Serninar on the
Prospects fro Batam. Suara Merdeka, Februarl' I 2. 2001

BIDA (Batarn lndustrial Development Aulhorit.\). 1997. 2000. and 2002: Batanr:
Development Data December 1999. 2000

Indonesian an Official Hand Book, National Information Agencl'. Republic of lndonesia.
2002

Trade Reeulations and Standards, Depanment of Trade and lndustrl. Republic of
Indonesia. Jakarta. 200 I

Lachica Jacqualine V., The lmplication of Economic Zones to tlte Socioeconornic
Development of Cavite, Philippine Christian Universitl,. 2000

115 EKONOMIS: Jumal Ekonomi dan Bisnis. Volume I. Nomor 2. Oktober 2007


