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Regarded the introduction of the decentralization system in Indonesia after
democratization as a natural experiment, this study tried to identify the impact of minimum wage
increases on employment. Specifically, we focused on regions that were placed under the same minimum
wage level before decentralization and analyzed how employment in manufacturing firms changed after

facing different minimum wage levels in each local administration after decentralization. The
analysis, which was limited to the Jakarta metropolitan area, found that the larger the increase in
the minimum wage, the greater the decline in employment in manufacturing firms. However, as in
previous studies, the extent of the decline was not significant.
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