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ABSTRAK

Penelitian ini bertujuan untuk mencapai tujuan SDGs 8, yaitu pekerjaan layak dan pertumbuhan ekonomi.
Penelitian ini meneliti bagaimana pengangguran, tenaga kerja, HDI, dan inklusi keuangan memengaruhi
pertumbuhan ekonomi Indonesia. Penelitian ini menggunakan data sekunder dengan Fixed Effects Model
sebagai model terbaik. Hasil penelitian ini menemukan bahwa inklusi keuangan yang diukur dengan DPK dan
uang elektronik mendorong pertumbuhan ekonomi, tetapi pengangguran dan HDI justru menghambatnya.
Tenaga kerja memiliki sedikit pengaruh. Hal ini menunjukkan bahwa kualitas tenaga kerja, pembangunan
manusia dan pertumbuhan ekonomi tidak selaras, dan sektor keuangan menjadi sangat penting untuk aktivitas
ekonomi inklusif.

Kata kunci: Indeks Pembangunan Manusia (IPM), Inklusi Keuangan, Pertumbuhan Ekonomi, Tenaga Kerja,
Pengangguran.

ABSTRACT

This study aims to achieve SDG 8, namely decent work and economic growth. This study examines how
unemployment, labor, HDI, and financial inclusion affect Indonesia's economic growth. This study uses
secondary data with a Fixed Effects Model as the best model. The results of this study found that financial
inclusion as measured by Third Party Funds (DPK) and electronic money encourages economic growth, but
unemployment and HDI actually hinder it. The labor force has little effect. This indicates that labor quality,
human development, and economic growth are not aligned, and the financial sector is crucial for inclusive
economic activity.

Keywords: Human Development Index (HDI), Financial Inclusion, Economic Growth, Labor Force,
Unemployment.

INTRODUCTION

Economic Development is one measure of a developing nation. The objective of economic
development is to diminish poverty, mitigate income disparity, and create employment opportunities
(Gryshova et al., 2020). Economic development serves as a crucial benchmark for evaluating the
efficacy of economic growth, utilising Gross Domestic Product or Gross Regional Domestic Product
as the principal indicators at both regional and national levels. Examining economic growth is
essential for varous reasons, particularly its connection to economic development, which encompasses
more than just growth. The fundamental change of an economy originates from its sectoral structure,
demograpfic distribution, and geographical distributon, with economic growth resulting from a
synthesis of micro and macroeconomic theories (Acemoglu, 2012).

Economic growth is hindered by various issues, including insufficient job opportunities,
limited investment, misguided government policies, and elevated poverty rates. Consequently, a key
metric for evaluating economic growth is Gross Regional Domestic Product (GDP), which assesses
and monitors the economic status of a region during a certain timeframe. The economic growth of
Indonesia is suboptimal regarding the efficiency and producticity of its labour force This stagnation
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results from multiple challenges, including subpar labour quality, insufficient skills, earnings belom
regional minimum standards, poor healthcare facilities, and frequent layoffs (Sari et al., 2025).
Annual economic growth encompasses the economic expansion of each region, considering the
potential of its respective areas.

Indonesia’s economic growth rate has fluctuated between 2019 and 2024, with the latter two
years seeing a drop. Indonesia has the highest economic potential in Southeast Asia, hence it plays a
strategic role in the region’s economy. According to World Bank Data, Indonesia’s economy would
rise by 5,05% in 2023. Indonesia has higher economic growth than other Southeast Asian countries.
Malaysia’s economic growth rate was 3,56%, Singapore’s was 1,08%, Thailand’s was 1,89%,
Vietnam’s was 5,05%, and Myanmar’s was 0,96%.

2019 2021 2022 2023 2024

Graphic 1
Indonesia's Economic Growth Rate 2019-2024
Source : BPS - Statistics Indonesia (2025)

The elevated GDP growth rate positively influences many SDG’s due to synergies,
nevertheless, this creates a trade-off, since efforts to accomplish one SDG’s may hinder the attainment
of others. The Sustainable Development Goals (SDGs) contitutes the 2030 Agenda aimed at
addressing global challenges stemming from the enviroenmental crisis and the menace of poverty.
The Sustainable Development Goals (SDGs) comprise 17 objectives and 169 targets (Kreinin &
Aigner, 2022). Sustainable development refers to strategies aimed at enhancing long-term economic
prosperity and quality of life while preserving the capacity of future generations to fulfill their
requirement (Maryville University, 2021). The SDGs, particularly the 8th goal, namely Decent Work
and Economic Growth, serve as a crucial framework for comprehending their impact on sustainable
economic growth (Letovska, 2021).

Economic growth is affected by unemployment, the workforcce size, and the Human
Development Indeks (Agbor, 2024; Astuti et al., 2017; Conteh, 2021; Dritsakis & Stamatiou, 2018;
Gryshova et al., 2020; Irawan & Khoirudin, 2024; Lubocheng, 2024; Ten & Wang, 2020; Z. Zhang &
Sun, 2022). The open unemployment rate in Indonesia for 2024 is 4,91%, a reduction from 5,32% in
2023. The World Bank indicates that Indonesia has the second-highest unemployment rate in
Southeast Asia, following Brunei Darussalam.
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Graphic 2
Unemployment Rate in Southeast Asian Countries in 2024
Source: Komarlina et al (2025)

Global unemployment rates are falling. This suggests improved worker productivity and a
lower total unemployment rate. However, significant effort remains to be done to enhance job
possibilities, reduce informal employment, and address labour market disparities such as the gender
wage gap, all of which continue to impede economic growth and equitable resource allocation. The
critical role of productive job creation in poverty eradication necessitates economic growth, which is
achieved through increasing employment opportunities.

Unemployment is a significant issue in Africa, particularly among the youth. With the
populatoon growth, there exists the possibility of a demographic dividend, although young individuals
have obstacles in the labor market, predominantly engaging in the informal sector. Elevated
unemployment will result in diminshed gross domestik product, susequently leading to social issues
and political instability. Okun’s law elucidates that a low or negative economic growth correlates with
a rise in the unemployment rate. An elevated unemployment rate impedes GDP growth (Agbor,
2024). Research by Regina et al., (2023) indicates that, over the long term, unepmloyment exerts a
favorable albeit minor influence. In the near term, unemployment adversely impacts economic growth
by diminishing consumer expenditure and curtailing company investment, so obstructing total
economic activity. Okun (1962), as cited in Conteh, (Conteh, 2021), posits that unemployment
negatively correlates with economic growth. Okun (1962), discusses studies that investigate the
correlation between unemployment and economic growth. Exponential GDP growth correlates with a
decline in the unemployment rate, conversely, sluggish or negative growth results in a rise in
unemployment.

Labor is another key factor influencing Indonesia’s economic expansion. The population
growth will result in a rise in the workforce, thereby enhancing the company’s production capacity.
However, if this population growth is not counterbalanced by an increase in quality and employment
opportunities, there will be a misalignment between economic growth and community welfare, which
could result in higher unemployment rates and social unrest (Astuti et al., 2017). Todaro (2003)
expects population expansion to have a favorable impact on labor growth, which will promote
economic growth. The growing workforce will elevate production levels, while the expanding
population will enlarge the domestic market. Nonetheless, the data continues to provoke inquairies
regarding the implications of the elevated population growth rate for economic development,
especially concerning resource distribution, employment prospects, and the general quality of life for
the populace.

According to Asongu & Odhiambo, (2020), other human development can be measured in
terms of human resources using the human development index. The United Nations Development
Programme (UNDP) underscores the Human Development Index to highlight the significance of
developmental resources. Solow’s theory emphasizes the development of production factors, with a
high Human Development Index (HDI) serving as a crucial predictor for economic growth, reflecting
the population’s capacity to assimilate and manage sources ef economic advancement. The three
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indicators of the Human Development Indeks (HDI) encompass health, education, and living
standards. Asko et al., (2023) discovered a direct and significant correlation between the Human
Development Index and economic growth in Banten Province. Tagqi et al., (2021) discovered that the
Human Development Index (HDI) exerted a significant and favorable influence on Pakistan’s per
capita GDP form 1980 to 2018, underscoring the importance of human resource development in
fostering sustained economic advancement.

The superior quality of human development is a crucial determinant in enhancing the
community’s ability to access and manage diverse resources for economic growth, encompassing both
technological advancements and institutional fortification to promote economic advancement (Utami,
2020). Constantin V. and M. Salvatore (2008) reference a study by Mugqorrobin & Soejoto,
(Mugorrobin & Soejoto, 2017) which asserts that elevated human development growth will indirectly
exert a beneficial influence on economic growth.

Another economic growth metric is financial inclusion. Financial inclusion is the easy access
and availability of formal financial services like bank deposits, loans, insurance, etc. for all economic
participants. Most community members access financial services due to financial inclusion. Kim et
al., (2018) found that finansial inclusion boosts OIC economic growth. Financial inclusion is crucial
to achieving the Sustainable Development Goals (SDGs) in the long run because one of them
promotes decent work and economic growth, which can directly improve an individual’s economic
situation through improves finansial services. Financial inclusion helps individuals and businesses
access financial services, which promotes entrepreneurship, job creation, and higher living standards,
resulting in real and sustainable development. International agencies like the World Bank and UN
drive financial inclusion.The Sustainable Development Agenda prioritizes financial inclusion to
provide universal access to finance. Financial inclusion and sustainable development benefit the
community and environment.

The UN’s 2030 sustainable development strategy emphasizes financial inclusion and financial
facility expansion to accomplish 17 SDGs, especially SDG 8. Additionally, research indicates a
negative association between financial inclusion and economic growth (Taqi et al., 2021). The impact
of financial inclusion on economic growth is significantly influenced by the nature of services
provided and an individual’s choice to utilize funds, since diverse financial institutions strive to assist
the impoverished by relaxing lending criteria for short-term loans.

Financial inclusion and fintech have SDGs 2,3,4,8, and 9. Fintech and financial inclusion
improve SDGs 8 and internet SDGs 9. Kara et al., 2021 in Choudhary et al., (2025) found that
financial inclusion by increasing access to financial services like savings accounts, investments, credit
cards, and loans, which directly contribute to several SDGs, will increase savings and support SDG 1,
No Poverty, by reducing exposure to economic shocks. Financial inclusion also supports SDGs 8 and
4, Quality Education, by allowing small businesses and individual to access kredit and use fintech
innovations like mobile banking, digital payments, loans, and online savings to increase household
consumption and optimize investments. Fintech innovations have extended throughout the population,
increasing access to financial services and digital infrastructure and promoting financial inclusion in
SDGs 8 GDP and SDGs 9 internet. Based on the preceding backdrop, this study will examine how
unemployment, workers, population, the Human Development Index, and financial inclusion affect
Indonesia's economic growth.

METHODE

This research uses quantitative descriptive analysis. This study utilizes secondary data
acquired from the Statistics Indonesia (BPS), and Bank Indonesia. The time series spans from 2019 to
2024. This study’s population comprises comprehensive economic statistics for 33 Indonesian
provinces, including unemployment, labor, population, the Human Development Index, financial
inclusion (represented by deposits and electronic money), and economic growth across these regions.
The dependent variable is economic growth, whereas the independent variables are unemployment,
labor, population, Human Development Index, and financial inclusion. The analysis employed panel
data regression. The Hausman test and the Lagrange Multiplier were used to determine which model
was best for the panel data. This study used classic assumptions tests such as multicollinearity using
VIF, heteroscedasticity test using modified Wald test, and autocorrelation using Wooldridge test, as
well as T-tests, F-tests, and coefficient of determination (R?).
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Table 1
Summary Statictics
Variable Obs Mean Std. Dev. Min Max
1GDP 165 12.077 1.147 10.241 14.581
UNEMPLOY 165 5.137 1.754 1.79 10.95
LABOR 165 22.353 4.597 7.26 35.38
HDI 165 72.127 3.921 60.44 83.08
IDPK 165 11.084 1.399 8.558 15.35
1IEMon 165 131 1.709 -3.217 6.507

source: processed data

To examine the relationship between economic growth, unemployment, labor, human
development index, finansial inclusion, the baseline model is specified as follows:
IGDP ;i =a + Bl UNEMPLOY ;; + [32 LABOR;; + [33 HDI ;i + B4 IDPK ;i + Bs IEMon i + &t
Where: IGDP i : economic growth; UNEMPLOY ;; : unemployment; LABOR i : labor; HDI i : Human
Development Index; IDPK j : Third-party funds; IEMon j; : Electronic money; & : error term

RESULT

This study aims to analyze unemployment, labor, HDI, and finansial inclusion on economic
growth. The table below describes the results of the analysis of the Influence of Unemployment,
Labor, Human Development Index, and Financial Inclusion on Economic Growth in Indonesia Table

2 Regression Estimation.

Table 2
Regression Estimation
VARIABLES OLS REM FEM FEM Robust
UNEMPLOY -0.0730%** 0.00286 -0.0420%** -0.0420%**
(0.0258) (0.0166) (0.0144) (0.0144)
LABOR 0.0339%** -0.0220%** -0.0204*** -0.0204
(0.00927) (0.00678) (0.00560) (0.0135)
HDI -0.0117 -0.0378%** -0.0339%** -0.0339**
(0.0115) (0.0112) (0.00957) (0.0157)
IDPK 0.817*** 0.401%** 0.0771 0.0771%
(0.0567) (0.0499) (0.0516) (0.0397)
1IEMon 0.0443 0.131%** 0.0734%** 0.0734***
(0.0444) (0.0313) (0.0261) (0.0241)
Constant 3.479%** 10.81%** 14.33%** 14.33%**
(1.204) (0.951) (0.860) (1.393)
Observations 165 165 165 165
R-squared 0.886 0.365 0.365
Number of Code 33 33 33

Information: standard errors in parentheses p<0.01, ** p<0.05, * p<0.1

source: processed data

Based on the regression results, the p-value < 0.05 then HO is rejected so that the Random

Effect model is better than OLS.

Table 3
Lagrange Multiplier Test

Breusch and Pagan Lagrangian multiplier test for random effects

Chibar2 (01)
Prob > chibar 2

155,35
0,0000

source: processed data

Based on the regression results, the p-value < 0.05 then HO is rejected so that the Fixed Effect
model is better than the Random Effect.
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Table 4
Hausman Test
Chi2 (5) 144,93
Prob > chibar 2 0,0000

source: processed data

The diagnostic checks including multicollinearity, heteroscedasticity, and autocorrelation are
as follows:

Table 5
Multicollinearity Test

VIF 1/VIF
IDPK 6.677 15
IEMon 6.125 .163
UNEMPLOY 2.173 46
HDI 2.167 461
LABOR 1.928 519
Mean VIF 3.814

source: processed data

Based on the regression results, the VIF value is < 10, so there is no problem of
multicollinearity.

Table 6
Heteroscedasticity Test
Chi2 (33) 7537,99
Prob > chibar 2 0,0000

source: processed data

Assuming Hyp there is no heteroscedasticity problem while H; has a heteroscedasticity
problem. Based on the regression results of the p-value < 0.05, HO is rejected so that there is a
heteroscedasticity problem.

Table 7
AutocorrelationTest
F (1,32) 47,944
Prob >F 0,0000

source: processed data

Assuming Hy there is no autocorrelation problem while H; has an autocorrelation problem.
Based on the regression results of the p-value > 0.05, then HO is accepted so that there is an
autocorrelation problem.

Table 8
Output Model Regression

Variable Notation t-stats Probability Remarks
Unemployment UNEMPLOY -2.92 0.006 Significant
Workforce Labor -1.51 0.142 Insignificant
Human Development Index HDI -2.16 0.039 Significant
Third-Party Funds IDPK 1.94 0.061 Significant
Electronic Money 1IEMon 3.05 0.005 Significant
Constant 10.29 0.000

source: processed data
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Based on the data in the table above, it is possible to deduce that unemployment, the Human
Development Index, Third-Party Funds, and electronic money are important drivers of Indonesia’s
economic growth. Meanwhile, labour is not a substantial contributor to Indonesia's economic growth.

The test criteria utilised were significance tests of 1% or 5% or 10% with Df1 of 5 and Df 2 of
32, and the F-table value was 14,56. The F-calculation of 14,56 > F-table of 2,523 with a probability
of 0,0000 < 0,05, indicates that this model can explain the relationship between variables such as
unemployment, labor, the Human Development Index, financial inclusion (proxied by deposits and
electronic money), and economic growth in 33 Indonesian provinces.

The regression model in this investigation yielded an R-quared value of 0,365 or 36,5%.
These findings reveal that the independent factors, namely unemployment, labour, the Human
Development Index, and financial inclusion as proxied by deposits and electronic money, have a
substantial percentage contribution to the dependent variable, namely economic growth of 36,5%. The
remaining 63,5% is explained by additional independent factors not examined in this study.

Based on the table above, the form of the regression model used is as follows:

IGDP ;; = 14,33 — 0,0420 UNEMPLOY ; — 0,0204 LABOR i - 0,0339 HDI iy + 0,00771 IDPK ;; +
0,0734 IEMon i + €;

Unemployment has a negative and considerable effect on Indonesia’s economic growth, with
a coefficient of -0,042. If unemployment falls, economic growth will rise by 0,042 percent. These
findings are consistent with previous studies (Agbor, 2024; Funlayo Akeju & Benedict Olanipekun,
2015; Hjazeen et al., 2021; Mohseni & Jouzaryan, 2016; Soylu et al., 2018), which has found that
unemployment has a negative and significant impact on economic growth. This research further
supports Okun’s Law by demonstrating that there is an inverse link between the unemployment rate
and economic growth. Increased worker numbers result in higher production of goods and services.
This economic expansion will result in job creation and a lower unemployment rate (Lubocheng,
2024).

Labor has a negative and insignificant effect on economic growth in Indonesia, with a
coefficient of -0,020. The increase of unemployed workers reduces economic growth by 0,020. These
findings are consistent with the studies (Bachtiar, 2019; Swastika, 2024). The proxied workforce uses
the percentage of young people (15-24 years old) who are not in school, working, or enrolled in
training, also known as Young Not in Education, Employment, or Training (NEET), to assess the
unproductive young population. The increased number of unproductive young people demands more
attention due to the fall in productivity and low production.

The Human Development Index negatively impacts Indonesia's economic growth with a
coefficient of -0,034. Economic growth will rise by 0,034 percent if the Human Development Index
declines. These findings support the study (Mugqorrobin & Soejoto, 2017; Utami, 2020). Other
variables that impact this variable, such as economic growth fuelled by other sectors, may have an
impact. This study contradicts the findings of (Hoa et al., 2016; Li et al., 2015; Muqorrobin &
Soejoto, 2017; Elistia & Syahzuni, 2018; Taqi et al., 2021; J. Zhang & Danish, 2019) that the Human
Development Index significantly and favourably affects economic growth. The three dimensions of
Human Development Index are purchasing power, health, and education.

Indonesian economic growth is positively correlated with third-party financial inclusion, with
a correlation of 0,077. If the third-party fund rises, economic growth will rise 0,077 percent. These
findings match research (Boukhatem, 2016; Erlando et al., 2020; Sheraphim, 2018; Vo et al., 2021).
Higher Third Party Funds will boost economic growth and help prevent inequality and poverty as
public access to financial services increases. Economic development will benefit from present savings
levels. This indicates that Indonesia banks have been effective middlemen in loan disbursement and
lending. By taking deposits, banks can provide capital to investors, allowing them to invest in
productive activities that boost economic growth. Trust in finansial organisations boosts credit and
funding.

Financial inclusion, proxied by electronic money, boosts Indonesian economic development
by 0,073%. Meliza & Ayuningrum, (Meliza & Ayuningrum, 2025) found these results. Increasing the
volume of electronic money transactions will speed up and streamline the process, reducing
administrative cost and risks, improving financial transactions and encouraging more businesses and
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consumers to use them. This innovation will boost economic growth by increasing fund flow. The
innovation diffusion theory shows that users realise electronic money’s benefits based on their needs.

CONCLUSION

The analysis shows that unemployment and the Human Development Index have a significant
negative impact on Indonesia’s economic growth. Financial inclusion, measured by deposits and E-
money, has a positive and significant effect. The workforce variable has a negative and insignificant
impact on economic growth. The suggestions are: (1) develop government policies for regional
economic growth and job creation to reduce unemployment; (2) invest in education and training to
prepare workers for future jobs and address high NEET levels through targeted programs; (3) support
rapid population growth to drive economic growth via increased migration and birth rates; (4)
improve human capital quality equally across Indonesia through education and health; (5) expand
access to finansial services by promoring public awareness of bank accounts, debit cards, and e-
money; (6) encourage community savings to fund productive activities and stimulate the economy.
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