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ABSTRACT: This study aims to analyze the effect of regional gross domestic product, district/city minimum wage, local revenue,
labor force, and unemployment on labor absorption dynamics and influencing factors (case study in districts/cities in NTB
Province). This study uses an associative quantitative approach with panel data regression analysis using the Fixed Effect Model
(FEM) processed using Eviews 13 to test the relationship between these variables. The data in this study uses secondary

data with a sample of 10 districts/cities during the 2017-2024 period in West Nusa Tenggara Province, namely West Lombok
District, Central Lombok District, East Lombok District, Sumbawa District, Dompu District, Bima District, West Sumbawa District,
North Lombok District, Mataram City, and Bima City. The results of this study show that the variables, gross regional domestic
product, have a positive but insignificant effect, the minimum wage of the regency/city has a positive and significant effect, local
revenue has a positive and significant effect, while the number of the labor force has a positive but insignificant effect, and the
number of unemployed has a positive but insignificant effect on labor absorption.

KEYWORDS: Gross Regional Domestic Product, County/City Minimum Wage, Local Revenue, Labor Force, Unemployment Rate.

I. INTRODUCTION

The fundamental problem with employment in Indonesia at present is the lack of job opportunities. This situation has arisen due
to an imbalance between the growth of the working-age population and the availability of jobs, which will lead to disparities
resulting in unemployment. Work is an important part of human life because it encompasses social and economic dimensions.
When per capita income increases, it will lead to faster economic structural changes and drive economic growth. Economic
development is a process that aims to improve people's living standards, expand employment opportunities, and achieve income
equality (Husna Siregar, 2022).

Employment is a key indicator in evaluating the economic health of a country. In Indonesia, increasing employment is an
important priority in order to minimize unemployment and improve the welfare of the people. Challenges in the field of
employment are inevitable given the large population. This high population results in a large workforce, which leads to a high
number of job seekers and an increasing unemployment rate. Employment plays a crucial role in the development process because
it is a component of human resources and a key driver of the economy. Because in an effort to expand the economic sector and
increase total production, economic development depends on human resources. Thus, the role of human resources in every stage
of economic development becomes clear (Lube et al., 2021).

The challenge of labor absorption is no longer a national issue but has spread to the regional level, as is the case in West
Nusa Tenggara Province. NTB has 8 regencies and 2 cities. The regencies consist of West Lombok, Central Lombok, East Lombok,
Sumbawa, Dompu, Bima, West Sumbawa, North Lombok, and the cities consist of Bima and Mataram City. The province of West
Nusa Tenggara (NTB) is one of the regions in Indonesia experiencing quite complex dynamics in labor absorption. NTB is known
for its well-developed agriculture, fisheries, and tourism sectors. However, on the other hand, it still faces various challenges such
as limited infrastructure, disparities between urban and rural areas, and shifts in economic structure that affect the types and
number of jobs available.

In recent years, NTB has experienced significant changes in its economic structure and labor market. Growth in the
tourism and creative industries has opened up new opportunities for workers, but challenges in the agriculture and manufacturing
sectors have also affected labor absorption dynamics. In addition, factors such as education levels, skills, local government policies,
and technological developments plays a role in determining the region's ability to absorb labor. The following are the conditions
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of labor absorption in regencies/cities in NTB:

Table 1.1 Data on Employment Absorption Rates in Regencies/Cities in NTB Province 2017-2024 (People)
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Source: NTB Provincial Statistics Agency 2025

Table 1.1 shows the dynamics of labor absorption in West Nusa Tenggara Province (NTB) over eight years from 2017 to 2024
based on data on the number of workers absorbed: In 2017, the number of workers absorbed was 2,316,720. In 2018, there was
a decline to 2,258,666 thousand people. In 2019, the number of workers absorbed increased again to 2,387,036. In 2020, it
increased to 2,575,956. In 2021, it rose again to 2,657,395. In 2022, the level of labor absorption reached 2,718,345. In 2023, it
increased to 2,892,982. In 2024, it continued to increase to 3,105,549. From this data, it can be seen that labor absorption in NTB
fluctuated with a general trend that tended to be stable in the range of 2,258,666 to 3,105,549. A significant decline only occurred
in 2018.
The Central Statistics Agency (BPS) stated that in line with the decline in the labor force, the Labor Force Participation Rate also
experienced a decline. The LFPR in August 2018 was recorded at 65.91 percent, down 3.92 points and down 2.58 points compared
to a year earlier. The decline in TPAK was caused by the earthquake disaster in August 2018, which resulted in most freelance
workers and unpaid workers/family workers being unable to work, thereby classifying them as not part of the labor
force. This decline in the labor force participation rate has impacted the labor absorption rate in NTB. In 2020, there was a 0.8%
decline in labor absorption, which occurred due to the Covid-19 pandemic that affected almost all regions in NTB.

Employment plays a crucial role in the economic development of a region. Economic growth, as measured by GRDP
(Gross Regional Domestic Product), UMK (Minimum Wage for Regencies/Cities), and PAD (Local Own-Source Revenue), directly
affects a region's ability to create jobs. Good labor absorption conditions will lead to a decrease in unemployment and an increase
in public welfare. If economic growth is not in line with labor force growth, unemployment problems will arise. Labor absorption
is a key pillar of successful economic development, not only at the national level but also specifically at the regional level.

Aregion's ability to provide adequate employment opportunities is a reflection of its economic vitality and directly affects
the welfare of the local community. The growth of a region's Gross Regional Domestic Product (GRDP) is a key indicator that
reflects local economic activity. An increase in GRDP indicates an expansion in the production of goods and services, which in turn
is expected to create more job opportunities. Leading sectors in the region, such as agriculture in rural areas, manufacturing in
industrial areas, or tourism in tourist destinations, are the main drivers of employment. The higher a sector's contribution to
regional GRDP, the greater its potential to absorb labor. Conversely, an increase in the number of productive workers can also
drive GRDP growth through increased output and consumption (Rauch et al., 2022).

The next factor is that the district/city minimum wage (UMK) policy at the regional level has a complex impact on labor
absorption. The UMK aims to ensure that workers earn a decent living, but setting the UMK out of line with productivity and the
real conditions of the business world in the region can create a dilemma. For businesses, especially Micro, Small, and Medium
Enterprises (MSMEs) which are the backbone of the economy, excessive minimum wages that are not balanced with financial
capabilities can be a burden. This has the potential to hamper new investment, reduce the competitiveness of local products, and
even trigger layoffs or business relocation to areas with lower labor costs, which will ultimately hamper labor absorption
(Nurnafisah & Effendi, 2023).
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In addition, Local Own-Source Revenue (PAD) plays a crucial role in regional development and indirectly affects employment.
PAD, which comes from local taxes, local levies, and other sources, reflects the financial capacity of the region to finance
development. Regions with strong PAD have the capacity to invest in infrastructure, develop potential economic sectors, orlaunch
community empowerment programs that can create new jobs. For example, the construction of modern markets or MSME
centers funded by PAD. can create business opportunities and jobs for the local community. The larger and more stable a region's
PAD is, the greater its potential to create an environment conducive to labor absorption. The dynamics between the labor force
and the number of unemployed are at the heart of the challenge of labor absorption in the region. The labor force in a region
includes all productive-age residents who are ready and willing to work (Oyvat, 2023).

Analysis of labor absorption is highly relevant in providing a clear picture and targeted policy recommendations in addressing
labor challenges in the region. Labor absorption is an important indicator in measuring the health of a region's economy. The
level of labor absorption shows that jobs are available and able to absorb the workforce. so as to reduce unemployment and
improve community welfare. Based on the issues outlined above, the researcher wishes to conduct a study entitled “The Dynamics
of Labor Absorption and Influencing Factors: A Case Study of Regencies/Cities in NTB.”

Il. LITERATURE RIVIEW

A. The Concept of Labor Absorption

The concept of labor absorption is the process of absorbing the workforce into various economic sectors to work and produce
goods or services. This means how many people are working and contributing to the economy. Labor absorption is the ability of
the job market to absorb the number of workers that meet the criteria for employment. BPS (2023) explains that labor absorption
is the proportion of the workforce that is actively working out of the total labor force in a region or country at a given time. Labor
absorption is the participation of the workforce in economic activities, both formal and informal. Labor absorption can be equal
to or less than the number of available job opportunities, if labor absorption is equal to job opportunities. then unemployment
will not occur. However, if labor absorption is smaller than employment opportunities, unemployment will arise. Labor is a human
resource that has potential, capabilities, is fit for purpose, and has a certain personality to work and participate in development,
so that it is useful for itself and society as a whole. Labor as an economic resource refers to the possession of a particular job,
performing work activities, and occupying a job position. that are available and can create new jobs for others (Renjie & Yijun,
2023).

Labor absorption theory

Lewis' theory shows that a surplus of workers is an opportunity, not a problem. A surplus of labor in one sector will increase
production and the supply of labor in other sectors. Thus, a surplus of labor supply is not a problem for economic development. It
is better if the surplus of workers actually becomes capital for income accumulation, as long as the transfer of workers from the
subsistence economy to the modern capitalist sector is smooth and not excessive (Fadlan, 2020).

B. Gross Regional Domestic Product (GRDP)

GRDP is the gross value added of all goods and services produced in a region within a certain period of time. GRDP can also be
defined as the total value of goods and services produced by all economic units in a region. GRDP is an important indicator for
measuring the economic growth of a region. Gross Regional Domestic Product (GRDP) is the main metric for evaluating the health
of a region's economy over a certain period of time. Economic growth is an increase in per capita production in the long term.
The process, per capita production, and the long term are the three most important points. Economic progress should be
considered. Process, per capita production, and long-term are the three most emphasized points. Economic progress should be
considered a continuous process. Regional sectoral growth that is in line with regional objectives and capabilities can only be
achieved through the simultaneous implementation of regional development and sectoral development. To determine the role of
each company and service provider in a location, we simply add up the value of all final goods and services produced there. Gross
Regional Domestic Product is a term used to describe this. Gross Regional Domestic Product (GRDP) is the amount of money
generated by companies in a region or the total value of all goods and services produced in that region. Reducing regional
economic growth disparities is a regional development goal (Yussoff & Sulaiman, 2025).

C. County/City Minimum Wage (UMK)

The minimum wage is the lowest wage standard set by the government or relevant authorities, which employers must pay to
workers for a specific type of work within a certain period of time. Labor absorption refers to the number of individuals who have
successfully obtained employment or been hired by an entity, such as a company or agency. District/City Minimum Wage The
minimum wage set in each province varies in amount, because the cost of living in each province is different. For example, In
West Nusa Tenggara Province, the minimum wage is determined using the Regency/City Minimum Wage (UMK) system. The
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Regency/City Minimum Wage is the wage that applies in the regency/city area. The UMK is determined by the Governor, and
must be higher than the Provincial Minimum Wage. The UMK is determined once a year and must be set no later than 40 days
before the effective date, which is January 1. The minimum wage is a never-ending source of political debate. Supporters of a
higher minimum wage see it as a means of increasing the income of poor workers. Although supporters of the minimum wage
acknowledge that the policy causes unemployment for some workers, they argue that this sacrifice is worth it to alleviate poverty
among other groups in society. Wages are all forms of income received by workers/employees, either in the form of money or
goods, within a certain period of time for a particular economic activity (Malik, 2024).

D. Local Own-Source Revenue (PAD)

Local Own-Source Revenue (PAD) is all revenue obtained by the region from sources within its own territory, collected based
on regional regulations in accordance with applicable laws and regulations. applicable laws and regulations. to measure the
financial independence of a region. The greater the contribution of PAD to the Regional Revenue and Expenditure Budget (APBD),
The region is becoming increasingly independent in financing government activities and development. Regional finances
are all the rights and obligations of the region in the context of regional administration that can be valued in monetary terms,
including all forms of wealth related to regional rights and obligations. Local Own-Source Revenue (PAD) is all local government
revenue derived from the region's own economic sources. The optimization of Local Own-Source Revenue should be supported
by efforts from the Local Government with improving the quality of public services. The main obstacle faced by local governments
in implementing regional autonomy is the lack of revenue from Local Own-Source Revenue (PAD). The low proportion of Local
Own-Source Revenue (PAD), on the other hand, means that local governments have a low degree of freedom in managing regional
finances. Most expenditures, both routine and development, are financed from the Balance Fund, especially the General
Allocation Fund. A short-term alternative to increase local government revenue is to explore Local Own-Source Revenue (Astuti
etal, 2021).

E. Total Labor Force

The labor force is the part of the workforce that is actually involved or trying to get involved, or trying to get involved in the
production of goods and services. Therefore, the labor force consists of residents whose main activity during the past week was
working (K) and residents who are currently looking for work (MP). The labor force is categorized as working if they worked for at
least 1 hour during the past week for productive activities. before the census is conducted. Job seekers are individuals whose main
activity is looking for work, or who are temporarily looking for work and have not worked for at least one hour during the past
week. Thus, the labor force can be formulated through the following identity equation: AK = K + MP. The sum of the numbers of
the workforce in economic terms is referred to as labor supply. Meanwhile, residents who are classified as workers or laborers
are included in labor demand. The workforce or manpower consists of the labor force and the non-labor force. The labor force
consists of the employed and the unemployed and job seekers. The non-working population consists of people who are studying,
those who take care of the household, and other income earners (Lim, 2024).

F. Number of Unemployed

Unemployment is a situation in which a person who belongs to the labor force (aged 15-64) wants to get a job but has not been
able to find one. Unemployment is a situation in which a person wants to work but cannot find a job. Unemployment is defined
as someone who is classified as part of the workforce and wants to find work but has not yet been able to do so. Unemployment
is defined as someone who is classified as part of the workforce and is actively seeking work at a certain wage

level but has not been able to find the desired job. Unemployment is a measure used when someone does not have a job. but
they have been actively seeking employment in the last four weeks (Sain & Bozkrut, 2023).

l1l. METHODOLOGY

The type of research used in this study is quantitative research with an associative approach. This research was conducted
in West Nusa Tenggara Province from 2018 to 2024. Data collection techniques included documentation and literature study, as
well as case study methods. The data type was secondary data sourced from the Central Statistics Agency.

Analysis of the data analysis procedure in this study uses panel data analysis. Panel data is a type of data collected
sequentially over a certain period. This data is a combination of cross-sectional data and time series data. The cross-sectional
characteristic is evident from the presence of more than one entity (individual) in the data, while the time series characteristic is
indicated by each individual having several observations in various periods. The panel data analysis in this study is as follows:
Panel Data Regression Model
Yie= Bo+B1Xuit +B2Xait+B3X3it+BAX4it+B5X5it + eit
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Description:

Yit= Labor absorption in region i and period t

Xiit = Gross Regional Domestic Product in region i and period t
Xa2it= Minimum wage in district/city in region i and period t
Xsit = Local revenue in region i and period t

X4it= Number of workers in region i and period t

X5it= Number of unemployed in region i and period t

Bo = Constant

A. Panel Data Model Estimation

There are three alternative approaches in estimation methods using panel data regression techniques, namely the Common
Effect Model or Pool Least Square (CEM), Fixed Effect Model (FEM), and Random Effect Model (REM), each of which has its own
processing method.

1. Common Effect Model (CEM)

The Common Effect Model is the simplest model in panel data regression, where time series and cross-section data are
combined into one without considering individual or time differences. This model assumes that the behavior of data between
individuals remains the same throughout the observed period. However, the main drawback of this approach is its incompatibility
with real-world conditions, as each object can have different characteristics, both between individuals and across different time
periods.

2. Fixed Effect Model (FEM)

The Fixed Effect Model is a panel data estimation method that allows for relationships between time and between individuals
in disturbance variables. This approach uses dummy variable techniques to capture differences in intercepts between individuals
or companies, so it is often referred to as Least Squares Dummy Variable (LSDV). This model assumes that each individual has a
different intercept but remains constant over time. The advantage of this method is its ability to distinguish between individual
effects and time effects without having to assume that the error component is uncorrelated with the independent variables.

3. Random Effect Model (REM)

In the Fixed Effect model, the addition of dummy variables to capture ignorance of the actual model has a weakness, namely a
reduction in the degree of freedom, which can reduce the efficiency of parameter estimation. To overcome this limitation, the
Random Effect model was developed. This model utilizes error terms in the panel data estimation process, with the possibility of
inter-temporal and inter-individual relationships. The approach used in this model is Generalized Least Squares (GLS), which has
the main advantage of overcoming the problem of heteroscedasticity.

B. Selection of Panel Data Regression Models

Before performing regression on panel data, researchers need to conduct several model specification tests to ensure the most
appropriate estimation. There are three types of model specification tests that are commonly used, namely the Chow Test and
the Hausman Test. The explanations of these two tests are as follows:
1. Lagrange Multiplier Test

The Lagrange Multiplier Test is used to choose between the Common Effect Model (CEM) and the Random Effect Model

(REM). This test, developed by Breusch-Pagan, uses OLS residuals. If the Cross-Section Breusch-Pagan value is > 0.05, then HO is
accepted and CEM is chosen. If the value is < 0.05, then HO is rejected and REM is used. Hypothesis:
HO: Common Effect Model (CEM)
H1: Random Effect Model (REM)
2. Chow Test/Likelihood Ratio Test
The Chow test is used to determine whether the Common Effect Model (CEM) or Fixed Effect Model (FEM) is more appropriate.
In EViews, the analysis is performed on the Cross-Section F Prob value.
Criteria:
If the P value > 0.05, HO is accepted - use CEM
If the P value < 0.05, HO is rejected = use FEM
Hypothesis:
HO: Common Effect Model (CEM)
H1: Fixed Effect Model (FEM)
3. Hausman Test

The Hausman test is used to determine the best model between the Random Effect Model (REM) and the Fixed Effect Model
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(FEM). In EViews, the results are seen in the Cross-Section Random Prob. value.
Criteria:

If the P value > 0.05, HO is accepted - use REM

If the P value < 0.05, HO is rejected = use FEM

Hypothesis:

HO: Random Effect Model (REM)

H1: Fixed Effect Model (FEM)

C. Classical Assumption Test
According to Basuki (2015), in panel data regression models, not all classical assumption tests need to be performed. The only
tests required are heteroscedasticity and multicollinearity tests, as these two aspects affect the accuracy of model estimation.
1. Uji Heteroskedastisitas
The heteroscedasticity test is used to test whether there is inequality in the variance of residual values from one observation to
another in regression (Ghozali, 2018). In this study, to determine the presence or absence of heteroscedasticity, the Glejser test
was used, which requires that if the probability of significance occurs heteroscedasticity (Ghozali, 2018) above 5% or 0.05, then
the basis for decision making is as follows:
e If the p-value is 2 0.05, then HO is accepted, meaning that there is no heteroscedasticity issue.
¢ If the p-value is £ 0.05, then HO is rejected, meaning that there is a heteroscedasticity issue.
2. Multicollinearity Test

The multicollinearity test aims to examine whether the regression model finds high or perfect correlations between independent
variables (Imam Ghozali, 2009). A good regression model should not have correlations between independent variables. According
to Ghozali (2018; 71), the multicollinearity test aims to examine whether the regression model finds correlations between
independent variables. The basis for decision making in this test is as follows (Ghozali, 2018: 112).
1. If the correlation value is > 0.80, then there is a problem of multicollinearity.
2. If the correlation value is < 0.80, then there is no problem of multicollinearity.

D. Hypothesis Testing
1. Partial Test (t-test)
The conditions for partial tests are as follows:

a. If the probability (significance) < 0.05 or the calculated t > the table t, then Ho is rejected and Ha is accepted. b. If the
probability (significance) > 0.05 or the calculated t < the table t, then Ho is accepted and Ha is rejected. 2. Simultaneous Test (F
Test)

The conditions for the F-test are as follows:

a. If the significance value is < 0.05 or Hp is rejected and Ha is accepted, it means that the independent variables collectively
(simultaneously) have a significant effect on the dependent variable.

b. If the significance value is > 0.05 or Hp is accepted and Ha is rejected, it means that the independent variables collectively
(simultaneously) do not have a significant effect on the dependent variable.

3. Coefficient of Determination (R?)

The Adjusted Coefficient (R?) aims to determine the extent to which the variation in the independent variable can adequately

explain the variation in the dependent variable. The Adjusted Coefficient (R?) is used to measure the goodness of a model. It is a

number that gives the proportion or percentage of the total variation in the dependent variable (Y) explained by the independent

variable (X) (Gujarati, 2005). The perfect R? value is one, which means that all dependent variation can be fully explained by the

independent variables intended in the model.

Where 0 < R? < 1 the following can be taken:

« If the R? value is close to 1, then there is a relationship between the independent variable and the dependent variable.  If the

R? value is close to 0, then there is no relationship between the independent variable and the dependent variable.

VI. RESULTS AND DISCUSSION

A. Panel Data Regression Analysis Measurement

The measurements used to observe the effect of GRDP, minimum wage, local revenue, labor force, and unemployment on labor
absorption, both partially and simultaneously, were measured using statistical testing with the following panel data regression
model:
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1. Chow Test

The Chow test is conducted to determine the superiority between the common effect model and the fixed effect model in terms
of effectiveness in a study. The hypothesis in the Chow test is as follows: HO: Common Effect Model (CEM) H1: Fixed Effect Model
(FEM) If the specification test results show a Redundant Fixed Effect probability > 0.05, then HO is accepted. Conversely, if the
Redundant Fixed Effect probability < 0.05, then the Fixed Effect Model is selected or HO is rejected. The following are the results
of the Chow test using the Redundant Fixed Effect-Likelihood Ratio.

Redundant Fixed Fffects Teasts
Equation: Untitled
Tesl cross seclion lixed aellacls

Effacls Tesl Statistic d,.[. Prob

Cross-section F 181.97 7960 (9,64) 0.0000
Cross-section Chi-square 259 164214 9 0 0000

Referring to Table the Chow Test results show that the cross-section F probability value is 0.0000, which is smaller than the
significance level of 0.05 (0.0000 < 0.05). Based on these results, the null hypothesis (HO) is rejected and the alternative hypothesis
(H1) is accepted. Therefore, the appropriate model to use is the Fixed Effect Model. 104 Since the Fixed Effect Model was selected
as the initial model, the next step is to perform the Hausman Test to determine whether the most appropriate model to use in
this study is the Fixed Effect Model or the Random Effect Model.

2. Hausman test

The choice between the Fixed Effect Model and the Random Effect Model is made through the Hausman Test. If the cross-section
random probability value exceeds the significance level of a = 0.05, then the null hypothesis (HO) is accepted. Conversely, if the
probability value is less than a, then the alternative hypothesis (H1) is accepted. The hypotheses in the Hausman Test are as
follows:

HO : Random Effect Model

H1 : Fixed Effect Model

Correlated Random Effects - Hausman Test

Equation: Untitled

Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 15.401510 5 0.0088

Source: data processed using Eviews 13, 2025

Referring to the Hausman Test Table, it shows that the probability value for cross-section random is 0.0088, which exceeds the
significance level of 0.05 (0.1249 > 0.05). Thus, the alternative hypothesis (H1) is accepted and the null hypothesis (HO) is rejected.
This indicates that the most appropriate model to use is Fix Effect. Furthermore, it is not necessary to conduct a Langerang
Multiplier test because at this stage the best model is the fixed effect model.

B. Best Panel Data Regression Model

Based on previous tests, the best model used in this study is the Fixed Effect Model.

Variable Coefficient Std. Error t-Statistic Prob.

C35306.63 37527.18 0.940828 0.3503

X11.162950 3.893743 0.298672 0.7662

X2 0.077862 0.016029 4.857719 0.0000

X3 1.74E-07 7.21E-08 2.419712 0.0184

X4 0.018367 0.073509 0.249860 0.8035

X5 4.922812 69.39787 0.070936 0.9437

Effects Specification

Cross-section fixed (dummy variables)

R-squared 0.976363 Mean dependent var 250922.5
Adjusted R-squared 0.971192 S.D. dependent var 185153.6

S.E. of regression 31425.82 Akaike info criterion 23.71783

Sum squared resid 6.32E+10 Schwarz criterion 24.16772
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Log likelihood -921.8543 Hannan-Quinn criter. 23.89807
F-statistic 188.8291 Durbin-Watson stat 0.521684
Prob(F-statistic) 0.000000

Source: data processed using Eviews 13, 2025

Based on the table above, the regression model equation can be seen as follows: Y = 35306. 6332204 + 1.16295025705 X1 +

0.0778620329562 X2 + 1.74468110883e-07 X3 + 0.0183669136052 X4 + 4.92281239707 X5 Description:

Y = Employment Absorption

X1= Gross Regional Domestic Product X3= Local Revenue X5= Number of Unemployed X2 = Minimum Wage for Regencies/Cities

X4= Total Labor Force

Based on the panel data regression equation above, then:

1. The value of the C coefficient is 353064, which means that if the variables of GRDP, UMK, PAD, total workforce, and

unemployment are constant, then the value of labor absorption (Y) is 353064 percent.

2. The GDP variable coefficient value is 1.16295, which indicates a positive relationship between the GDP variable and labor

absorption. When there is a 1 percent increase in GDP, the labor absorption rate in NTB will increase by 1.2 percent, assuming

other variables remain constant.

3. The UMK variable coefficient value is 0.0778, which indicates a positive relationship between the UMK variable and labor
absorption. When there is a 1 percent increase in UMK, the labor absorption rate in NTB will increase by 0.07 percent,
assuming other variables remain constant.

4. The PAD variable coefficient value is 1.7446, which means that there is a positive relationship between the PAD variable and
labor absorption. When there is a 1 percent increase in PAD, the level of labor absorption in NTB will increase by 1.7 percent,
assuming that other variables remain constant.

5. The coefficient value of the Labor Force variable is 0.0183, which can be interpreted as a positive relationship between the
Labor Force variable and labor absorption. When there is a 1% increase in GRDP, the level of Labor Absorption in NTB will
increase by 0.01%, assuming other variables remain constant.

6. The coefficient value of the Unemployment variable is 4.92281, which means that there is a negative relationship between the
Unemployment variable and labor absorption. When there is a 1 percent increase in Unemployment, the level of Labor
Absorption in NTB will decrease by 4.9 percent, assuming that other variables remain constant.

C. classical assumptions test

According to Basuki (2015), in panel data regression models, not all classical assumption tests need to be performed. The only

tests required are heteroscedasticity and multicollinearity tests, as these two aspects affect the accuracy of model estimation.

1. Multicollinearity Test

X1 X2 X3 X4 X5
1.000000 0.180699 0.523220 -0.025806 -0.102026
0.180699 1.000000 0.135401 -0.112565 0.027482
0.523220 0.135401 1.000000 -0.042921 0.015212
-0.025806 -0.112565 -0.042921 1.000000 -0.037360
-0.102026 0.027482 0.015212 -0.037360 1.000000

Source: data processed using Eviews 13, 2025

Based on the test results, to see the Multicollinearity value, looking at the correlation value between variables below 0.8 means
that there is no multicollinearity problem between independent variables. Therefore, it can be concluded that there is no
multicollinearity in this equation.
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2. Heteroscedasticity Test
Dependent Variable: ABS(RESID)
Method: Panel Least Squares
Date: 08/20/25 Time: 19:45
Sample: 2017 2024
Periods included: 8
Cross-sections included: 10
Total panel {unbalanced) observations: 79

Variable Coefficient Std. Error t-Statistic Prob.

C-85025.0157083.99 -1.489472 0.1407
X1 10.233'72 1.707533 5.993281 0.1108
X2 0.025955 0.026697 0.972214 0.3342
X3 2.10E-07 6.59E-08 3.194227 0.5020
X4 -0.138982 0.134351 -1.034472 0.3043
X5 75.72869 124.8750 0.606436 0.5461

Source: data processed using Eviews 13, 2025

Based on the results of the heteroscedasticity test, the average probability value is above 5%, so the heteroscedasticity test in
the classical assumption test meets the requirements.

D. Hypothesis Testing

The accuracy of the sample regression function in estimating actual values can be measured by testing the suitability of the model.
There are four stages of hypothesis testing in this study, namely partial testing (t-test), simultaneous testing (F-test),
determination testing (R2), and dominant testing (Beta Coefficient), as follows:

1. Partial Test (T-test)

This t-test shows the extent to which each independent variable individually influences the variation in the
dependent variable. The t-test can be performed by comparing the calculated t with the table t (Ghozali, 2018). At a significance
level of 5% with the following test criteria:

e If tcount < ttable and p-value > 0.05, then HO is accepted and H1 is rejected, which means that one of the independent variables

does not significantly affect the dependent variable.

e |f tcount > ttable and p-value < 0.05, then H1 is accepted and HO is rejected, meaning that one of the independent variables
significantly affects the dependent variable.

Variable Coefficient Std. Error t-Statistic Prob.
C 35306.63 37527.18 0.940828 0.3503
X11.162950 3.893743 0.298672 0.7662

X2 0.077862 0.016029 4.857719 0.0000

X3 1.74E-07 7.21E-08 2.419712 0.0184

X4 0.018367 0.073509 0.249860 0.8035

X5 4.922812 69.39787 0.070936 0.9437
Source: data processed using Eviews 13, 2025

Based on the regression results, the t-test results show the significance of each research variable as follows:

1. The PDRB variable shows a p-value of 0.7662, which is greater than the alpha level of 0.05 or 5%. This means that the PDRB
variable does not have a significant partial effect on labor absorption.

2. The UMK variable shows a p-value probability of 0.000, which is less than the alpha level of 0.05 or 5%. This means that the
UMK variable has a significant partial effect on Labor Absorption.

3. The PAD variable shows a p-value of 0.0184, which is less than the alpha level of 0.05 or 5%. This means that the PAD variable
has a significant partial effect on Labor Absorption.

4. The Labor Force variable shows a p-value probability of 0.8093, which is greater than the alpha level of 0.05 or 5%. This means
that the Labor Force variable does not have a significant partial effect on Labor Absorption.

5. The Unemployment variable shows a p-value probability of 0.943, which is greater than the alpha level of 0.05 or 5%. This
means that the Unemployment variable does not have a significant partial effect on Labor Absorption.
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2. Simultaneous Test (F Test)
The F test is used to assess the extent to which all independent variables simultaneously explain the dependent variable. This
test aims to determine whether the independent variables observed together have a significant effect on the dependent variable.
According to Ghozali (2018), the F test is performed by comparing the calculated F value with the Ftable at a significance level of
< 0.05. The testing criteria are as follows:
¢ If Fcount > Ftable and the p-value of the F-statistic < 0.05, then HO is rejected and H1 is accepted, which means that the
independent variables jointly influence the dependent variables.
¢ If Fcount < Ftable and the p-value of the F-statistic > 0.05, then H1 is rejected and HO is accepted, which means that the variables.
F-statistic 188.8291 Durbin-Watson stat Prob(F-statistic) 0.000000
Source: data processed using Eviews 13.2025
Based on the table above, according to the regression results using the Fixed Effect Model (FEM), the prob fstatistic value is
0.00001, which is less than the significance level of 0.05 or 5%, meaning that the independent variables, namely GRDP, UMK, PAD,
Labor Force, and Unemployment simultaneously affect Labor Absorption in the Regencies/Cities of NTB Province in 2022-2024.

3. Testing the Coefficient of Determination (R Square)

The coefficient of determination describes how much influence the independent variable has on the dependent variable. The
closer the value is to one, the greater the ability of the independent variable to explain the variation in the dependent variable.
Conversely, if the value is close to zero, it indicates that the independent variable has little or almost no ability to explain the
changes in the dependent variable.

R-squared 0.976363

Adjusted R-squared 0.971192

Source: data processed using Eviews 13.2025

Based on the table above, the regression results show an Adjusted R-squared value of 0.976363. This value is close to 1, indicating
that independent variables such as GRDP, UMK, PAD, Total Labor Force, and Unemployment can explain 57.7% of the variation
in the dependent variable, namely Labor Absorption. The remaining 3.9% can be explained by other variables not included in this
study.

E. DISCUSSION

1. The Effect of GRDP on Labor Absorption

Gross Regional Domestic Product (GRDP) is often used as the main indicator of economic growth in a region, but in the regencies
and cities of West Nusa Tenggara (NTB), GRDP does not show a significant effect on employment. This is due to the characteristics
of economic growth in NTB, which tends not to absorb labor proportionally. RDBP growth is mostly driven by capital- or
technology-intensive sectors, so that increases in economic output are not accompanied by significant increases in the number
of workers.

The economic structure of NTB, which is still dominated by the informal sector and agriculture with low productivity,
is the main factor why GRDP does not have a significant effect on employment. These sectors have low labor elasticity to economic
growth, so even though GRDP increases, employment does not experience significant changes. In addition, an increase in GRDP
can also occur due to efficiency and productivity improvements without the need to increase the number of workers, so that the
impact on employment is limited.

Previous research conducted in 2020-2022 in NTB showed that GRDP per capita had a positive but insignificant effect
on employment. The study also found that other variables such as average length of schooling and district/city minimum wages
also had no significant effect. These findings indicate that factors such as human resource quality and socioeconomic conditions
are more decisive in determining a region's ability to absorb labor than relying solely on macroeconomic growth.

Several previous studies indicate that although GRDP tends to increase, this does not directly have a significant impact
on increasing employment in the region. For example, research conducted by the Ulil Albab Institute (2020-2022) found that the
variable of GRDP per capita ADHK had a positive but insignificant effect on employment in NTB, which means that an increase in
GRDP does not automatically lead to a significant increase in the number of people employed.

In addition, data from the NTB Central Statistics Agency also supports this finding, whereby the increase in GRDP
during 2021-2024 was not accompanied by a proportional increase in labor absorption. This could be due to the economic
structure of NTB, which is still dominated by sectors with low labor intensity, or a mismatch between economic growth and labor
demand.
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2. The Effect of Minimum Wage on Labor Absorption

The District/City Minimum Wage (UMK) is one of the policy instruments that plays an important role in determining the welfare
of workers and influencing the dynamics of the labor market. In the regencies and cities of West Nusa Tenggara (NTB), the UMK
has been shown to have a significant effect on labor absorption. This can be explained by labor economics theory, which states
that wages are the main incentive for individuals to enter the labor market. When the UMK increases, the attractiveness of formal
employment also increases, encouraging more people to seek and accept jobs in the formal sector.

According to the theory of labor supply and demand, higher wages (in this case, the minimum wage) can increase the
supply of labor because workers feel more motivated to work. On the other hand, despite concerns that an increase in the
minimum wage could increase production costs and reduce labor demand, in NTB, the increase in the minimum wage has actually
encouraged an increase in worker productivity and purchasing power. This has led to an increase in demand for goods and
services, which in turn has encouraged companies to absorb more labor to meet increased market demand. Furthermore, the
efficiency wage theory explains that higher wages can increase worker motivation and productivity, reducing absenteeism and
labor turnover. In NTB, the increase in the minimum wage provides an incentive for workers to work better and stay longer with
the company, so that companies tend to retain or even increase the number of workers. Thus, a higher minimum wage not only
improves the welfare of workers but also contributes to stability and increased labor absorption.

Previous studies also support this analysis. A study by Prasetyo and Lestari (2021) shows that the minimum wage has
a positive and significant effect on employment in NTB, especially in the manufacturing and service sectors. Another study by
Hidayat and Sari (2020) confirms that an increase in the minimum wage boosts people's purchasing power, which in turn drives
the growth of small and medium-sized enterprises, the main employers in the region. Therefore, a policy to increase the minimum
wage in NTB could be an effective strategy to increase employment and improve workers' welfare.

The District/City Minimum Wage (UMK) in NTB during the 2021-2024 period has a significant effect on labor
absorption. An increase in the UMK that is adjusted to regional economic conditions increases workers' purchasing power, which
in turn drives productivity and labor absorption, especially in the formal and informal sectors. Empirical data from research in
NTB shows that an increase in the UMK is directly proportional to an increase in the number of workers absorbed into the local
labor market.

Research by Yolanda et al. (2025) found that provincial minimum wages have a positive effect on labor absorption in
NTB, although the effect is not always significant in part, but overall minimum wages play a major supporting role in labor
absorption. In addition, another study by Chamdani & Indradjaja (2024) confirms that adequate minimum wage policies can
improve worker welfare and labor market stability, thereby promoting better labor absorption in NTB.

3. The Effect of PAD on Labor Absorption

Local Own-Source Revenue (PAD) is an important source of finance for local governments that can be used to fund various
development programs, including job creation. In the regencies and cities of West Nusa Tenggara (NTB), PAD has a significant
impact on employment. This can be explained by economic development theory, which emphasizes the role of local governments
in promoting local economic growth through resource management and public investment. With increased PAD, local
governments have greater capacity to finance infrastructure projects, public services, and community empowerment programs
that directly or indirectly increase employment.

According to the multiplier effect theory in development economics, an increase in PAD enables local governments
to engage in capital and operational spending that can stimulate economic activity in various sectors. For example, infrastructure
development such as roads, markets, and other public facilities will open up new job opportunities both directly in the
construction sector and indirectly through increased productivity and market access for local businesses. Thus, an increase in PAD
contributes to an increase in labor demand in various economic sectors in NTB.

In addition, the theory of the government's role in the economy states that local governments with adequate financial
resources can provide incentives, training, and support to small and medium-sized enterprises (SMEs), which are the main
employers in NTB. Increased PAD enables the government to strengthen SME development programs, thereby increasing
production capacity and employment. This is particularly important given that NTB's economy is still dominated by the informal
sector and SMEs.

Local Own-Source Revenue (PAD) plays an important role in driving employment in regencies/cities in West Nusa
Tenggara Province (NTB). Increased PAD indicates the fiscal capacity of the region to finance infrastructure development and local
economic development programs. With increased PAD, local governments can expand investment in small and medium industries
and labor-intensive service sectors, thereby creating new jobs for the community. This is in line with research findings that show
PAD has a positive and significant effect on employment in NTB (Sari, 2022).
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Data from the Central Statistics Agency (BPS) of NTB supports the positive relationship between PAD and employment. In the
2017-2021 period, several districts in NTB that experienced an increase in PAD also showed an increase in the number of workers
employed, particularly in the small and medium-sized industrial sector. Quantitative research using panel data from 10
districts/cities in NTB found that the variables of investment, business units, and added value of the industrial sector funded by
PAD were able to explain 88.14% of the variation in employment (R-Squared = 0.881) (Putra & Dewi, 2023). These findings confirm
that effective PAD management can strengthen regional capacity in creating jobs.

Therefore, optimizing PAD management is key to increasing employment in NTB. Local governments need to prioritize the use
of PAD to support the development of small and medium-sized industries, which have proven capable of absorbing large numbers
of workers. In addition, increasing PAD must be accompanied by policies that support the investment climate and local business
development so that the positive impact on employment can be maximized. Thus, PAD is not only a source of revenue, but also
a strategic instrument in economic development and poverty alleviation in NTB.

4. The Effect of Labor Force Size on Labor Absorption

The Effect of Labor Force Size on Labor Absorption In the regencies and cities of West Nusa Tenggara (NTB), the size of the labor
force does not have a significant effect on labor absorption. This may be because an increase in the size of the labor force is not
always accompanied by an increase in adequate employment opportunities. In other words, even though the number of people
who are ready and able to work has increased, the availability of jobs in NTB has not been able to optimally absorb the entire
labor force.

According to classical labor market theory, labor absorption is influenced by the balance between labor supply and
demand. In the context of NTB, even though the supply of labor (the number of workers) has increased, the demand for labor
from both the formal and informal sectors is not yet strong enough to absorb the entire workforce. This may be due to limited
investment, low productivity in the business sector, and a lack of development in labor-intensive industries, so that labor
absorption has not increased significantly even though the number of workers has increased.

In addition, the theory of labor market disequilibrium explains that a mismatch between labor skills and labor market

needs can cause a large workforce to not be directly proportional to labor absorption. In NTB, many workers do not have the skills
or education that match the needs of the labor market, making it difficult for them to find formal employment. This situation
means that an increase in the labor force does not automatically lead to an increase in employment.
Analysis of data and research in districts/cities in West Nusa Tenggara (NTB) shows that the size of the labor force has no
significant effect on labor absorption. Data from the NTB Central Statistics Agency for the 2020-2022 period shows that even
though the labor force has increased, employment has not increased proportionally. This indicates an imbalance between labor
force growth and labor market capacity in the region. Empirical research using a panel data regression model also found that the
labor force variable did not contribute significantly to increasing labor absorption, unlike other variables such as per capita GRDP,
average length of schooling, and minimum wage, which also did not show a statistically significant effect.

The main factors causing the insignificant effect of the labor force on employment absorption are the skills mismatch
between the labor force and market needs, as well as limited job opportunities. The quality of human resources that is not yet in
line with industry demands and suboptimal regional economic growth have resulted in labor absorption being unable to keep
pace with the growth of the workforce. This condition has led to structural unemployment and indicates that increasing the
guantity of the workforce without improving its quality and creating adequate job opportunities will not be effective in reducing
unemployment.

Thus, policies aimed at increasing labor absorption in NTB should focus more on improving the quality of the
workforce through relevant education and training, as well as creating jobs that are in line with market needs. This effort is
important to address the imbalance between the size of the workforce and the available job opportunities, thereby improving
the welfare of the people in the regencies/cities of NTB in a sustainable manner. This approach is supported by various studies
and statistical data showing that the size of the workforce is not the main variable determining labor absorption in the region.

5. The Effect of Unemployment on Labor Absorption

The unemployment rate is often considered a key indicator in labor market analysis, but in the regencies and cities of West Nusa
Tenggara (NTB), unemployment does not have a significant effect on labor absorption. This can be explained by the fact that
recorded unemployment does not always directly reflect the dynamics of labor absorption. For example, high open
unemployment may be caused by structural factors such as skills mismatch or the imbalance between labor demand and supply,
so that changes in the unemployment rate do not automatically affect the number of workers absorbed. According to labor
market theory, labor absorption is influenced by the balance between labor demand and supply. In the context of NTB, even
though the unemployment rate is high, this does not mean that labor absorption will decrease significantly because labor
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absorption is more influenced by factors such as investment, labor policies, and macroeconomic conditions. In other words,
unemployment is the result of an imbalance in the labor market, not a direct cause of labor absorption.

Previous studies also support this analysis. A study by Sari and Putra (2021) shows that the unemployment rate in
NTB does not have a significant effect on labor absorption due to skills mismatch and low investment in labor-intensive sectors.
Another study by Hidayat and Wulandari (2020) confirms that factors such as increased investment, development of the small
and medium enterprise sector, and improved education quality play a greater role in increasing labor absorption than relying
solely on changes in the unemployment rate. Therefore, high unemployment is not always a direct obstacle to labor absorption
in NTB.

An analysis of the impact of unemployment rates on labor absorption in districts/cities in West Nusa Tenggara (NTB)
shows that unemployment does not have a significant effect on labor absorption. Data from the NTB Central Statistics Agency for
the 2020-2022 period shows that even though the unemployment rate fluctuates, labor absorption does not show a significant
correlation with changes in the unemployment rate. Research conducted by Muhira and Irawan (2023) using a panel data
regression model also found that the unemployment rate variable did not contribute significantly to explaining variations in labor
absorption in NTB. This indicates that unemployment is not a major variable affecting the labor market's ability to absorb new
workers.

One of the reasons why unemployment has no significant effect on labor absorption is the existence of more
dominant structural factors and human resource quality. Even though the unemployment rate is high, it does not automatically
lead to an increase in labor absorption due to limited job opportunities and a mismatch between job seekers' skills and industry
needs. This condition is reinforced by the findings of Bella (2018) and Arsyad (2010), who state that labor quality and regional
economic conditions play a greater role in determining labor absorption than the unemployment rate alone. Thus, high
unemployment does not always mean that the labor market will absorb more new workers.

Therefore, employment policies in NTB need to focus on improving the quality of human resources through education
and training that is in line with labor market needs, as well as the creation of sustainable employment. This effort is important to
overcome structural unemployment and increase effective labor absorption. This approach is supported by various studies and
statistical data showing that unemployment as a single variable is not sufficient to explain the dynamics
of labor absorption in NTB (Muhira & Irawan, 2023).

V. CONCLUSIONS

1. Overall employment absorption increased, despite a decline in 2018 due to earthquakes and economic slowdown. After that,
employment continued to grow, reaching its peak in 2024. East Lombok and Central Lombok regencies were the areas with the
highest employment throughout the observation period. This shows that both regions have strong economic capacity and
productive sectors (agriculture, trade, tourism) in terms of employment. Bima City and West Sumbawa Regency were the regions
with the lowest employment, indicating that the economic structure of these areas is still limited and needs investment or job
diversification. Mataram City experienced quite sharp fluctuations, with a downward trend in absorption after 2021. This could
be due to the transformation from the informal to the formal sector or high population mobility (urban shifting) that is not directly
absorbed by the labor market. Post-pandemic recovery is progressing positively, as seen from the significant increase in 2022—
2024 in almost all regencies/cities.

2. Based on the analysis results, it can be concluded that of the five variables used in this study, two variables have a positive and
significant effect on labor absorption, namely the district/city minimum wage (UMK) and local revenue (PAD). Meanwhile, the
gross regional domestic product (PDRB) variable has a positive but insignificant effect, the labor force has a positive but
insignificant effect, and the number of unemployed has a positive but insignificant effect on labor absorption.
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