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Abstract. This research aims to determine the analysis of the influence of HDI,
capital expenditure, inflation on labor absorption in Indonesia in 2010-2022. This
research is research using a quantitative approach. Indonesia's employment issues
are complex, one of which is marked by the steadily rising unemployment rate,
which is a major obstacle to national development. According to Statistics
Indonesia (BPS) data, unemployment remains a crucial challenge, primarily due
to government capital spending, inflation, and fluctuations in the Human
Development Index (HDI). This phenomenon highlights the urgency of
strengthening economic policies that can expand employment opportunities and
improve public welfare. The data used is secondary data obtained through related
agencies which has been compiled and published. The independent variables
used in this research are HDI, Capital Expenditures and Inflation, while the
dependent variable is Labor Absorption. The analytical method used in this
research is multiple regression. The research results show that partially the HDI
variable does not have a significant and positive influence on Labor Absorption,
then the Capital Expenditure variable has a significant and negative influence on
Labor Absorption, and the Inflation variable has a significant and positive
influence on Labor Absorption. Simultaneously the variables HDI, Capital
Expenditures, Inflation have a significant and positive influence on Labor
Absorption.
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1 Introduction

Indonesia is one of many countries facing labor issues. The problem in
question is the rising unemployment rate, which is known to hamper de-
velopment. Development has various meanings: it is a multidimensional
process encompassing significant changes in social structures, societal
attitudes, and national and local institutions, as well as accelerating eco-
nomic growth, unemployment, inequality, and poverty alleviation [1].
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The success of a government can be measured by its success in
creating jobs for its citizens [2]. The creation of high employment oppor-
tunities will impact the public's purchasing power, thereby improving
public welfare. Efforts to increase economic income require hard work
and a challenging struggle. This requires collaboration from all parties,
including the private sector, the government, and the community [3].The
ideal expectation is that policy interventions targeting unemployment
and inflation will yield consistent, significant advances in human devel-
opment and living standards. In practice, structural mismatches such as
the lack of jobs that match local labor skills, persistent poverty despite
employment, and inflation shocks that do not always translate directly
into lower HDI undermine these expectations. Moreover, the limited im-
pact of policy measures is compounded by broader social, institutional,
and market challenges not fully captured by theoretical models [4].

Highlighting this gap underscores the importance of integrating
context-specific factors into economic policymaking. Indonesian’s expe-
rience illustrates that standard solutions may not yield expected out-
comes without addressing underlying labor market frictions, education
quality, and the resilience of socio-economic institutions. Thus, under-
standing this discrepancy is crucial for designing more effective, evi-
dence-based policies to achieve sustainable development objectives in
the region|[5].

This research uniquely applies recent time-series data (2010-2022)
to analyze the complex interplay between HDI, capital expenditure and
inflation on labor absorption in Indonesian providing an updated empir-
ical evaluation relevant to current regional conditions[6]. This study dis-
tinguishes itself by explicitly examining the direct effects of the HDI,
revealing that both the HDI and government spending significantly affect
employment directly, and both have a significant effect on employment
offering a nuanced and context-sensitive view often missing from
prevous studies [7]. By identifying and emphasizing the contextual gap
between theory and empirical reality in Indonesia, this study highlights
the limited explanatory power of classical growth models for local de-
velopment, thus encouraging policymakers to adopt more localized and
diversified development strategies. These findings contribute to the labor
literature by demonstrating the specific dynamics of economic and hu-
man development in Indonesia, which differ from national patterns, and
by recommending policy interventions tailored to this socioeconomic
structure [8].
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2. Method
2.1. Research Design

This study uses a quantitative approach with path analysis to examine the direct and
indirect effects of economic variables (unemployment and inflation) on the Human De-
velopment Index (HDI) and economic growth in Indonesia.

2.2. Data Collection and Sampling Techniques

The data source for this study is secondary data in the form of time series data taken
from 2010 to 2022, with the main source coming from official publications of the Cen-
tral Statistics Agency (BPS) of Indonesia and other related institutions. This study used
aggregate secondary data (national for 11 years), Alll annual data during that period are
analyzed as the research population, resulting in 13 observations per variable for each
year within the 2010-2022 timeframe.

2.3. Operational Variables

Human Development Index/HDI (Y'1): Measured using a composite index that includes
three main dimensions: life expectancy at birth, mean years of schooling and estimated
years of schooling, and expenditure per capita adjusted for purchasing power parity
(PPP), and Economic Growth. capital expenditure (X2): Measured as government
spending on various sectors to create jobs, Inflation (X3): Measured as the rate of in-
crease in the general price of goods and services per year (percent), (Y1): Measured
using labor absorption in the Indonesian labor market from year to year. Data pro-
cessing uses multiple linear regression analysis techniques on a two-equation model,
with each variable measured in percentages, indexes, and rupiah units according to BPS
standards.
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3. Results and Discussion

3.1. Result

Fig. 1. Results of  Normality Test Using Jarque-Bera Test

Series: Residuals
Sample 2010 2022
Observations 13

Mean 1.80e-16
Median -0.000339
Maximum 0.008301
2 Minimum -0.007450
Std. Dev. 0.005045
Skewness 0.200062
Kurtosis 2.035486

Jarque-Bera  0.590626
Probability 0.744299

-0.005 0.000 0.005 0.010
Source: reprocessed data, 2025

Based on the results of the normality test in Figure 1, the probability value is
0.744299 where 0.744299 > 0.05, so it can be concluded that the data is normally dis-
tributed so that the normality assumption is met.

To find out whether or not there is multicollinearity in the regression model, the
tolerance value and the inflation factor variance value (VIF) can be determined. The
Tolerance value measures the variability of a selected independent variable that cannot
be explained by other independent variables. So a low tolerance value is equal to a high
VIF value, because VIF = 1/tolerance, and indicates a high collinearity. The cut-off
value used is a tolerance value of 0.10 or a VIF value above 10.

Table 1. Multicollinearity Test Results

Central-
Coefficients  Uncentralized ized
Variable Variants VIVID VIVID
C 0.005893 2257.125 OR
IPM 3.93E-06 7373.673 6.232775
BM 0.001183 9630.997 5.646688
INFLATION 7.91E-07 7.104997 1.402434

Source: reprocessed data, 2025
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From table 1 above, it shows that the Centered VIF value is either X; = 6.232775,
X2 =15.646688 and X3 = 1.402434, where the value is less than 10, it can be stated that
there is no multicollinearity problem.

Table 2. Heteroscedasticity Test Results

Heteroskedasticity Test: Breusch-Pagan-Godfrey

F-statistics 2.116223 Prob. F(3,9) 0.1683
Obs* R-square 5.377189 Prob. Chi-Square(3) 0.1462
Scale explains SS 1.334344 Prob. Chi-Square(3) 0.7210

source: reprocessed data, 2025

Based on the results of the analysis, the Prob.Chi-Square value was obtained at
0.1462, meaning that the prob > of 0.05 can be concluded that heteroscedasticity does
not occur.

Table 3. . Autocorrelation Test Results Using the Breusch Godfrey Test
Breusch-Godfrey Serial Correlation LM Test:

F-statistics 0.137838 Prob. F(2.7) 0.8735
Obs* R-square 0.492571 Prob. Chi-Square(2) 0.7817

Source: reprocessed data, 2025

Based on the results of the analysis, the value of Obs*R-squared = 0.492571 and
Prob.Chi-Square is 0.7817, meaning that the prob > of 0.05 can be concluded that there
is no autocorrelation.

The results of the study analyze the influence of HDI, Capital Expenditure, and
Inflation on Labor Absorption in Indonesia, and test the truth of the hypothesis pro-
posed in this study.

Table 4. . Multiple Linear Regression Test Results

Variable Coefficients  Std. Error  t-Statistics Prob.

C 7.041941 0.076764  91.73503 0.0000
IPM 0.020575 0.001982  10.37947 0.0000
LOG_BM -0.088510 0.034398 -2.573115 0.0300
INFLATION 0.000777 0.000889  0.873718 0.4050

R-squared 0.977988 Var dependent average 8.076923



Analysis of the Influence of HDI, Capital Expenditures, Inflation ... 21

Element School depends

Customized R-square ~ 0.970651 on var 0.034006
S.E. Regression 0.005826 Akaike info criteria -7.205402
Number of resid -
squares 0.000305 Schwarz Criteria 7.031571
Possible logs 50.83511 Hannan-Quinn crister. 7.241132
F-statistics 133.2918 Durbin-Watson Statistics 1.921416
Prob(F-statistic) 0.000000

source: reprocessed data, 2025

The variables in this study are bound variables, Labor Absorption denoted by "Y",
and independent variables are HDI (X1), Capital Expenditure (X2), Inflation (X3). To
test this, multiple regression tests were used to determine the influence of independent
variables on dependent variables or the influence of HDI, Capital Expenditure, Inflation
on Labor Absorption. The common forms of equations used in this study are:

Y =a+bi X+ bXs +bsXz+e
=7.041941+ 0.020575 X1 — 0.088510 X2 + 0.000777 X3 + ¢

3.2. Interpretation and Discussion

Effect of labor absorption on HDI, capital expenditure and inflation: labor absorption
has a potive and significant effect on HDI, meaning that increasing HDI is a major
factor in the increase in the quality of human development in Indonesia. However, cap-
ital expenditure has a negative and significant effect on labor absorption—any increase
in capital expenditure will significantly increase the rate of labor absorption. This is
consistent with Okun's law, which states that increasing HDI will increase labor ab-
sorption [9].

Effect of Inflation: Inflation has a positive but insignificant effect on labour absorp-
tion, reflecting that price increases in Indonesian. Based on data processing results,
inflation has a positive and insignificant effect on labor absorption in Indonesia, with a
regression coefficient of 0.000777 and a probability of 0.4050. This means that an in-
crease or decrease in inflation will not result in a change in labor absorption. Inflation
is a crucial indicator in macroeconomic control because it has a broad impact on various
economic sectors. High inflation can be detrimental to the economy because it weakens
people's purchasing power, leading to lower consumption levels. This decline in con-
sumption can lead to slower production growth [10].

Effect of HDI on labor absorption : HDI has a positive, statistically significant effect
on labor absorption. The results of the HDI variable test show a large regression coef-
ficient value, which means that the HDI has a positive effect on labor absorption, mean-
ing that the better the HDI, the worse the labor absorption will be [11]. The significance
probability value of the HDI is 0.0000 <the specified significance value of 0.05, so it
can be concluded that the HDI has a significant effect on labor absorption.This means
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that progress in the education/health/income dimensions has a major driver of acceler-
ated labor absorption in Inodensian within the data range analyzed [12].

Effect of capital expenditure on labor absorption has a negative but statistically sig-
nificant effect on labor absorption . Based on the data processing, capital expenditure
has a negative and significant impact on the number of workers employed in Indonesia.
This effect is explained by a coefficient value of -0.088510, meaning that for every 1%
increase in capital expenditure, the number of workers employed in the economic sector
will also increase by -0.088510%, assuming variables other than capital expenditure
remain constant [13].

Comparison with Previous Studies: These findings align with several national stud-
ies, but there are important differences in the magnitude and significance of the ef-
fects—suggesting the need for specific, locally context-based policies. [14]

Implications: To accelerate economic development in Indonesia policies should
place greater emphasis on job creation and inflation control, without neglecting invest-
ment in the education and health sectors as the foundation for long-term regional
growth. These results highlight the importance of synergy between macro-social vari-
ables in regional policy formulation.

The Effect of labor absorption on HDI, inflation and capital expenditure : labor ab-
sorption has a positive and significant effect on HDI, meaning that an increase in labor
absorption is a major factor in the improve in human development in Maluku. It’s
means HDI has a positive and significant effect on labor absorption—every increase in
HDI will significantly increase the rate of labor absorption [15].

The Effect of Inflation: Inflation has a negative but insignificant effect on HDI,
reflecting that the increase in prices in Maluku during the study period was not large
enough to directly erode the labor absorption. Conversely, inflation has a negative and
significant effect on labor absorption, supporting the literature that shows the destruc-
tive effects of inflation on labor absorption [16].

The Effect of HDI on labor expenditure: HDI has a positive and statistically
significant effect on labor absorption. This means that progress in the dimensions of
education/health/income has been a major driver of labor absorption acceleration in
Indonesian within the range of data analyzed.

Comparison with Previous Studies: These findings are in line with several na-
tional studies, but there are important differences in the magnitude and significance of
the effects—indicating.

4. Conclusion.

HDI has a positive and significant effect on labor absorption in Indo-
nesia, which means that HDI has an effect on labor absorption, capital
expenditure has a negative and significant effect on labor absorption in
Indonesia, which means that the higher the capital expenditure, the more
labor absorption in Indonesia will increase, and inflation has a positive
and insignificant effect on labor absorption in Indonesia, which means
that the higher the inflation, the more labor absorption will decrease.
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Research Implications, this study adds empirical evidence regarding

the limitations of classical growth theory when applied to a regional con-
text with unique characteristics such as Indonesian and It contributes to
the literature with path analysis modeling that simultaneously examines
the direct and indirect effects of development and economic variables.

Disclosure of Interests. All authors have no competing interests to

declare about the content of this article.
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