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Abstract- Tourism industry plays an important role in the economic development of the country, because through the 
development of tourism industry, can be expected to create employment and in turn will increase the income of society as a 
whole. Based on the regression results, it shows linear equation: Y = 2,28 – 5,40 X1 + 0,79 X2 +  0,28 X3 where Y is the 
amount of travel and tourism industry employment, X1 is the score of each countries in travel and tourism,  X2 is the amount 
of international tourist arrivals and X3 is the amount of international tourism inbound receipts. The government of Indonesia 
has a high target for the visit of foreign tourists but Indonesia still lacks of infrastructure and limited communication, 
technology and information. Ministry of Tourism, Republic of Indonesia has implemented three priority programs: digital 
tourism, homestay and infrastructure (air connectivity) in 2017. As Indonesia focuses on succeeding 3 priority programs, 
then the leverage effect to increase the rank of Travel Tourism Comvetitiveness Index will be very high. After jumping 
sharply from the 70th rank in 2013 to rank 50th in 2015, the Indonesian competitiveness index raced darting up 8 ranks to 
rank 42 in 2017.  
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I. INTRODUCTION 
 
The potential development of tourism is expected to 
increase employment for the residents of the country. 
Tourism industry plays an important role in the 
economic development of the country, because 
through the development of tourism industry, can be 
expected to create employment and in turn will 
increase the income of society as a whole. So the 
development of tourism industry will be able to create 
employment opportunities, which can also 
accommodate an ever-increasing workforce every 
year. There are several benefits that are expected to 
be obtained in the development of the tourism 
industry. The benefits as follows: increasing the 
activities of several industries related to tourist 
services such as transport companies, hospitality, 
restaurants, regional arts, furniture companies and 
others. 
 
Tourism becomes a very potential industry to be 
developed as a mainstay sector, because tourism has 
multiplier effect in development in various sectors 
and is believed to be a future industry that can 
improve the quality of life for the better. In many 
countries, tourism is an important sector as a catalyst 
for economic development, because it is believed to 
increase foreign exchange and at the same time can 
increase employment opportunities for local 
communities. The need for travel will continue to 
increase in line with the increase in world’s 
population. It will increase the need for travel and 
tourism  as the effects of busy works.  
The new trend of international tourism development 
has promised many elements that will make it 
ecologically sound, economically viable and socially 

acceptable. Tourism can restore health both 
physically and spiritually and can help to create 
mutual understanding between the inhabitants who 
come with the residents of the countries they visit. 
This study aims to determine the effect of the number 
of foreign tourists visiting a country, their spending 
during the travel and the influence of competitiveness 
index of the country on labor absorption in the world. 
This study also aims to know the Indonesian 
government strategy in utilizing the development of 
tourism in the future. 
 
II. LITERATURE REVIEW 
 
Tourism industry is a powerful agent of both 
economic and social changes that stimulates 
employment and investment, alters structure of an 
economy, contributes to foreign exchange earnings 
and maintains favorable balance of payment. The 
money spent by the tourists in a country is turned 
over several times in the process and the total income 
earned from tourism is a number of times more than 
actual spending [1]. The more visitors go to a 
destination, the more hotels, restaurants, and ancillary 
tourism services are needed and the more jobs created 
[2]. 
 
According to [3], tourism bring about impact 
positively on job creation especially its capacity to 
stimulate other sectors of the economy. Based on the 
research findings with the regression analysis, it is 
found that the amount of the tourism industry, foreign 
tourist and tourism object, affect employment or the 
amount of labor absorption in Aceh Province [4]. 
Therefore, to promote the tourism industry and labor 
absorption in Aceh economy, the government 
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intervention is needed in facilitating regulation in 
tourism industry and setting the effective minimum 
wage in the effort to create more employment 
especially in tourism industry. 
 
The impacts through direct, indirect and induced 
effects and the structure of the tourism industry 
determine the economic sectors impact on a country. 
The impact of tourism on both economic growth and 
employment is clearly positive [5]. Tourism work is 
particularly attractive to women and help them to 
create decent employment. Tourism employment 
gives women ability to balance work and their family 
life [6]. To have the right position from a tourism 
view on international level, it must be increased the 
competitiveness power [7]. Competitiveness has 
become a key-word employed to approach and 
describe the sustainable development of the travel 
and tourism industry [8]. 
 
To gain insights from the results of the travel and 
tourism competitiveness index of Serbia and give a 
comparative analysis of indicative data of Serbian 
tourism competitiveness for the period between 2007 
and 2013, the research was done by [9]. By 
highlighting success factors and obstacles to travel 
and tourism competitiveness of the country and 
observing its trend in the past seven years, the travel 
and tourism competitiveness index can be used as one 
of the tool to identify if Serbian tourism policy has 
moved in the right direction and made efforts toward 
taking advantages of strengths and overcoming 
barriers that impede the development of the tourism 
industry. 
 
As the positive trends indicated by world tourism, 
both in terms of the number of tourist movements and 
their contribution in the global economy, the tourism 
of Indonesia also indicated increasing trend from year 
to year.According to [10], Indonesia will be going 
through a positive transformation in their travel and 
tourism competitiveness index. This result indicates 
that Indonesia would be able to attract more foreign 
tourists than before. In 2016, according to the world 
travel and tourism council,  the total contribution of 
travel and tourism in Indonesian labor absorption, 
including jobs indirectly supported by the industry 
was 5.6% of total employment (6,708,500 jobs). This 
is expected to rise by 1.7% in 2017 to 6,820,000 jobs 
and rise by 2.9%  to 9,080,000 jobs in 2027 (6.2% of 
total). 
 
III. METHODOLOGY 
 
This research uses secondary data from World 
Economic Forum (WEF) 2017, that presents the 

detailed rankings and scores with composing the 
Travel and Tourism Competitiveness Index 2017 for 
136 countries. However, in this study of 136 
countries in the WEF publication only 133 countries 
whose data were processed. This is because the other 
three countries were incomplete data. 
 
The method of analysis used in this research is 
quantitative analysis by using regression model as 
follow: 
Log Y = ẞ0 + ẞ1 Log X1 + ẞ2 Log X2 + ẞ3 Log X3 + 
µ 
Where : 
Y is the amount of travel and tourism industry 
employment  
X1 is the score of each countries in travel and tourism  
X2 is the amount of international tourist arrivals 
X3is the amount of international tourism inbound 
receipts 
µ is error term.  
Classic assumption test in regression analysis is done, 
consist of autocorrelation test, multicolinearity test, 
normality test and heteroscedasticity. 
 
IV. DISCUSSION 
 
Table 1 shows linear regression equation: Y = 2,28 –
5,40 X1+ 0,79 X2 + 0,28 X3. Based on the linear 
regression equation,the constant value equal to 2,28. 
That is, if X1,X2and X3does not exist, then the amount 
oftravel and tourism industry employment amounted 
to 0,36 (log 2,28).  
 
Based on the regression results, it is found that the 
variable of travel and tourism score (X1) has 
significant effect on labor absorption,with the 
coefficient of -5,40. It means that the increase of 1 
percent in travel and tourism score, will decrease 
labor absorption as much as 5,40percent if other 
variables constant.This is likely in advanced countries 
with high score, their labor absorption from the 
formal sector. However, in developing countries, 
many workers are absorbed in addition to formal 
workers as well as informal workers. 
 
Furthermore, the coefficient of foreign tourist arrivals  
as much as 0,79  has the meaning that if the amount 
of foreign tourist arrivals increase by 1 percent, then 
the labor absorption will increase by 0,79 percent if 
other variables constant. Finally, the regression 
coefficient of international tourism inbound receipts 
as much as 0,28means that 1 percent increase in 
amount of international tourism inbound receipts will 
increase by 0,28 percent in labor absorption.  

Tabel 1.The Results of Multiple Regression Analysis 
 
Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

 
t 

 
Sig. 

B Std.Error Beta 
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(Constant)   2,28 0,52  4,36 0,000 
Log Scor -5,40 1,07 -0,62 -5,06 0,000 
Log Arrival 0,79 0,12 0,80 6,67 0.000 
Log Receipt 0,28 0,09 0,39 3,14 0,002 
      
R2 0,479 
F-statistic  39,51 

Dependent Variable: Log travel and tourism industry 
employment 
 
Tourism becomes a leading industry that is expected 
to drive the wheels of the world economy. As a 
leading, its impact  can be seen from tourism 
activities that are so great on the world 
economy.Indonesia becomes an important destination 
of the world tourism and tourism becomes a strategic 
industry which is the backbone of national economy. 
In 2014 the tourism industry contributes 9% to 
Indonesia's GDP, andalso managed to open 11 
million jobs for the community. The Indonesian 
tourism industry in 2019 is targeted to contribute 15% 
to GDP, and to open 13 million jobs through 20 
million foreign tourists visit. If Indonesia encourages 
the tourism industry, it will encourages the absorption 
of workforce.  
 
The government of Indonesia has a high target for the 
visit of foreign tourists and is expected to pay more 

attention and improve the development effort of the 
tourism industry more focused and appropriate in 
order to increase foreign tourist visit. These efforts 
can be through strategy in improving its performance 
(Table 2).Indonesia is considered to have large capital 
to encourage the development of tourism sector, 
because Indonesia has many tourist destinations that 
can attract many foreign tourists to visit Indonesia. 
But Indonesia still lacks of infrastructure and limited 
communication, technology and information. 
 
Indonesian government is trying to increase foreign 
tourist arrivals and their expenditures by expansion 
and utilizing the sources and potency of national 
tourism. It becomes an economic activity that can be 
expected to increase labor absorption. Tourism 
development is carried out in conjunction with other 
development programs among various Indonesian 
tourism industries. It is not only for medium and large 
scale, but also small scale tourism enterprises can get 
mutually benefit.   

 
Tabel 2. Strategic Situation Analysis 

STENGTH 
1.CEO’s commitment (politics commitment-national 
and regional) 
2.Law enforcement and policies 
3.Private sector and business ecosystem 
4.Human resources with support from education 
institution 
5.Natural and cultures assets and resources  
 
 

WEAKNESS 
1.Poor access and infrastructure development 
2.Social infrastructure support 
3.Inbalanced investment 
4.Limited communication, technology and information 
5.Seasonality in tourism 
6.Unapproapriate destination management and 
destination governance 
7.Spatial planning  

OPPORTUNITY 
1.Island, Beach, Coastline, Coral Triangle, Tropical 
Forest 
2.Strong public private community partnership 
3.Political commitment striving for 10 priority 
tourism destination-creating 10 New Bali 
4.Economic growth and stability 
5.Demography bonus (middle income, Y and Z 
generation population) 
6.International support and commitment 
7.Sharing economy business model 

THREATS 
1.Social/Horizontal conflict 
2.Ring of fire 
3.Deforestration 
4.Socia-economic gap 

Source : Ministry of Tourism, Republic of Indonesia 
 
Ministry of Tourism, Republic of Indonesiahas 
implemented three priority programs: digital tourism, 
homestay and infrastructure (air connectivity) in 
2017. As Indonesia focuses on succeeding 3 priority 
programs, then the leverage effect to increase the 
rank of Travel Tourism Comvetitiveness Index will 
be very high.After jumping sharply from the 70th 

rank in 2013 to rank 50th in 2015, the Indonesian 
competitiveness index raced darting up 8 ranks to 
rank 42 in 2017.  
 
Digitization has already begun to explore the various 
parts of tourism environment. Digitalization has been 
begun from the start of the Customer Information 
System, the dashboard of foreign tourists, the 
dashboard of domestic tourists, transformer 10 goal 



International Journal of Management and Applied Science, ISSN: 2394-7926                                                 Volume-4, Issue-12, Dec.-2018 
http://iraj.in 

Determinants of Employment Creation of The World Tourism Industry and Indonesian Strategy in Improving its Performance 
 

83 

development of tourism destination, digital marketing 
or branding, Indonesia Travel Exchange (ITX) digital 
markets to sell platforms, e-Commerce and e-
Government, Indonesian also using digital technology 
make use of big data called Mobile Positioning Data 
(MPD). 
 
Indonesia has developed homestay that is not just to 
make property of building a house. Its development 
must be viewed holistically. Must be close to tourist 
destinations and think of other aspects in order to turn 
the destination. The building must use the archipelago 
architecture to create the identity of the Indonesian-
an. Should be encouraged so that the traditions and 
culture of the community can be a tourist attraction 
for tourists. Also, its hospitality standards are 
maintained to meet consumer expectations. 
 
Indonesia has developed homestay that is not just to 
make property of building a house. Its development 
must be viewed holistically. it must be close to tourist 
destinations and think of other aspects in order to turn 
the tourism destination. The building must use the 
archipelago architecture to create the identity of the 
Indonesia. It should be encouraged so that the 
traditions and culture of the community can be a 
tourist attraction for tourists. Its hospitality standards 
are maintained to meet consumer expectations. 
 
Developing air accessibility is Indonesia's biggest 
homework. The air connectivity problem for 
Indonesia is an emergency, because Indonesia has 
deficit seats capacity of 2 million seats to meet the 
target of 15 million foreign tourists in 2017. If 
Indonesia can not close deficit of 2 million seats this 
end of this year, then in 2018 and 2019 Indonesia will 
be more troublesome again. 
 
CONCLUSION 
 
Based on the research findings and discussions, it is 
can be concluded that the linear regression equationY 
= 2,28 – 5,40 X1 + 0,79 X2 +  0,28 X3 . The constant 
value equal to 2,28, that is, if X1, X2 and X3 does not 
exist, then the amount of travel and tourism industry 
employment amounted to 0,36 (log 2,28). If travel 
and tourism score (X1) increase by 1 percent in travel 

and tourism score, will decrease labor absorption as 
much as 5,40percent. If the amount of foreign tourist 
arrivals (X2) increase by 1 percent, then the labor 
absorption will increase as much as 0,79 percent. If 
the amount of international tourism inbound receipts 
(X3) increase by 1 percent, then the labor absorption 
will increase as much as 0,28 percent. 
 
To reach the target of tourism industry in 2019, 
Indonesia needs to develop infrastructure and limited 
communication, technology and information. 
Tourism development is carried out in conjunction 
with other development programs among various 
Indonesian tourism industries through its strategy. 
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