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Abstract - Quality of human life in a region demonstrates an achievement of economic development in that region, while the 
success of a development can also be seen from the economic growth taking place in the region. This research aims to find 
out the impact of labour force participation rate on the economic growth and human development index in Indonesia. This 
research employs the method of Ordinary Least Square (OLS). The dependent variable used is the Economic Growth rate 
and Human Development Index (HDI) meanwhile the independent variable used is the labour force participation rate as the 
indicator of human resource quality. All variable data are extracted from the value of labour force participation rate, 
economic growth and human development index in Indonesia from 2008 to 2018. The findings from this research show that 

the labour force participation rate has significant impacts on economic growth and human development index. The same 
significant relation is also found between the economic growth and human development index. This can be seen from the 
value of Sig. which is lower than its grade value of 0.05. 
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I. INTRODUCTION 
 

The achievement of economic development in a 

region or country can be observed from the annual 

economic growth. This economic growth 

demonstrates the ability of a region or country to 

produce goods and services which mark the 

increasing quantity and quality of production factors. 

According to Sukirno (2004), a country’s economic 

growth can be measured from the gross domestic 

products (GDP) produced by a region or country. 

 

Economic growth and human development index are 
among indicators used to observe economic 

development in a region or country from a macro 

level. This economic growth can be used as a 

benchmark of the achievement of economic 

development as the impact of the finished 

development projects. As a result, the measure of 

success of a region or country in undertaking its 

economic development is through the high economic 

growth, along with the increasing quality of human 

resources—which will also be demonstrated by the 

human development in that region or country. 
 

The increasing economic growth is marked by the 

increasing regional income produced by the 

increasing production level. On the contrary, slow 

economic growth is marked by decreasing production 

level. To increase the economic growth, exploration 

and exploitation of natural resource are optimally 

undertaken. This is also certainly supported by human 

resources as the important role as production factor. 

As Todaro (1997) argues, the main factor of 

economic growth in a country or society is the 

increasing population and other factors related to the 

increasing number of labour force which have been 
traditionally considered positive in attracting three 

economic growth, as the increasing labour force 

means more productive labour. Meanwhile, 

increasing population will increase domestic market 

potentials. However, these relations depend on the 

ability of the economic system to absorb and use 

those increasing labours productively. The 

agricultural sector, for instance, although very 

strategic, faces many problems, especially in terms of 

the capital. As the essential element in increasing 

production and living standard of a society, the 

absence and low capital can hinder the activities in 
this sector (Hamid, 1986). 

 

Labour is one of production factors which plays role 

in achieving high or low national income, both 

quantitatively or qualitatively. Labour as a capital for 

development and the number of labour composition 

will keep changing depending on the demographic 

situation. As a result, the labour force which consists 

of population in the labour market who are ready to 

be involved in productive economic activities will 

undergo change as well. This is displayed in the 
labour force participation rate. 

 

Indonesia is a country with a high number of 

population. This creates its own problem for the 

government because the available employment 

opportunities cannot cater the demand from the 

labour force; inducing unemployment. Besides the 

limited employment opportunity, decreasing 

economic activities also worsens the problem. 

Companies requiring labours need the number of 

labours which fulfil the maximum requirement of 

those companies, not based on the available labours. 
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Consequently, in production activities of a company, 

the demand of labours depend on the society’s 
demand for goods and services. In other words, 

labour demand is a derivative demand from the 

demand for goods and service which in turn 

influences the labour demand in companies. One of 

economic development achievements in a country is 

the employment opportunity created by the economic 

development. 

 

Indonesia is an agricultural country, where majority 

of the population seeks employment as farmers. The 

population needs are also dominated by agricultural 

and farming products, such as rice, vegetables, fruits, 
meat and milk. In Indonesia, agriculture sector play a 

significant role in the economic development process, 

that is as the contributor of Gross Domestic Products 

(GDP) which in result can enhance regional income, 

as the contributor of export and import activities to 

increase national foreign exchange, and also as 

supplier of raw materials which will be processed by 

industries and used in the provision of food materials. 

There are several important indicators of agricultural 

sector. First, the sector has enormous natural 

resources potentials. Second, the sector significantly 
contributes to the labour force participation rate. 

Third, the sector acts as a basis for national economic 

development and also has potentials to lower poverty 

rate. Agricultural lands are also massive in Indonesia, 

followed by plantation and farm lands which also 

offer huge potentials for economic growth if 

optimally utilized. 

 

Agricultural, plantation, fishing and farming sectors 

are important sectors in all countries, where they play 

strategic role in enhancing economic development 

and increasing the effectivity of absorbing labours 
(Syukur, 2002). Besides, agricultural sector is 

particularly known for its contribution to country’s 

economic welfare (Last, 2004:23; 2007:24; 

Mubyarto, 2004) and enhance society’s economic 

growth (Mubyarto and Santoso, 2004). In addition, 

agricultural sector serves as the fulcrum of food 

security and as absorber of labour force. Arsyad 

(2009) states that the solution to the core problem in 

the regional development is located in the emphasis 

of development policy which is developed from the 

region’s local wisdom (endogenous development) by 
utilizing local human resources, institution and 

physical resources potentials. 

 

This study aims to observe how the economic growth 

influences the quality of human resources, indicated 

by the HDI, since human is the important element for 

long-term development process. Previous studies, 

however, only explore the influence of components 

which are directly related to the economic growth, 

such as society’s consumption, investment, 

government’s expenses and net export. Enhancing 

economic growth, however, is not disassociated from 

human resources quality. However, as with other 

production factors, human resources possess 
limitations so that human resources economy 

attempts to explain how to optimally utilize this 

factor to be able to produce goods and services for 

fulfilling society’s needs (Sonny, 2003). 

 

The increasing number of human resource in a 

development process means the increasing total 

amount of production which subsequently affect the 

economic growth speed. This means that the effective 

human resource allocation serves as the necessary 

condition for economic growth. The definition of 

human resource here refers to the accumulated logical 
and physical ability possessed by individuals. The 

personality is developed by the gen and environment, 

but their accomplishments are motivated by their 

desire to fulfil their needs (Hasibuan, 2003). Thus, a 

development in a region must be supported by the 

ability of the human beings to allocate available 

resources so that consumptive attitude can be altered 

into productive activities in producing goods and 

services. Human resource, here, is related to the work 

efforts given in a production process. 

 
Human resource indicates the quality of effort a 

human can give to produce goods and services in a 

particular of time. The quality of this human resource 

can subsequently be seen from the HDI as one of 

human development indicators in a region, which 

demonstrates the combination between health 

condition, education level and living standard. 

Besides, the significant role of labours in a region can 

boost economic growth as can be seen from the 

labour force participation rate. As a result, 

government and society can simultaneously develop 

regional economy, starting from increasing physical 
capital, creating employment, increasing production 

capacity and enhancing technology to realize social 

welfare. 

 

Previous studies conducted by Venantius (2004), Sari 

(2007) and Bakan (2017) find that the labour force 

participation rate significantly affect the economic 

growth, but this finding is different from Anggraeni’s 

(2001) who argues that the labour force participation 

rate do not correlate with economic growth. 

 
Indonesia in 2018 experienced several natural 

disasters which influenced the current economic 

growth. In 2010, Indonesia’s economic growth was 

observed at 6.81% while in 2018 this number 

decreases to 5.17%. This shows reduction from 2010 

but compared to 2017, the number increased. 

However, the economic growth has not reached the 

level that the government expects although the 

quality of human resource increases, indicated by the 

increasing HDI. This is certainly related to the role of 

government and society in various efforts to boost 
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economic growth which in turn shows the quality of 

human development. 
 

The background phenomenon mentioned above and 

the inconsistent findings from previous studies are 

among main reasons why this study aims to further 

explore the relation between the labour force 

participation rate to Indonesia’s economic growth. 

This study slightly differs from previous studies 

which will study the impact of the labour force 

participation rate on the HDI and the impact of 

economic growth on HDI. 

 

II. LITERATURE REVIEW 
 

Robort Solow is an economic expert who argues that 

economic growth will be realized if there is an output 

growth. The output growth occurs if here are two 

input factors, those are combination of capital and 

labours, while technology factor is considered 

constant (not changed). This can be written into the 

following formulation: 

Q = f (C.L) 

 

Q = the total output produced 
f = function 

C = capital (capital as input) 

L = labour (labour as input) 

 

The above formulation states that output (Q) serves as 

a function from capital (C) and labour (L). This 

means that the high or low output depends on means 

to combine capital and labour. 

 

According to the United Nations Development 

Programme (UNDP), there are three composite 

indicators in the HDI that is used to measure the 
average income of a country in the human 

development, those are: lifespan, measured by the life 

expectancy rate at the time of birth; education level, 

which is measured based on the average school 

period and literacy level on population aged above 

15; living standard, measured from per capita 

expenses which has already been adapted to 

purchasing power parity. This index ranges from 0 to 

100 (Human Development Report, 1995:103). 

 

HDI, according to UNDP, is one approach to measure 
the accomplishment of human development. This 

index has been used by UNDP since 1990. Although 

cannot measure all dimensions of development, it can 

measure the core dimension of human development 

which indicates the basic capabilities of the 

population. HDI is measured by a data portraying 

four mentioned components: life expectancy rate 

represents the health sector, literacy level and average 

school period represent the education sector, and the 

purchasing power parity to a number of basic needs 

represent the development achievement for a good 

living. 

The concept of human development is a concept 

aiming to increase human’s life quality, physically, 
mentally and spiritually. It is even explicitly 

mentioned that a development stresses the human 

development along with economic growth. Physical 

and mental development of human resource suggest 

the increase of population’s basic capacity which 

subsequently increase the opportunity to participate in 

sustainability development. 

 

HDI, because developed to measure the impact of the 

increased basic capacity, use the impact indicator as 

the basic component for its measurement, that is the 

life expectancy at a time of birth, education level 
measured from the literacy rate and average school 

period, and also consumption expenses. A value of 

HDI in a country or region demonstrate the extent to 

which that country achieves expected target, such as 

life expectancy rate of 85 years, basic education for 

all society’s levels, and the expenses rate and 

consumption achieving the sufficient living standard. 

For Susianti (2012), HDI serves as the benchmark for 

the success of development in a country by observing 

the income, health and education level. According to 

Todaro (1997: 187), there are three universal 
components in human development with main 

purposes such as: 

 

a) Adequacy, refers to the basic physical 

necessities of human beings. Basic necessities refer to 

the necessities which the absence can stop a life cycle 

of a person, including foods, clothes, houses, health 

and security. The absence of one of these necessities 

will induce the absolute backwardness. 

b) Self-esteem, that is the component of better 

living standard, to encourage own self to move 

forward, to value their own self and feel self-worth, 
and etc. These are all included in self-esteem. 

c) Freedom from slave, that is the ability to 

possess universal value stated in the human 

development. Freedom here is defined by the ability 

to stand on his own feet so that they are not exploited 

by the desire towards material aspects in life. With 

this freedom, we are not selected but we select. 

 

Working individuals are categorized into two, that is 

the full-time working individuals and half-

unemployed individuals. Half-unemployed refers to 
the individuals working less than normal working 

period (less than 35 hours in a week, excluding the 

temporary unemployed). The number of working 

labour force is a portrayal of available employment 

opportunity (Sadono, 2004:429). The increasing 

employment opportunity affects the increasing total 

production in a country, whereby an indicator to 

observe the development of labour force in Indonesia 

is the labour force participation rate. The labour force 

participation rate indicates a proportional measure of 

working age population who are actively involved in 

the labour market, whether are currently working or 
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are seeking employment. This participation level can 

be applied to all available labours or the number of 
labours based on particular age groups, sex, education 

level or demographic condition. The participation 

level is measured as a percentage of labour force 

towards the number of population in working age. 

Furthermore, it indicates the amount of relative 

labour supply which can be involved in goods and 

services production in an economic system. In 

general, the labour force participation rate is defined 

as the measure to demonstrate the amount of labour 

force for every 100 population in working age. 

According to Sumarsono (2005), labours are all 

individuals ready for working. This definition 
includes those who work for their own selves or for 

other family members who do not earn or those who 

can actually work, but find difficulties in working due 

to limited employment opportunity. Labours include 

working individuals, individuals seeking employment 

or individuals doing other activities, such as going to 

school or managing households. 

 

III. METHOD 

 

This research follows a descriptive approach. The 
data used is based on time series, from 2008 to 2018 

(11 years) in Indonesia. The estimation method 

employed to estimate the regression model is the 

Ordinary Least Square (OLS) method to observe the 

relations between variables (causality association). 

Variables in this research are the labour force 

participation rate as the independent variable and the 

economic growth and human development index 

(HDI) as the dependent variables. The data used is 

secondary data, obtained from Statistics Indonesia. 

The technique of analysis employed to observe the 

relation between the participation of labour force and 
economic growth and human development index is 

simple linear regression analysis. The regression 

equation is as follows: 

 

Economic growth = α + β1 TPAK + e (1) 

HDI = α + β2 TPAK + e    (2) 

HDI = = α + β3 Economic growth + e   (3) 

The above estimated equation to observe relations 

between variables can be explained in the following 

conceptual framework: 

 
Figure 1. Conceptual Framework 

 

The above figure illustrates the conceptual framework 

used in this research which aims to observe the 

impact of independent variables to dependent 

variables. From that figure, there are three hypotheses 

which will be proven in this research through the 
statistical test. 

 

IV. RESULT AND DISCUSSION 

 

A country’s development must be supported by the 

human ability to allocate available resources, in order 

to be able to alter the consumptive attitude to 

productive in producing goods and services. The 

economic growth and HDI can be used as indicators 

to determine the achievement of a country’s 

development. Table 1 demonstrates the progress of 

the labour force participation rate, economic growth 
and HDI in Indonesia from 2010 to 2018. The 

progress of the labour force participation rate in 

Indonesia fluctuated in the percentage of 65.76 as the 

lowest rate in 2015 and 67.76 in 2012. Meanwhile, 

during 2018, the rate reached 67.26%. This number 

almost reached the highest rate in 2012. This shows 

that the labour force participation rate in Indonesia in 

2018 seems to increase, which can be explained by 

the government policy issued related to the increased 

labour wage. Consequently, labours are absorbed by 

labour markets. In addition, this increase can also be 
caused by the increasing education level and 

increasing number of family dependents which 

motivates labours to enter the competitive labour 

markets. 

 

Year 

Labour Force 

Participation 

Rate 

Economic 

Growth HDI 

2010 67,72 6,81 67,19 

2011 66,78 6,44 67,71 

2012 67,76 6,19 68,41 

2013 66,77 5,56 69,13 

2014 66,60 5,01 69,82 

2015 65,76 4,88 70,28 

2016 66,34 5,03 70,85 

2017 66,67 5,07 71,47 

2018 67,26 5,17 72,03 
Table 1. The Progress of Labour Force Participation Rate, 

Economic Growth and Human Development Index in 

Indonesia 2010-2018 (%) 

Source: Statistics Indonesia, 2019 

 
The progress of economic growth in Indonesia, same 

with the labour force participation rate, appears to 

fluctuate. The lowest growth occurred in 2015 with 

only 4.88% and the growth in 2010 was the highest 

with 6.81%. The economic growth in 2018 was 

5.17%. This is not the best growth but at least better 

than the previous two years. This was due to the high 

price of global commodity which caused the 

increasing investment rate, especially in machines, 

equipment and vehicles which were expected to boost 
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capital growth. As a result, Indonesia’s economy was 

also positively affected. However, this condition also 
encountered risks from global financial market 

dynamics and disturbance from the uncertain 

international trade. Therefore, to reduce the risks, 

government necessitated to strengthen 

macroeconomy’s fundamentals as the buffer for 

global dynamics impacts to keep the inflation and 

debt rate controlled. Meanwhile, the progress of HDI 

differs from the progress of economic growth and 

labour force participation rate. The HDI from 2010 to 

2018 constantly shows increase. In 2010, Indonesian 

HDI was 67.19% and increased to 72.03% in 2018. 

This illustrates that the life quality in Indonesia, in 
health and education sector, constantly improves. The 

progress from three economic indicators explained 

above actually has relations one and another. The 

progress of labour force participation rate is in line 

with the economic growth, although the HDI progress 

is not in line with the economic growth. This shows 

that human life quality in Indonesia do not have 

direct influence with economic growth. 

This phenomenon then is statistically tested using the 

OLS method to further observe the relations between 

those three economic indicators. Based on the 
processed data, the estimated equation obtained is as 

follows: 

Economic growth = α + β1 TPAK + e  (1) 

Economic growth = -29, 87 + 0,53 TPAK + e  (2) 

The first equation demonstrates that labour force 

participation rate positively correlates with economic 

growth in Indonesia. 

HDI = α + β2 TPAK + e   (3) 

HDI = 122,14 – 0,78 TPAK + e  (4) 

The second equation demonstrates that labour force 

participation rate negatively correlates with economic 

growth in Indonesia. 
HDI = α + β3 Economic growth + e   (5) 

HDI = 78,01 – 1,48 Economic growth + e  (6) 

The third equation demonstrates that economic 

growth negatively correlates with HDI in Indonesia. 

The following table presents the result of the 

statistical test undertaken to prove the research 

hypotheses. 

 

No Hypotheses Sig. Status 

1 H1 : labour force 

participation rate 

significantly influence 

economic growth  

0.00

0 

Accepted 

2 H2 : labour force 
participation rate 

significantly influence 

HDI 

0.00
0 

Accepted 

3 H3 : economic growth 

significantly influence 

HDI 

0.00

0 

Accepted 

Source: data processed by author, 2019 
Table 2. Results 

 

The result of hypothetical test as shown in Table 2 

demonstrates that three research hypotheses are all 
accepted because the significance values from the 

statistical test indicates value less than 0.05, that is 

0.000. This indicates that labour force participation 

rate significantly influence economic growth. 

Besides, labour force participation rate also 

significantly influence economic growth and 

economic growth significantly influence HDI.  

 

Economic growth is one indicator to find out the 

achievement of government in optimizing available 

resources while can also be utilized as a consideration 

in policy making process. The higher the economic 
growth shows the better potentials possessed by 

government, for instance the natural resources as 

economic sources, the number of population and 

ability of human resource to implement the 

production technique to manage those natural 

resources. If the distribution of economic growth is 

not equal, the unequal development by government 

will occur. 

 

The progress of HDI in Indonesia constantly 

increases annually which indicates the growth of 
Indonesia’s economy. This can possibly occur 

because of the alteration in one or more HDI 

components, such as life expectancy, literacy rate, 

and income per capita, whether it decreases or 

increases. 

 

V. CONCLUSION 

 

Based on the data analysis result, it can be concluded 

that labour force participation rate during the period 

of 2008 to 2018 in Indonesia has significant influence 

on the economic growth and HDI. Besides, it is also 
found that the economic growth has significant 

influence on HDI in Indonesia from 2009 to 2018. 

The progress of HDI during that period experienced 

constant increase, different from the progress of 

labour force participation rate and economic growth 

in Indonesia which fluctuates. This fluctuation tends 

to occur during the same years. 
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