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Abstract. The aim of this study was to analyze (1) the influence of Population 

Growth Rate, Economic Growth, Inflation and Investment Rate on Open 

Unemployment Rate, (2) the effect of Population Growth Rate, Economic 

Growth, Inflation Rate, Investment on poverty level indirectly through Open 

Unemployment Rate. The analysis used is path analysis. The results of the study 

(1) The rate of population growth has a negative and significant effect on 

economic growth; (2) Economic growth has a positive and significant effect on 

the inflation rate; (3) The level of inflation has a negative and significant effect 

on investment; (4) The rate of population growth has a negative and significant 

effect on the Open Unemployment Rate; (5) Economic growth has a negative 

and significant effect on the Open Unemployment Rate; (6) Inflation rate has a 

positive and significant effect on the Open Unemployment Rate; (7) Investment 

has a positive and significant effect on the Open Unemployment Rate; (8) The 

number of Open Unemployment has a positive and significant effect on the 

Poverty Level. 

Keywords: Rate of Population Growth, Economic Growth, Rate of Inflation, 

Investment, Unemployment, Poverty. 

 

1. Introduction 

Indonesia's economic growth in general and especially East Java Province is influenced 

by several factors including investment and labor factors. Research on economics generally 

states that poverty reduction is closely related to economic growth. Basically, economic 

growth is the main requirement in alleviating poverty, and the second is that economic growth 

is pro-poor [1]; [2]. 

Development of an area can be seen from the level of economic growth in the region, 

income and level of welfare of the population of the area. The amount of unemployment in an 

area is a factor that indicates that the regional economic growth is not good [3]. One important 

indicator in economic growth is population growth. The greater the population, the more labor 
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is used. With the increasing population, it will also increase population problems that must be 

faced by a country or region [3]. 

The main problem that must be faced by a country or region that experiences rapid 

population growth is to increase the number of unemployed. Unemployment occurs because 

the labor force is more than the demand for labor [4].  The long-run elasticity and Granger 

causality were investigated under framework of VECM [5]. The result suggested a positive 

and statistically significant impact of energy consumption and population growth on 

unemployment. The Granger causality result suggested bidirectional causality between 

unemployment and FDI, and population and energy use. The study suggested some policy 

implications based on our empirical result [5]. 

Many reasons have been attributed as to why population growth is on the rise and how it 

proportionately affect unemployment. The major reason for a rise in population include 

increase in birth rate, socio-culture beliefs and improvement in welfare and medical facilities 

[6], [7]. Although the positive effects of population cannot be overlooked, it is also important 

to note that its negative effects highly outweigh its positives. When there is high population, 

the country tends to exceed its carrying capacity, which means that the country can no longer 

support its large population in term of resources as well as job opportunities [6]. The problem 

of unemployment is very alarming and demands urgent attention and solutions as its effects 

are very severe. Some of effect include; increasing in income inequality, rise in criminal 

activities like Boko-Haramand decline in the general standard of living [6]. 

Economic growth has a very small influence on the level of poverty directly [2]. This 

condition causes unemployment to arise. The problem of unemployment is very disturbing and 

requires important attention in the demand and the solutions that influence it. Some of the 

influences include: increasing income inequality, the emergence of criminal acts such as 

Booko-Haram, and decreasing living standards in general [6]. Poverty is a serious problem 

faced by countries in the world today. The number of poor people in Indonesia in 2007 in 

urban areas was 12.57% and in rural areas 20.37% [8]. Therefore, poverty is the main agenda 

in development in each country [9]. 

In Indonesia, the agricultural sector has an important role in reducing poverty compared 

to urban areas. The agricultural sector remains the key and the leading sector in reducing 

poverty in the aggregate, because the greatest poverty is in rural areas [10]. Poverty can also 

be linked to income distribution, substitution of effects, trade-offs [11]. Urban poverty 

reduction can be done through industrial sector empowerment, while in rural areas through the 

agricultural sector [10]. Another strategy in poverty alleviation is through the existence of the 

labor market implicitly, but also in general [12]. 

There is a close relationship between economic growth, population growth, inflation, 

investment and unemployment to the poverty rate in the world. The development of the 

Human Development Index (HDI) has increased with the medium HDI category during the 

period 2006-2009 in Central Java. Poverty has a negative influence on HDI, economic growth 

and capital expenditure have a positive effect on IPM [13]. 

This study attempts to analyze (1) the influence of population growth, economic growth, 

inflation and investment rates on open unemployment in East Java, (2) the influence of 

population growth, economic growth, inflation, investment and poverty levels through the rate 

of open unemployment in Java East. 

 

2. Method 

The data used in this study is secondary and the data analysis method used is path 

analysis, because this study focuses on the effect of population growth rates and 



 

 

 

 

unemployment rates on poverty levels. The conceptual framework of this study is shown in 

figure 1 below:  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Fig. 1.  Conceptual Framework. 
 

Caption: 

LPP (X1): Population Growth Rate; PE (X2): Economic Growth; TI (X3): Inflation rate; I 

(X4): Investment; APT (Y1): Open Unemployment Rate; TK (Y2): Poverty Level. 

Based on Figure 1, the purpose of this study is to analyze: 1. the influence of LPP, PE, TI 

and I on APT; 2. the influence of APT on TK; The path analysis modeling formula is as 

follows: 

1. 𝑋2 = 𝛽1𝑋1          (1) 

2. 𝑋3 =  𝛽2𝑋2                                     (2) 

3. 𝑋4 =  𝛽3𝑋3          (3) 

4. 𝑌1 = 𝛽4X1           (4) 

5. 𝑌1 = 𝛽5X2           (5) 

6. 𝑌1 = 𝛽6X3           (6) 

7. 𝑌1 = 𝛽7X4           (7) 

8. 𝑌1 = 𝛽8𝑋1 + 𝛽9𝑋2 + 𝛽10𝑋3 + 𝛽11𝑋4      (8) 

9. 𝑌2 = 𝛽12𝑌1           (9) 
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Hypothesis: 

1. It is suspected that there is a positive and significant influence between the Population 

Growth Rate and Economic Growth. 

2. It is suspected that there is a positive and significant influence between Economic Growth 

and Inflation Rate. 

3. It is suspected that there is a positive and significant influence between the Inflation and 

Investment Levels. 

4. It is assumed that there is a positive and significant influence between the Population 

Growth Rate and the Open Unemployment Rate, 

5. It is suspected that there is a positive and significant influence between Economic Growth 

and the Open Unemployment Rate, 

6. It is suspected that there is a positive and significant influence between the Inflation Rate 

and the Open Unemployment Rate, 

7. It is suspected that there is a positive and significant influence between the Inflation Rate 

and the Open Unemployment Rate, 

8. It is suspected that there is a positive and significant influence between the Open 

Unemployment Rate and the Poverty Level. 

 

3. Result 

The results of testing the linearity assumption of path analysis for Figure 1 are shown in 

Table 1 below: 

 

Table 1.  Testing of linearity assumptions. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
Source: Secondary Data and Processed 

 

 Table 1 shows that all forms of relationships between the independent and dependent 

variables contained in the structural model are linear. Thus the assumption of linearity in the 

path analysis is fulfilled. 

Based on the results of path analysis calculations, two indicators are used to determine the 

validity of the model, namely: 1. The total coefficient of determination shows the R2 value of 

0.9370 or 93.70% of the diversity of data can be explained by the model and the remaining 

Independent 

Variable 

Dependent 

Variable 

Test Result 

(α=0.05) 
Inform 

LPP (X1) PE (X2) 
Semua model 

signifikan 
Linear 

PE (X2) TI (X3) 
Semua model 

signifikan 
Linear 

TI (X3) I (X4) 
Semua model 

signifikan 
Linear 

LPP (X1) APT (Y1) 
Semua model 

signifikan 
Linear 

PE (X2) APT (Y1) 
Semua model 

signifikan 
Linear 

TI (X3) APT (Y1) 
Semua model 

signifikan 
Linear 

I (X4) APT (Y1) 
Semua model 

signifikan 
Linear 

APT (Y1) TK (Y2) 
Semua model 

signifikan 
Linear 



 

 

 

 

6.30% by other variables not in the model. The result of theory triming, the paths that are 

significant are discarded so that the model is supported by empirical data with the that the 

model is supported by empirical data with the results shown in Figure 2 below. 

 
 

Fig. 2.  Path Analysis. 

 

Figure 2 shows that of the six variables used in this study it turns out that all variables 

have a significant effect. This means that by using path analysis that the problem of 

population, unemployment and poverty in East Java can provide evidence of the influence 

both directly and indirectly. 

Figure 2 also explains that of the 9 hypotheses proposed in this study, all were accepted. 

The accepted hypothesis is indicated by a path that has a coefficient number of 0.05. 

Hypothesis testing is done by using the t test (t test) partially to the coefficient of direct 

influence. T test is used, want to know the effect of each independent variable in the form of 

Population Growth Rate (X1), Economic Growth (X2), Inflation Rate (X3), Investment (X4) 

and Open Unemployment Rate (Y1) on Poverty Rate (Y2). The results of the research 

hypothesis testing are shown in Table 2 below: 

 

Table 2.  Path Coefficient and Hypothesis Testing Results 
Independent 

Variable 

Dependent 

Variable 

 Path 

Koef 
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value 

Information 
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Economic 
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Based on the results of path analysis as listed in Table 2, the results of hypothesis testing 

are obtained as follows: 

1. The rate of population growth has a negative and significant effect on economic growth, 

with a coefficient value of -0.607 and a value of p = 0.031. This means rejecting 

hypothesis 1 which states that the rate of population growth has a positive and significant 

effect on economic growth. 

2. Economic growth has a positive and significant effect on the inflation rate, with a 

coefficient of 0.042 and a value of p = 0.023. This means accepting hypothesis 2 which 

states that Economic Growth has a positive and significant effect on the Inflation Rate. 

3. Inflation rate has a negative and significant effect on investment, with a coefficient value 

of -0.338 and a value of p = 0.045. This means that rejecting hypothesis 3 states that the 

inflation rate has a positive and significant effect on investment. 

4. The rate of population growth has a negative and significant effect on the Open 

Unemployment Rate, with a coefficient value of -0.177 and a value of p = 0.034. This 

means rejecting hypothesis 4 which states that the rate of population growth has a positive 

and significant effect on the Open Unemployment Rate. 

5. Economic growth has a negative and significant effect on the Open Unemployment Rate, 

with a coefficient value of -0.141 and p value = 0.049. This means that rejecting 

hypothesis 5 states that Economic Growth has a positive and significant effect on the Open 

Unemployment Rate. 

6. Inflation r. of 0.204 and a value of p = 0.041. This means that accepting hypothesis 6 

which states that the Inflation Rate has a positive and significant effect on the Open 

Unemployment Rate 

7. Investment has a positive and significant effect on the Open Unemployment Rate, with a 

coefficient value of 0.110 and a value of p = 0.027. This means accepting hypothesis 7 

which states that investment has a positive and significant effect on the Open 

Unemployment Rate. 

8. The Open Unemployment Rate has a positive and significant effect on the Poverty Level, 

with a coefficient of 0.891 and a value of p = 0.001. This means that accepting hypothesis 



 

 

 

 

8 which states the Open Unemployment Rate has a positive and significant effect on the 

Poverty Level. 

 

4. Discussion 

The results of the study are as follows: 

1. The population growth rate has a negative and significant effect on economic growth. The 

results of this study are not agree with the research [3], [5], [14], [15]. 

2. Economic growth has an effect on the inflation rate positively and significantly. The 

results of this study are agree with the research [13], [6] 

3. Inflation rate has a negative and significant effect on investment. The results of this study 

are agree with the research [1], [2], [4] 

4. The rate of population growth has a negative and significant effect on the unemployment 

rate (APT). The results of this study are agree with the research [4], [16]. 

5. Economic growth has a negative and significant effect on APT. The results of this study 

are agree with the research [5], [6], [17]. 

6. Inflation rate has a positive and significant effect on APT. The results of this study are 

agree with the research [13]. 

7. Investment has a positive and significant effect on APT. The results of this study are agree 

with the research [2], [4], [5]. 

8. Population Growth Rate, Economic Growth, Inflation Rate and Investment positively and 

significantly affect APT. The results of the study are agree with the research [1], [3], [6], 

[18], [19] 

9. APT has a positive and significant effect on the Poverty Rate (TK). The results of this 

study are agree with the research [2], [6], [11], [12]. 

From the results of path analysis it can be concluded that the variables LPP, PE, TI, have a 

significant effect on APT, this means that in East Java there can be no problems with the 

increase in population, because increasing population will cause a reduction in open 

unemployment and this influence significant. The most important research result is the number 

of Open Unemployment has a positive and significant effect on the level of poverty. 

This indicates that if the APT continues to increase each year, the poverty rate will 

continue to increase every year. This is what should be the main concern of the East Java 

Provincial Government. The policies issued by the East Java Provincial Government should be 

directly related to the reduction of open unemployment rates. One of the causes of increasing 

APT from year to year is the number of elementary, junior high, high school and PT graduates 

who have not worked, not to mention the termination of employment and work systems that 

use the contract system. 

 

5. Conclusion 

Population Growth Rate, Economic Growth, Inflation and Investment Levels directly 

significantly influence the Open Unemployment Rate (APT) and indirectly have a significant 

effect on the Poverty Rate (TK). Although the Population Growth Rate and Economic Growth 

negatively affect the Open Unemployment Rate. This indicates that the conditions of 

population, economic growth and employment in East Java in particular and in Indonesia are 

generally stable. This is evidenced by the results of research by other researchers [2], [13], 

[16], [17]. Whereas the Open Unemployment Rate directly has a significant effect on the 

Poverty Level, this condition generally applies in accordance with the prevailing theory that 

the unemployment rate will affect the poverty level [1], [15], [7]. 



 

 

 

 

The results of this study recommend to the government of East Java Province in particular 

and Indonesia in general (1) so as not only to pay attention to the rate of population growth, 

economic growth and open unemployment, but also to improve programs and controls on 

population growth, economic growth, inflation, investment problems of unemployment and 

poverty. (2) in policy making must be in favor of policies relating to employment (work 

system), abolition of the contract system, employment / business, and prices of basic 

necessities. 

The limitation of this study is that this study 1) was only carried out in one province in 

Indonesia, 2) using time series secondary data which are not panel data, 3) time series data 

used for only 10 years. 
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