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INTRODUCTION

Every regional economic develop-
ment is intended to be able to provide a
strong stimulus in the development of eco-
nomic activity in the region (Tumangkeng,
2018). Then these results will realize a form
of escalation of economic activity that has
implications for job creation. Thus, people’s
income can increase significantly so that
economic growth can grow on a positive
trend. Economic growth is the growth and
development of economic activity in the fi-
nal achievement to be able to encourage
to increase in community output and real-
ize prosperity and welfare levels (Irawaty &
Masloman, 2018). The indicator for mea-
suring economic success for the prosperity
of aregion is the Gross Regional Domestic
Product (Romhadhoni et al., 2019). Based
on the results of research by Abdullah R.
(2019) describe that developing countries
have the belief that the industrial sector
is the leading sector in encouraging the
development of other sectors. So, the in-
dustrial sector has an important role in the
development of economic activity. East
Java Province has an improving economic
trend, where the data from the Central Bu-
reau of Statistics of East Java Province is a
miniature of the national economy, which is
supported by the similarity of the economic
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structure supported by the contribution
of the manufacturing sector. The result is
that in 2017-2019 economic growth in East
Java has reached above the average of
5%. Then experienced fluctuations in 2020
due to the COVID-19 pandemic to -2.39%.
(Central Bureau of Statistics, East Java
Province 2021).

Based on research results by Putra,
(2016), the achievement of Gross Region-
al Domestic Product (GRDP) in East Java
obtained the second highest position in
Java Island, namely 23.97% The economic
pattern in East Java Province is improving
as a result of the implementation of gov-
ernment policies. With promising industrial
opportunities, the government sets the de-
velopment of industrialization in support-
ing economic achievement with significant
progress. The success of the economic
sector in East Java is largely supported by
the success of industrial development, this
is shown in the contribution of the manu-
facturing sector to the Gross Regional
Domestic Product per capita in East Java
Province. The economic phenomenon in
East Java Province on economic develop-
ment on the increasing role of industry is in
line with the Classical economic theory by
Thomas Robert Malthus. The assumption
of this theory states that the dominance
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Figure 1.

Economic Growth of East Java Province in 2017-2021
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of the industrial and agricultural sectors is
the key to economic development through
a form of balanced growth (Priyono &
Zainuddin Ismail, 2017).

Based on research by Nur (2021)
describes the economy in East Java is
dominated by several leading sectors.
Analysis of regional economic opportuni-
ties in the research concluded that the pro-
cessing industry sector in East Java is the
main support for GRDP and is followed by
the wholesale and retail trade sector and
motorcycle repair, followed by the agricul-
ture, forestry, and fisheries sectors. The
development of this sector is a high contri-
bution to the economy in East Java every
year.

Based on research by Utami (2020)
describes that the distribution of indus-
try in East Java Province is a position of
rapid growth that dominates Java lIsland.
The factors underlying this refer to physi-
cal and social completeness, labor capa-
bilities to the centralization of the govern-
ment system supported by a large market
potential. The analysis shows that industry
has a high influence on labor absorption.
When industrial development increases,
it creates an increase in labor absorption.
Because labor is the main factor in produc-
tion input. With this, the industry has a high
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opportunity for regional economic sustain-
ability for its contribution related to employ-
ment.

Furthermore, the government has
set priorities for industrial development in
support of economic growth. Through in-
dustrial development in East Java Prov-
ince, it is divided into its coverage areas,
one of which is Kabupaten Gresik. Based
on research (Ristiani & Muljaningsih,
2022) describes that economic activity re-
flected by the results of the Gross Regional
Domestic Product in Gresik, becomes an
accumulation of progress due to fluctua-
tions in the economic sector, one of which
is the manufacturing sector. The industry
is an economic icon in Kabupaten Gresik.
The results of the research analysis show
that the dominance of the industrial sec-
tor promises the economy even though
some fluctuations have occurred, such as
in 2020. The economic journey in Kabupat-
en Gresik has similarities with East Java
Province. In the same years 2017-2019,
an economic increase occurred in East
Java Province and the same thing hap-
pened in Kabupaten Gresik. Then in 2020
when the COVID-19 pandemic occurred,
the Gross Regional Domestic Product both
in East Java Province and other regions
also contracted. The following data is the
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Source : Gresik Statistics Agency, 2021
Figure 2.

Economic Growth of East Java Province in 2017-2021
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development of economic activity over the
past 5 years.

Kabupaten Gresik has been desig-
nated as a large part of the main industrial
area in East Java. This is based on data on
the elaboration of the East Java Industrial
Growth Center Area Master Plan. That in
2035 until the development of the journey
years later, the establishment of an indus-
trial area has become important to main-
tain the results of economic growth in Ka-
bupaten Gresik. Published data explains
that the area expansion in the context of
industrial development of 6,622 Ha. The
expansion of land for industrial estates
also shows an increase, which means that
the government gas arranged policies in
industrial progress for the economy in Ka-
bupaten Gresik.

Based on research by Sarmadi,S.
& Leksono,E.B. (2018) the industrial estate
in Kabupaten Gresik has great opportuni-
ties for community economic activity. The
projected expansion of industrial land il-
lustrates the situation that in the future
there will be a very significant increase in
industrialization. The results of the analy-
sis in this research show that industrial
opportunities are very large, supported by
the geographical location of the region.
Furthermore, the trade route that passes
between cities is also a supporting point for
the growth and development of industry as
an aspect of economic support in Kabupat-
en Gresik. The processing industry sector
in Kabupaten Gresik is a major contributor
to Gross Regional Domestic Product dur-
ing the 2017-2021 period. The results of
research by Ristanti, H (2022) explain that
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industry is an economic base in Kabupaten
Gresik. The analysis model using Location
Quentiont analysis produces an interpreta-
tion that the specialization of the manufac-
turing sector is much greater than at the
East Java Province level. With this, the
industry does have a great opportunity to
become an economic base sector to sup-
port and create a multiplier effect for the
development of other economic sectors.
The contribution and role of the
manufacturing sector as a leading sector in
increasing other economic sectors in Jam-
bi (Muhtamil, 2017). The industrial sector
in the Jambi Province study explains its
strategic position in the development of
investment that leads to employment. The
research model using panel data analysis
shows a positive and significant influence
when the proportion of industry on increas-
ing labor. As well as the same influence and
directly proportional between investment
and employment. Interpretation concluded
that the industry promises the economy in
Jambi Province. Based on research Sari.
S.A (2023) it is understood that industry
has a multiplier effect on economic devel-
opment towards increasingly significant
growth. The multiplier effect means that
the industry can provide an increase in the
development of other sectors such as ag-
riculture to the trade sector. Regional eco-
nomic opportunities are a crucial point for
the government to be able to be supported
by several policies to maintain economic
stability in the region. With the increasing
number of industries, it is expected to be
able to create employment, this is based
on the factor of using labor as the main re-

Table 1.
Projected Area of Industrial Designation in Gresik
Industrial
Year 2020-2025 Year 2025-
Designation

{ha) 2035(ha)
Area (ha)

h463 6622

Source : East Java Industrial Growth Center (WPPI) Masterplan 2015
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quirement in the production process (An-
jani & Fitryani, 2022). The analysis con-
cludes that the number of industries has
a positive and significant effect on labor
absorption. Then the absorption of labor is
certainly related to the minimum wage. Be-
sides that, the wage system in Kabupaten
Gresik does not show any problems, the
minimum wage is increasing in the same
year as industrial progress.

The development of the processing
industry sector in Kabupaten Gresik shows
its progress in economic progress. The in-
dustry has an average growth with a very
good trend. It is shown that the decline that
occurred was very minimal, even in 2020
when the COVID-19 pandemic occurred,
the manufacturing sector in Kabupaten
Gresik did not experience a very large con-
traction when compared to other sectors,
in a significant percentage decrease. This
illustrates the existence of the industrial
sector in Kabupaten Gresik. This research
is supported by the results of studies and
research that have been carried out by Ca-
hyani & Muljaningsih (2022) the existence
of the processing industry sector in Kabu-
paten Gresik shows the truth of the exis-
tence of a form of economic progress, but
it is followed by labor problems which are
reflected in the large unemployment rate.

Furthermore, the phenomenon of this re-
search problem is also in line with the
study conducted by Diniyah & Fisabilillah
(2023) that unemployment is caused by
the wage system in the economic sector
and the problem of the high labor force,
followed by the problem of low-quality hu-
man resources with uneven infrastructure
development. The labor gap problem is
explained in microeconomics by Mankiw
(2014) as a form of wage rigidity problem.
That is the point where there is no balance
in the development of wages in the labor
supply and thus a gap will be created.

The progress of the economy in the
manufacturing sector and the development
of wages that increased significantly are
presented in the following figure 3.

Industrial development reflects an
important role in the economy of Kabu-
paten Gresik. With an average trend that
is improving and even a decline in 2020 is
only minimal, the existence of the process-
ing industry sector as an economic base
reflects the corresponding field data on a
decrease of -0.02% and can increase sig-
nificantly in 2021. This research is in line
with the study conducted by (Mahila.S.
2017) the increase in the minimum wage
in each year shows that the Decent Living
Needs have increased similarly. Determi-
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Figure 3.

Development of the industrial sector and minimum wage in Gresik 2017-2021
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nation of wages adjusted to the needs of
life is carried out to achieve the result of
equality in the cost of living that must be
met. The interpretation of the increasing
wage phenomenon is that the government
has accelerated the adjustment between
the income and living expenses of each
community. However, it becomes a chal-
lenge when the employment problem in
Kabupaten Gresik is still high at 8.00% in
2021, reflecting that the Open Unemploy-
ment Rate is still a major problem for eco-
nomic sustainability.

Unemployment occurs when it is
associated with wage rigidity that brings
about conditions of increased labor supply.
This research is in line with the study con-
ducted by Brigemann (2023) explains that
unemployment is created as a result of la-
bor competition in the market. Through the
Diamond-Mortensen Pissarides analysis,
the interpretation is that market competi-
tion has a positive impact on unemploy-
ment fluctuations. When unemployment
increases, the implication that materializes
is the problem of the economy at large. Be-
cause unemployment is interpreted as the
sustainability of a country’s economic di-
rection, either getting worse or getting bet-
ter. Furthermore, the concept of classical

10,00%

8,00%

6,00% 571%  5.40%

4,54%
4,00%

Percent (%)

2,00%

0,00%

2017 2018

85.213
657 o1 064532
I 057.273

2019

MediaTrend 19 (1) 2024 p. 123-138

economic theory explains that unemploy-
ment occurs because the labor supply is
not in line with labor demand (Priyono dan
Zainuddin Ismail, 2017). Classical theory
assumes that there is a gap when the sup-
ply of labor is not proportional to the de-
mand for labor. The development of the la-
bor force in Kabupaten Gresik also shows
an increase in 2017-2021, reflecting how
the conditions of labor supply are created.

Based on research Mawadah
(2018) the increase in the labor force that
occurs every year reflects the amount of
labor supply. An increase also occurs in
the number of unemployed people which
reflects the gap in the labor market. The
gap is defined when there is a consider-
able difference when the supply of labor is
not proportional to the demand for labor.
The implication that materializes is high
unemployment when many workers do
not have equal opportunities in access to
employment. This research is in line with a
study by Herman (2020) using panel data
regression is explains that an increase
in wages creates high labor productivity.
However, over time, it will be followed by a
condition of decreasing market share and
forming social inequality in the community.
This is what ultimately causes labor prob-
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Figure 4.

Development of the Number of Labor Force and Open Unemployment Rate in
Gresik 2017-2021
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lems, namely unemployment, which is in-
creasing every year. So, the need for major
intervention by government policy in the fu-
ture can adjust the problem between eco-
nomic progress and economic challenges
in a region.
Based on research Purwasih.H

(2017) describes the results of the analy-
sis of the influence of industry on employ-
ment. The results show that the growth of
the industrial sector has a significant and
positive effect on labor absorption. This
means that when the industry can experi-
ence development and increased growth,
the positive effect results in an increase in
employment, this will reduce the employ-
ment problem, namely unemployment. The
role of industry shows a good contribution.
In classical theory, industrial growth can be
used as a solution to the problem of unem-
ployment which is a threat to the develop-
ment of a country. Because industry plays a
big role in labor absorption. Then based on
the results of research by (Zhu, R., Jiang,
J., Cong, Y., & Chen, G. 2023) the trend of
industrial structure is closely related to the
quality of economic development. Where
this result leads to an increase in labor
productivity which becomes a bridge in the
effective allocation of human resources.

Based on research by Zahroh.S.Z
(2017) describes the results of the analysis
of the positive influence between the labor
force and the open unemployment rate.
When the increase in the number of labor
force continues to increase, it will make the
form of unemployment increase. This is
because the percentage of the labor force
is not fully absorbed in existing jobs. In
the end, balance cannot be realized and
becomes a form of inequality. This is in
accordance with the classical theory that
humans have developed much faster than
the production of agricultural products that
they need, this difference illustrates the
form of economic scarcity. The connection
forms a labor problem, namely unemploy-
ment.

Basedonresearch by Suaib.A.R.A,,
& Agustina.N (2022) describes the results
of the analysis of the positive effect of mini-
mum wage development on employment
problems. Where the increase in minimum
wages that occurs, every period will create
an increase in unemployment. This hap-
pens because the labor supply continues
to grow significantly. This is in accordance
with the substance theory that an increase
in wages ultimately has an impact on labor
supply. The assumption is that as wages
increase, it becomes easier for individuals
to fulfill their needs, so the rate of marriage
will increase. The implication is that the
population increases and there is an in-
crease in the labor force. When the market
is unable to provide the appropriate labor
demand, the imbalance becomes the main
problem with the output of increasing un-
employment.

In this study, the author wants to
analyze how the continuation of the op-
portunities of the processing industry sec-
tor as an economic base in Kabupaten
Gresik in terms of employment issues. The
growing industrial sector shows a positive
trend and has even become a major pil-
lar of economic growth. However, it is still
followed by the problem of unemployment,
which shows a significant development ev-
ery year. The gap is reflected in economic
progress through industrialization growth
followed by unemployment, the interpreta-
tion is why the labor market does not ad-
just to existing industrial opportunities. The
novelty of this research leads to a discus-
sion of what schemes are implemented by
industry in Kabupaten Gresik, in reviewing
the high unemployment rate. Furthermore,
field data shows that the minimum wage
in Kabupaten Gresik is very concerning
to the government, so with this economic
progress, this research is carried out as
an update to review economic opportuni-
ties and challenges in labor issues. In the
future, the contribution of this research can
be allocated theoretically and practically to
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the preparation of policies by the govern-
ment, in overcoming unemployment to be
able to be reduced through various inno-
vations and interventions of local govern-
ments.

METHODOLOGY

Thisresearch uses a quantitative
approach. According to Sugiyono Guzman
& Oktarina, Nina Paper (2018), it makes a
description of quantitative research con-
ducted on populations to samples in which
there is statistical data analysis on prede-
termined hypothesis testing. Population is
something that represents the totality of
what has been studied in a study, so the
population in this study is a form of rela-
tionship with the time series, namely 2006-
2021 in East Java Province which includes
Gresik Kabupaten. Then, the sample is
part of the population or its representa-
tive so in this study, the sample used is the
Manufacturing Industry Sector, Total Labor
Force, Minimum Wage.

Data collection techniques as a
basic activity to collect data according to
applicable procedures. So from the popu-
lation to the sample of this study using
secondary data that researchers obtained
from various literature by the relevance
of research problems. Thus, the data
source for this research was obtained from
the data grouping unit by the Kabupaten
Gresik Statistics Agency, as well as pub-
lications from the Kabupaten Gresik Gov-
ernment Office for data from 1994-2023 for
all research variables, both X and Y. Data
analysis techniques in research with sev-
eral analyses including:

a) Classical Assumption Test

According to a study conducted by
Ghozali (2018) this test is carried out to
determine the certainty of the regression
model with BLUE (Best Linear Unbiased
Estimate) provisions where there are sev-
eral stages including:

Normality Test
The results given are in the form
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of a Plot of Regression Standardized Re-
sidual. The normally distributed residual
value reflects that the sign of the regres-
sion model that is compiled is good, where
these results will be seen when the data is
normally distributed or not if it is depicted it
will spread diagonally.

Multicollinearity Test

Namely, testing is carried out to
determine whether the regression model
finds a perfect relationship, or close to it,
between the independent variables. The
independent variable in question is vari-
able X which is determined in the study.
The results can be seen based on the Vari-
ance Inflation Factor and Tolerance values
for each variable.

Heteroscedasticity Test

This test is carried out to determine
whether in the regression model, there is
an inconvenience in the variance of the
residuals from one observation to another.
If the variance is different, it is interpreted
as heteroscedasticity. With results based
on the statistical value of variable X above
0.05 in the Spearman Rank test.

Autocorrelation Test

Conducted to determine whether
in the linear regression model, there is a
correlation in the error between the con-
founders of a certain period in the previ-
ous period’s confounding variables. If the
results show a correlation, it can be con-
cluded that an autocorrelation problem is
found. A good regression model with an in-
dication requires avoiding autocorrelation
problems. With the results of the suitability
of the Durbin-Watson Test value.

b) Model Test

The Coefficient of Determination,
according to a study by Ghozali (2018) is
a value of how much the percentage of the
Y variable relationship can be explained by
the X variable.
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Simultaneous Test (F Test), accord-
ing to a study by Ghozali (2018) that this
test is carried out to provide evidence of
whether all x variables are simultaneously
able to influence the y variable.

c) Multiple Linear Regression Analysis

According to a study by Ghozali
(2018) to determine how the direction and
magnitude of the influence of variable x on
y. The formulation is written as follows:

where

Y is open unemployment rate, g, is con-
stant, X, is growth of manufacturing indus-
try sector, X, is growth of total labor force,
X, is minimum wage growth, B, B, B, is re-
gression coefficient e is confounding vari-
ables

d) Hypothesis Test (t-Test)

According to a study by Ghozali
(2018), proves whether variable x is indi-
vidually able to influence variable y.

RESULTS AND DISCUSSION

The Classical Assumption Test re-
sults have met the BLUE (Best Linear Un-
biased Estimate) standard with the follow-
ing results:

Normality Test, with the results of
the Plot of Regression it can be seen that
the distribution of plot points is close to
the diagonal line, thus in this study, it has
a normal distribution. The results of data
analysis are depicted in the regression plot
based on the distribution of data points that
are not found away from the diagonal line.
Thus it is concluded that the overall data in
this study is normally distributed. This re-
quirement is a determinant that regression
analysis will create good values.

Multicollinearity Test, the results
of the analysis indicate that there are no
symptoms of multicollinearity, listed in the
following table 2. The results of Multicol-
linearity testing concluded that the value of
the independent variables had no VIF> 10
and Tolerance < 0.1, so this in this study,
it was concluded that the regression com-
piled had no symptoms of Multicollinearity.

Autocorrelation test, the results of
the analysis obtained in this study did not
show symptoms of autocorrelation, listed
in the following table 3. Based on the table
3, through the tests carried out, the Durbin-
Watson value is 1.482, which this value is
in the provisions between -2 and +2 so it
is concluded that the research conducted
does not have Autocorrelation symptoms
(Ghozali, 2018).

0.e

0.6

o4

Expected Cum Prob

0.d

00 o2
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Source : Data processing, 2023
Figure 5.
Normal P-P Plot of Regression Standardized Residuals
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Table 2.
Multicollinearity and Heteroscedasticity Test Result
Variabel Tolerance VIF Hetemsc{esdiags;icity Test
Growth of
Manufacturing
Industry Sector 0.395 1.118 0.867
(#1)
Growth in Total
Labor Force 0.940 1.064 0.384
(*2)
Minimum Wage
Growth (X3) 0.835 1.065 0.359

Source : Data processing, 2023

Table 3.
Autocorrelation, Coefficient Determinatio and F-Test Test Result

Valug
Durbin-YWatson 1.482
R 0.673
R G112
F 3.057
(Sig.) (0.024)

Source : Data processing, 2023

Heteroscedasticity test, the re-
sults of the analysis obtained by this study
passed heteroscedasticity, listed in the fol-
lowing table 2. Based on the results above,
it can be seen that the overall significant
value of the independent variable >0.05,
so in this study it is free from Heterosce-
dasticity symptoms.

Model Test, the results of the re-
search model testing analysis are obtained
as follows Coefficient of Determination.
The value (R?) (coefficient of determina-
tion) of 0.612 indicates that the ability of
the independent variable (variable X) to
influence the dependent variable (variable
Y) is 61.2%, while the remaining 38.8% is
influenced by other variables outside the
study.

To find out how the overall effect
of the independent variable on the depen-
dent variable, with the Simultaneous Test
(F Test). From this test, it is concluded that
all X variables can influence the Y variable
with the results of the sign value below
0.05.

Multiple Linear Regression Analysis
Y=6.013-0.008X, +0.028X,-0.011X +e

From the linear regression equation mod-
el, it is then interpreted:

The constant value (f,) of 6.013 in-
dicates that if the variables X1 (Growth of
Processing Industry Sector), X2 (Growth of
Total Labor Force), and X3 (Growth of Min-
imum Wage) are constant, meaning that if
there is no increase and no decrease, the
value of variable Y (Open Unemployment
Rate) is 6.013%.

The value of regression coefficient
(B,) is 0.016, and the value of (B,) is posi-
tive reflecting a one-way relationship, it is
interpreted that if variable X1 (Growth of
Processing Industry Sector) increases by
one percent (%), the Open Unemployment
Rate (Y) will decrease by 0.008%.

The value of the regression coeffi-
cient (B,) is 0.028, and the value of (5,) is
positive, reflecting a one-way relationship,
interpreted that if the variable X2 (Growth
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in the Total Labor Force) increases by one
percent (%), the Open Unemployment
Rate (Y) will increase by 0.028%.

The value of the regression coeffi-
cient (p,) is -0.011, and the value of (R3)
is negative, reflecting a different direction
relationship, it is interpreted that if variable
X3 (Minimum Wage Growth) increases by
one percent, then the Open Unemploy-
ment Rate (Y) will decrease by 0.011%.

ment prioritizes capital-intensive schemes.
Based on a study by (Zilfiyah, 2013) ex-
plained that industrial development in In-
donesia does not affect labor absorption so
the Gross Regional Domestic Product of
the processing industry sector in Indonesia
is relatively high but cannot be followed by
labor absorption. The same results occur
in Kabupaten Gresik so industrial develop-
ment has not been able to answer existing
labor problems.

Table 4.
T-Test
Variable T Sig.
Growth of
Manufacturing Industry -0.443 0.662
Sector (X1)
Growth of Labor Force
1.566 0.130
e v
inimum Wage
Growth (X3) -2.196 0.024

Source : Data processing, 2023

From the result of the t-test, it is
known that the variables of Growth of the
Processing Industry Sector and Growth of
the Total Labor Force have no significant
effect on the Open Unemployment Rate
with a Sig result above 0.05. Meanwhile,
the Minimum Wage Growth variable has a
significant and negative effect on the Open
Unemployment Rate with a sig value be-
low 0.05.

Discussion
Effect of Growth of Processing Industry Sec-
tor on Open Unemployment Rate

Based on the results of the analy-
sis, it can be understood that the Growth
of the Manufacturing Industry Sector does
not have a significant effect on the Open
Unemployment Rate. This is obtained
in the analysis with a probability value of
0.662 with this result greater than the level
of 5% or 0.05 (0.662 > 0.05). This reflects
that the development of industrial growth
has not had a role in labor absorption.
The processing industry sector with insig-
nificant results on the unemployment rate
is due to the fact that industrial develop-

Industrial development in Kabu-
paten Gresik has a great opportunity in the
optimization of industrial estates, with the
projection of the East Java Province Indus-
trial Growth Center Area (WPPI) Master
Plan in 2035 on the progress of an area of
6,225 Ha. The industrial estate is divided
into Gresik Industrial Estate, Maspion In-
dustrial Estate, and JIIPE Industrial Estate
(Java Integrated Industrial Ports and Es-
tate) to become a Special Economic Zone
(KEK) in 2021 as a competitive industrial
area domestically and internationally. The
development of Industry 4.0 in Kabupaten
Gresik is coordinated to combine technol-
ogy with the entire process of producing
goods. JIIPEE with an environmentally
friendly industry based on data on an area
of 2,167 Ha will continue to move innova-
tion. So that the direction and development
of the progress of the industrial sector in
Kabupaten Gresik is focused on technolo-
gy and moves capital intensive (Gresik Re-
gional Development Planning, Research
and Development Agency, 2021).

The results of a study by (Djunaidi
& Alfitri, 2022) explain how labor is threat-
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ened in a capital-intensive system. It is ex-
plained that the phenomenon of unemploy-
ment is created due to a mismatch between
the number of jobs and employment oppor-
tunities for each labor force. In industrial
development, the focus of capital-intensive
schemes is unable to provide solutions to
labor problems. Thus, industrial progress
increases and even becomes a great op-
portunity for the economy, not showing its
ability to reduce unemployment. Because
the capital-intensive scheme is a compa-
ny will want the product as a production
output in quantity and quality can have
competitiveness. Industry with increasing
technological developments will create its
existence in market competition.

In Kabupaten Gresik, industrial ori-
entation leads to capital intensive so that
the demand for labor is not maximized.
The results of studies related to labor is-
sues by (Fatimah & Utomo, 2023) also
explain that the processing industry sector
does not influence the level of open unem-
ployment in Central Java. The internation-
al research literature (Jung & Lim, 2020)
has explained that robot-based industrial
transformation supports rapid economic
development. However, it will not be a re-
lationship in employment issues, because
robot-based industries do not provide labor
demand in the market.

Effect of Labor Force Growth on Open Un-
employment Rate

Based on the result of the analy-
sis, it can be understood that the Growth
of Total Force does not significantly influ-
ence the Open Unemployment Rate. This
is obtained in the analysis with a probabil-
ity value of 0.130 with this result greater
than the level of 5% or 0.05 (0.130 > 0.05).
Thus, it means that the number of the labor
force does not affect the employment prob-
lem, namely unemployment. This reflects
that the increase or decrease in the growth
rate of the labor force does not necessar-
ily provide fluctuations in the level of open
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unemployment in Kabupaten Gresik.

The results of the international
research literature review by (Seiz et al.,
2024) explain that unemployment is influ-
enced by the level of education. This re-
search discusses Education as a Protec-
tive factor in High Unemployment in the
Spanish Country study. Referring to the
macroeconomic theory, the issue of eco-
nomic problems is unemployment during
the Great Recession. It is explained in
this study that unemployment is not deter-
mined by the size of the labor force, but
rather by the education of a mother, with
the results of the analysis that a mother
who has a higher education will reduce the
number of unemployed. The protective ef-
fect is also explained in this study that a
mother’s education will protect the exploi-
tation of human resources.

Maternal education plays a role in
maternal health. The effect is that unem-
ployment will not increase because the
birth rate can be suppressed to decrease.
When this happens, the phenomenon that
is composed is the suppression of the labor
force rate so as not to create a gap in the
labor market. A mother’s education will link
the correlation of unemployment, as the
mother is the first level of education in the
family. The mother’s studies will provide a
form of protection against the threat of ex-
tortion from the labor force. Education em-
phasizes how a person can position what
is lacking and what they should do. So in
companies that are not legal entities and
are not responsible for their workforce, the
role of education will lead to how a person
can express an attitude not to be further
disadvantaged and suppressed welfare.

This is the result of this research,
where the growth of the labor force is not
the main factor in unemployment. This is
because education is also a trigger for the
increase or decrease in the level of open
unemployment in a region. How the ex-
isting education condition relates to labor
demand because education is one of the
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degrees of determining labor qualifications
in a company. The skills and abilities pos-
sessed by workers can be seen from the
level of education they have taken, and the
position of workers in a company is also de-
termined by the education they have taken
because this concerns how the workforce
can complete the workload they take. Be-
cause of this, the growth of the labor force
is not the main factor in unemployment.
This is because education is also a trigger
for the increase or decrease in the level of
open unemployment in a region. The skills
and skills possessed by workers determine
how the absorption of labor for a compa-
ny. With this, the growth of the labor force
does not have to be the main determinant
of the open unemployment rate in Gresik.

Effect of Minimum Wage Growth on Open
Unemployment Rate

Based on the results of the analy-
sis, it can be understood that the Growth
of Minimum Wage has a significant effect
on the Open Unemployment Rate. This is
obtained in the analysis with a probability
value of 0.024 with this result greater than
the level of 5% or 0.05 (0.024 < 0.05). This
influence is reflected in a negative rela-
tionship, that when wages increase, it will
be a solution to the employment problem,
namely unemployment can decrease. The
results of this study follow the study of (Ra-
khmawati & Boedirochminarni, 2018) in
explaining that wages can increase labor
absorption. Furthermore, increased wages
can realize an increasingly progressive or-
der of life in the development of welfare.
Thus, the achievement of economic wel-
fare can be maximally realized by support-
ing the implementation of economic devel-
opment for a region.

The wage increase described in
the MPL (Marginal Product of Labor) the-
ory is related to the employment of a re-
gion. Marginal Product of Labor (MPL), is
the additional output to be received by the
company is the impact of adding one unit

of input. In the view and study of classical
economic figures, this MPL is considered
equal to the real wage received by labor
(MPL = W/P) so the amount of MPL is the
quantity of wages that will be handed over
to workers. This theory is structured on the
increase in the marginal output of produc-
tion factors when the true wage is com-
pensation for the increase in the value of
production received by the company from
employees. The addition of production fac-
tors carried out by the company here has
positive implications for the final results it
will achieve. And when the company adds
production inputs, it will align the demand
for labor in the market, thus opening up
employment opportunities for a population
(Priyono dan Zainuddin Ismail, 2017).

The result of this study is that wag-
es in their development are increasing,
which will create good implications for em-
ployment in Kabupaten Gresik. Increasing
wages indicate that the government has
harmonized between income and expen-
diture by the community. The minimum
wage is a worker’s right and an obligation
for every company to fulfill it. When wages
increase, it reflects that the company can
achieve escalation. There is an increase in
sales output for products that have been
marketed to the public. Increased wages
will provide additional consumption for the
community. When consumption increas-
es, purchasing power will increase and in
Keynes’ economic theory, unemployment
will not be a problem when the economic
life of the community in terms of purchas-
ing power can be maintained by the gov-
ernment (Priyono dan Zainuddin Ismail,
2017).

Wage growth can reduce unem-
ployment following the literature review on
international research by (Jia et al., 2021)
which discusses The impact of Wages on
the theme of Economics Growth and Un-
employment. The explanation leads to the
minimum wage policy having a close rela-
tionship with the economic growth cycle.
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Where wage growth will optimize labor pol-
icies to social security as an allocation of
economic achievements can increase pos-
itively. The results of his research explain
that our minimum wage model is increas-
ing growth and will increase workers’ in-
come so that domestic demand also grows
from public consumption. Up to the ability
of wages to control the level of unemploy-
ment by the government. Thus the alloca-
tion of economic development dividends
can be maximally achieved and realize the
economy is growing.

The results of this study that wages
in their development are increasing will
create good implications for employment in
Kabupaten Gresik. When wages increase,
it reflects that the company can achieve
escalation. There is an increase in sales
output for products that have been mar-
keted to the community. Increased wages
will provide additional consumption for the
community. Wage growth can reduce un-
employment following the literature review
with the same results in the discussion of
wage and unemployment problems. The
meaning of the analysis is understood in
the form of increasingly significant develop-
ments in the minimum wage policy. Where
this policy is issued by the government and
has a close relationship with the economic
growth cycle. Up to the ability of wages to
be used as a control belt to suppress or
reduce the unemployment rate by the gov-
ernment. Then the balance between sup-
ply and demand for labor in Gresik. The
limitation of this writing is that researchers
do not analyze other factors in employ-
ment problems so that future researchers
can make novelty from the continuation
of this research by adding other variables
such as education, economic growth, and
inflation to capital investment.

CONCLUSIONS

The conclusion of this study aims
to determine and analyze the effect of
economic opportunities and employment
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problems in Gresik. This study investigates
the effect of the development of the manu-
facturing sector, labor force, and minimum
wage on the open unemployment rate in
Gresik with a focus on data for 2007-2021.
Based on the results of the study, it can be
concluded that the growth of the manufac-
turing sector and the labor force has no
effect on the level of open unemployment
in Kabupaten Gresik, while the growth of
the minimum wage can have a negative
relationship with the level of open unem-
ployment in Kabupaten Gresik. The recom-
mendations for the utilization of the results
of this study for the government to be able
to regional development policies in relation
to wages to stay in line with the expendi-
ture of the basic needs of the community
with the aim of being able to increase peo-
ple’s purchasing power. Furthermore, poli-
cies by the government must also follow
up on economic opportunities in the pro-
cessing industry sector in order to create
a multiplier effect for other sectors. As well
as formulating the creation and expansion
of employment opportunities that are not
centered on capital-intensive but labor-in-
tensive schemes until a form is obtained.
The limitations of this research refer to the
independent variables used, broad macro-
economic problems can be added to the
complexity of research variables, espe-
cially those related to employment. So with
this, future researchers can add variable
updates such as the level of education,
and inflation to economic growth on linear
issues in this study.
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