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Abstract 
 

This study aims to examine the effect of unemployment on poverty and the human development index in 8 selected Sumatran provinces. For this 
reason, this study uses panel data, namely cross-section data (8 provinces on the island of Sumatra) and time series data (2007-2020). The 
methodology of this study uses two econometric models, namely Model 1 of unemployment in relation to poverty, and Model 2 of 
unemployment in relation to the human development index. In this study, we will use descriptive statistics, correlations, and linear 
regression.The empirical findings of this study indicate that unemployment has a positive and significant relationship with poverty, and the effect 
of unemployment on the human development index is positive and significant. Model 2 contradicts theory and many other research results, 
where unemployment has a negative effect on the human development index. This is due to the many government assistance programs for the 
unemployed, so they deserve to live. 
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INTRODUCTION 

 
The paradigm of economic development, the population is 
considered a resource that influences economic growth. High 
population and population growth can cause problems in the 
economic development of a country, especially the problem of 
unemployment. The problem of unemployment is actually a 
classic problem that is still difficult to overcome in many 
countries, especially poor countries, because theoretically 
people who are unemployed mean they don't have jobs and 
income, and by not having income these people cannot meet 
their needs. Because unemployment is a major problem in the 
economic development of a country, efforts are needed to 
suppress/reduce it, as stated (Cristescu, 2017). The availability 
of employment is lower than the growth of the labor force 
resulting in unemployment. High unemployment growth can 
encourage a number of social problems, for example, 
according to (Rafiq, Ahmad, Ullah, & Khan, 2008) that 
unemployment causes crime, suicide, and poverty levels.   
 
The natural rate of unemployment is between 2-3 percent with 
the economy at full employment (Sadono Sukirno, 2008) and 
this happened in developed countries. Unemployment can be 
indicated by the large availability of labor compared to the 
demand or need for labor, which in turn causes many to be out 
of work. The large number of workers who do not get the 
opportunity to work will cause problems in a country's 
economy, so government policies are needed because they will 
have an impact on poverty and the population is not 
prosperous. Besides that, unemployment causes people to be 
trapped in poverty, and not prosperous and a country's 
economic development will be further away from progress. 
According to (Suryawati, 2005), poverty is living in a lack of  
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money and low-income levels, health levels, low education 
levels, and powerlessness in determining their own way of life. 
Meanwhile (Kuncoro, 2004) states that we can measure the 
level of welfare with the Human Development Index (HDI),  
which includes three important components, namely the life 
expectancy index, the education index, and the index of decent 
living standards. Based on the explanation about 
unemployment above, there are many articles from research 
that explain unemployment which results in poverty and a 
person's welfare, including (Meo et al., 2018) about the 
relationship between unemployment and poverty in Pakistan, 
(Pohlan, 2019) about the causal relationship between 
unemployment and various dimensions of social 
marginalization in Germany, (Lindemann and Gangl, 2019) on 
the adverse effects of parental unemployment case studies in 
Germany, (Sessu, 2020) on the positive and significant 
relationship between unemployment and poverty in Indonesia, 
(Morrish and Medina-Lara, 2021) about the high level of 
loneliness due to unemployment in higher income western 
countries, (Bai, 2021) about the relationship between 
unemployment and strong and positive credit risk in A, 
(Choirur et al., 2021) about the relationship between open 
unemployment and poverty significant and positive, 
(HailuDemeke, 2022) regarding the effect of youth 
unemployment on political instability in IGAD member 
countries. And many others. This article discusses 
unemployment on the island of Sumatra in Indonesia. Sumatra 
Island is in a position between 6°N-6°S and 95oW-109oE, to 
the north it is bordered by the Bay of Bengal, to the east by the 
Malacca Strait, to the south by the Sunda Strait and to the west 
with the Indian Ocean. It has an area of 443.065,8 km2 and a 
population of 58,6 million at the end of 2021. The description 
of the island of Sumatra is as follows: 
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is significant and positive. (2) The regression coefficient of 
unemployment is 0,7718, which means that if the 
unemployment rate increases by one unit, then poverty is 
0,7718. This explains that the increase in unemployment is 
relatively small compared to the increase/change in 
unemployment, so the relationship that occurs is inelastic. (3) 
The magnitude of the variation in the effect of unemployment 
on poverty is 0,842789 or 84,28 percent and the rest is 
influenced by variables not examined in this study, namely 
14,72 percent. The results of this study are in line with the 
results of research conducted by (FitzRoy& Jin, 2018), 
(Anderu, 2021), (Feriyanto, El Aiyubbi, &Nurdany, 2020) and 
(Fajriah, 2021) which state that unemployment has a positive 
and significant effect on poverty. 
 
Model 2 : 
 

𝐿𝑛𝐻𝐷𝐼 2,2400 0,8888 𝐿𝑛𝐸𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡  
 
The regression equation model 2 is formed from table 5 above. 
Regression model 2 equation: (1) Has a constant of 2,2400. 
This value explains that if the unemployment variable does not 
change, then the HDI value is 2,2400. This constant value is 
significant at a prob value of 0,0000 and a t test of 25,1949. (2) 
The regression coefficient of the unemployment variable is 
0,8888. Based on the regression coefficient, it can be 
calculated the elasticity of unemployment against HDI. The 
HDI elasticity value is 0,8888, which means that every 1 unit 
increase in unemployment will increase the Human 
Development Index by 0,8888 units or is called inelastic and 
the effect is significant and positive. (3) In Table 5. It can also 
be seen that the value of the coefficient of determination for 
the regression between the unemployment variable and the 
Human Development Index is 0,754387. This value explains 
that 75,44 percent of the unemployment variable is able to 
explain the Human Development Index (HDI), while the 
remaining 24,66 percent is influenced by other variables not 
included in this research model. The results of this study are in 
line with research (Primandari, 2019), (Susilo, 
Kholilurrohman, &Hasan, 2020), (Hussain, Nasiri, Akram, & 
Zahra, 2020) and (Syaputro, 2022). 
 
Conclusions and Recommendations 
 
The results of the research above explain that unemployment 
has a positive and significant effect on poverty. The results of 
this study explain that high unemployment will cause the 
poverty rate to increase. Poverty in many countries is a social 
problem that is difficult to describe, and for that, we need 
appropriate policies to overcome it. One of the root causes of 
the problem is unemployment. The dominant cause of 
unemployment is the insufficient availability of jobs for the 
population to work and earn income. In this regard, it is hoped 
that policymakers will provide jobs for the unemployed 
population through laborintensive investment. Unemployment 
has a positive and significant effect on the Human 
Development Index. The results of this study contradict the 
existing theory, where the increase in unemployment and the 
Human Development Index also increases. Policies related to 
the human development index are related to government 
policies regarding population control. As the population 
increases, the government must increase the budget for the 
education and health sectors, especially for infrastructure 
development in the education and health sectors. While the 
unemployment policy relates to the availability of jobs and 

affects the income to be received. In this case, what must be 
done is that the increase in education and health costs must be 
balanced by the availability of employment opportunities for 
the community so that it will affect per capita income and 
many programs carried out by the government for the welfare 
of the community through all aid funds are only in the form of 
temporary problem solving. 
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