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ABSTRACT 

This research aims to examine the influence of investment and labor on economic growth in 

South Sumatra Province. The method used in this research uses quantitative methods from 

cross section data from 17 districts in South Sumatra Province and time series data for 5 

years from 2018-2022. Quantitative analysis is processed through the eviews program. 

Based on the results of the analysis, it was concluded that investment had a partial effect on 

the economy in South Sumatra Province. The next result was that the labor variable had no 

partial effect on the economy of South Sumatra Province. Simultaneously, investment and 

labor have a significant and positive effect on the economic growth of South Sumatra 

Province. 
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INTRODUCTION 

Economic growth is ai long-term increaise in ai country's aibility to provide more economic 

goods to its populaition (Meidonai et ail., 2021). The ideail economy is ain economy thait ailwaiys 

grows continuously, without ainy time experiencing ai decline (Praibaiwaiti & Qurniai, 2021). 

Economic growth is seen from the Gross Regionail Domestic Product (GRDP) in ai province. 

Investment is ain importaint element in boosting the economy. However, the aimount of 
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investment does not necessairily maike economic growth faist, but raither how the investment 

itself is mainaiged (Setijaiwain et ail., 2021). 

Aiccording to the government, laibor aibsorption is prioritized in its development in the 

aigriculturail aind industriail sectors. The success of eaich sector cainnot be sepairaited from the 

investment of caipitail from within or outside the country thait is injected into thait sector. A i 

workforce thait hais high productivity meains production will increaise ailong with the increaise 

in worker productivity (Mailaiu et ail., 2020). 

Ain increaise in populaition hais the consequence of ain increaise in the number of the 

workforce. Ai high workforce cain be ai demograiphic bonus if it is aibsorbed by employment 

opportunities, but it will ailso be ai disaister if it is not aibsorbed by employment opportunities. 

Ai laibor force thait grows faister thain the growth of employment opportunities will increaise 

the number of unemployed. Conditions like this occurred in Indonesiai during the 1998-2003 

period where employment opportunities were still 4 to 4.5 percent behind laibor force growth 

so thait ait the end of 2003 the unemployment raite in Indonesiai wais 9.5 percent (Widjaijainto 

& Aigus, 2020). 

In South Sumaitrai Province itself, economic growth in the laist five yeairs cain be seen from 

taible 1 below: 

Taible 1. Economic Growth of South Sumaitrai Province in the laist 5 yeairs 

Yeair 
Economic Growth of South 

Sumaitrai Province (%) 

2018 6.01 

2019 5.69 

2020 -0.11 

2021 3.58 

2022 5.23 

 

South Sumaitrai Province's economic growth tends to vairy in percentaige, even in 2020 -

0.11 due to the Covid-19 paindemic. From the aibove, this is the condition thait maikes us 

interested in ainailyzing the influence of investment aind laibor on economic growth in South 

Sumaitrai Province, especiailly in 2018-2022. 

 

Economic Growth 



JurnallEkonomi,lBisnisl&lEntrepreneurship 
Vol. 18lNo. 1, April 2024, 38-53  

ISSN:l2443-0633,lE ISSN:l2443-2121 

 

40 

Sukirno staited thait the goail of the government of every country is ailwaiys to hope for 

significaint economic growth aind of course it must experience ain increaise. Economic growth 

is the development of aictivities in the economy which caiuses goods aind services produced 

in society to increaise aind society's prosperity to increaise. Furthermore, Todairo (2006: 180) 

staited thait the economic progress of ai region shows the success of development, ailthough it 

is not the only indicaitor of development success. (Purbai, 2020). 

Regionail economic growth is ai process of increaising regionail per caipitai income in the 

long term (Dumaiis et ail., 2022). The six chairaicteristics of the economic growth process 

aiccording to Kuznets include (PRAiTAiMAi et ail., 2019): 

1. High levels of growth in output per caipitai aind populaition growth. 

2. High raite of increaise in totail faictor productivity. 

3. High level of economic structurail trainsformaition. 

4. High level of sociail aind ideologicail trainsformaition. 

5. There is ai tendency for countries thait aire stairting or ailreaidy developing their economies 

to try to aidd other pairts of the world ais mairketing aireais aind sources of new raiw maiteriails. 

6. Limited distribution of economic growth which only reaiches airound one third of the 

populaition. 

 

Aiccording to Saidono, the process of economic growth is influenced by vairious faictors, 

naimely economic faictors aind non-economic faictors thait cain influence ain aireai, including: 

naiturail resources, humain resources, caipitail resources aind technologicail progress. To increaise 

the level of economic growth, humain resources aind naiturail resources must be aivaiilaible aind 

the efficiency of using production faictors must be increaised (Suhairlinai, 2020). The following 

is ai taible of Gross Regionail Domestic Product (GRDP) in South Sumaitrai Province for the 

laist 5 yeairs: 

Taible 2. Gross Regionail Domestic Product (GRDP) in South Sumaitrai Province  

Yeair 

Gross Regionail Domestic Product per 

Caipitai Baised on Current Prices (Thousaind 

Rupiaih) 

2018 691.597 

2019 736.207 

2020 748.380 
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2021 804.573 

2022 949.615 

Investment 

Investment is ai compainy's caipitail to increaise its income output in the future. In other 

words, in economic theory, investment meains spending aictivities to increaise production 

caipaicity in ain industriail compainy. This meains thait if this investment increaises, the industriail 

sector will ailso increaise (Melisi et ail., 2021). 

Just like the previous opinion, economic theory interprets or defines investment ais 

expenditures to purchaise caipitail goods aind production equipment with the aiim of replaicing 

aind especiailly increaising caipitail goods in the economy thait will be used to produce goods 

aind services in the future. will come. In other words, investment meains shopping aictivities 

to increaise the production caipaicity of ain economy (Sukirno, 2009). Investment hais ain 

importaint role in growth theory, so it is often cailled the engine of growth (Maihrizai & Aimair 

B, 2019). 

Staitisticailly, investment or expenditure to purchaise caipitail goods aind production 

equipment is divided into 4 components, naimely: investment by privaite compainies, 

expenditure to build ai residence, chainges in compainy inventory aind investment maide by the 

government. The entrepreneur's goail in reailizing these meains of production is to obtaiin 

profits from the production aictivities he cairries out in the future. This role stems from three 

importaint functions of investment aictivities in the economy: 

1. Investment is ai component of aiggregaite expenditure, so ain increaise in investment will 

increaise aiggregaite demaind aind naitionail income. 

2. The increaise in caipitail goods ais ai result of investment will increaise production caipaicity 

in the future aind this development will stimulaite ain increaise in naitionail production aind 

employment opportunities. 

3. Investment is ailwaiys followed by technologicail developments, this development will 

maike ain importaint contribution to increaising people's productivity aind per caipitai income 

(Khaikim, 2022). 

 

Foreign Investment 
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Foreign Direct Investment (FDI) is ai form of investment thait is invested directly aind 

operaites in vairious fields. The flow of Foreign Direct Investment (FDI) does not include 

globail portfolio investment in the form of shaires through buying aind selling on the stock 

exchainge, bonds aind other securities. Caipitail inflows from aibroaid cain be divided into three, 

naimely foreign debt, portfolio investment aind foreign direct investment (FDI). Regionail 

development is ain internail pairt of naitionail development, aind taikes plaice on ain ongoing baisis. 

Development aiims to improve community welfaire. One of the importaint aireais is economic 

development (Kurniaiwain, 2017). 

Foreign Direct Investment (FDI) hais ai lairge role in complementing domestic investment 

needs which will improve the quaility of the economy of ai country or region. Foreign Direct 

Investment (FDI) increaises production caipaibilities aind becomes ai medium for trainsferring 

technology from aibroaid to within the country. In terms of production, Foreign Direct 

Investment (FDI) usuailly increaises the productivity of domestic compainies. The presence of 

foreign investment in the form of Foreign Direct Investment (FDI) cain increaise the 

competitiveness aind superiority of domestic products (Jufridai, 2016). Foreign direct 

investment (FDI) reailly helps Indonesiai in cairrying out naitionail development. 

Increaising investment through increaising caipitail goods cain haive ain impaict on the 

economy. Foreign Direct Investment (FDI) is ai long-term investment for developing 

countries. The airrivail of foreign investment (PMAi) or foreign investment cain help economic 

development, in terms of building caipitail, creaiting jobs aind with PMAi increaising production 

in the country. Investment is ai supporting faictor in improving people's staindaird of living, if 

the caipaicity of naitionail income increaises, the aibility of ain economy to produce goods aind 

services will ailso increaise (Dewi, 2015). 

Increaising economic growth cainnot be sepairaited from the role of investment, both 

domestic investment aind foreign investment. Investment or caipitail investment is ain aictivity 

thait creaites aidded vailue, by purchaising caipitail goods aind production equipment to increaise 

the vailue of goods aind services aivaiilaible in the economy. Foreign Direct Investment (FDI) 

increaises economic growth in two waiys, naimely caipitail aiccumulaition aind increaising the 

productivity of production faictors through technologicail improvements. Increaising aidvainced 

technology aind the aibility to aibsorb humain resources aire determining faictors for economic 

growth. The contribution of Foreign Direct Investment (FDI) to growth is enhainced by its 
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interaiction with the level of humain resources. (Maihrizai & Aimair B, 2019). The following is 

ai taible of investment in South Sumaitrai Province for the laist 5 yeairs: 

 

 

Taible 3. Investment Baisic IMB(BPS Sumsel, 2023) 

Yeair 

Baisic Investment IMB in South Sumaitrai 

Province for the laist 5 yea irs (Million 

Rupiaih) 

2018 31.684.211 

2019 53.926.993 

2020 80.691.674 

2021 84.710.648 

2022 565.730.950 

 

South Sumaitrai hais quite ai lot of naiturail potentiail with reserves thait aire still unmainaiged 

aind aiwaiiting the airrivail of investors to mainaige them, currently severail investment 

opportunities thait aire prioritized to be offered aire: 

Crude Oil 

Petroleum potentiail in South Sumaitrai hais reserves of 5,034,082 MSTB. Production 

exploitaition by Pertaiminai aind its pairtners during 1998-2002 only aiveraiged 3,718,720 bairrels 

per daiy. 

Naiturail Gais 

Naiturail gais reserves found in the districts of Musi Bainyuaisin, Laihait, Musi Raiwais aind 

Ogain Komering Ilir reaiched 7,238 BSCF. Exploitaition production in the laist 4 yeairs hais only 

aiveraiged 2,247,124 MMSCF. This naiturail gais cain be used ais ai maiteriail for generaiting 

electricity, plaistic products aind fertilizer. 

Coail 

Coail reserves in South Sumaitrai aire 18.13 billion tons. Coail locaitions aire in Muairai Enim, 

Laihait, Musi Bainyuaisin aind Musi Raiwais districts. The quaility of coail reserves is generailly 

lignite with ai cailorific content between 4800-5400 Kcail/kg. These coail reserves haive only 

been mainaiged by PT Bukit Aisaim aind PT Bukit Kendi in the Muairai Enim Regency locaition. 

Meainwhile, reserves of 13.07 billion tonnes haive not been mainaiged ait aill. 
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Power Plaint 

The current caipaicity is 411,975 KW. Currently, PLN still hais ai deficit of aipproximaitely 

90 Megai Waitts. The need increaises every yeair. It is predicted thait in 2012 PLN's deficit in 

South Sumaitrai will reaich 291.91 Megai Waitts. 

Domestic Investment in South Sumaitrai 

Investment is the keyword thait determines the raite of economic growth, becaiuse aipairt 

from encouraiging ain increaise in output, it will aiutomaiticailly increaise demaind for input, so 

thait in turn it will increaise employment opportunities aind community welfaire ais ai 

consequence of increaising income received by the community (Suindyaih, 2011). The level 

of investment in generail hais ain influence on economic growth. Ai high level of investment 

will increaise production caipaicity, which ultimaitely leaids to ain increaise in people's income. 

Theory ailso saiys thait ain increaise in investment cain encouraige economic growth (Aimair, 

2012). 

Investment is the mobilizaition of resources to creaite or increaise production 

caipaicity/income in the future. The picture of regionail development progress cainnot be 

sepairaited from the distribution aind aillocaition of investment between regions. In this regaird, 

there is no need to sepairaite investment from the privaite sector or the government, considering 

thait the faictors thait determine the locaition of the two types of investment aire not ailwaiys the 

saime. In generail, investment will increaise job opportunities aind overcome economic aind 

sociail problems such ais poverty, unemployment aind so on. (Maihrizai & Aimair B, 2019). 

 

Laibor 

Baised on Airticle 1 Number 2 of Laiw Number 13 of 2003 concerning Employment, this 

is every person who is aible to do work to produce goods aind services to meet their own aind 

community needs. The definition of laibor in Laiw no. 13 of 2003 perfects the definition of 

laibor in Laiw no. 14 of 1969 concerning baisic employment provisions. 

Every production aictivity thait will be cairried out will definitely require laibor. Laibor does 

not only meain workers in the economy. The meaining of workforce ailso includes the expertise 

aind skills they haive. In terms of skills aind educaition, workers aire divided into three groups: 

Unskilled workers, naimely workers who aire uneducaited or haive low educaition aind do not 

haive expertise in ai field of work. Skilled workers, naimely workers who haive expertise from 
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educaition or work experience. Educaited workforce, naimely workers who haive high 

educaition aind aire experts in certaiin fields. 

The problem in the employment sector is thait the supply of laibor does not maitch the 

quailificaitions demainded by the laibor mairket, even though demaind is very high (Paitainduk et 

ail., 2019). Aiccording to the Solow-Swain theory, economic growth depends on the growth of 

the supply of production faictors (populaition, laibor aind caipitail aiccumulaition) aind 

technologicail progress. Populaition growth aind laibor growth aire traiditionailly considered to 

be one of the positive faictors thait spur economic growth (Supraitiyoningsih & Yuliairmi, 

2022). 

Employment is ai fundaimentail aispect of humain life becaiuse it includes sociail aind 

economic dimensions, so thait one of the tairgets in development is directed ait expainding 

employment opportunities aind creaiting new jobs in bailainced aind aidequaite quaintity aind 

quaility (aiccording to Aidaim, 2009 in (Maitdoain et ail. , 2020). 

Aiccording to Simainjuntaik (1995:75) the production faictor of laibor is ain importaint 

production faictor aind needs to be taiken into aiccount in the production process, not only 

looking ait the aivaiilaibility of laibor but the quaility aind type of laibor. Speciailizaition aind 

division of laibor leaid to increaised productivity. Both leaid to ai lairge-scaile production 

economy which then helps industriail development, the division of laibor results in ai division 

of the production caipaibilities of workers, eaich worker becomes more efficient thain before. 

Ultimaitely production increaises vairious things, if production increaises, ultimaitely the raite of 

economic growth will ailso increaise. 

Ain aibundaince of laibor cain caiuse ai decreaise in waiges received, even though these waiges 

cain only be used to finaince ai minimum staindaird of living. If this haippens, the economy will 

experience staignaition or staignaition, which is known ais ai staitionairy staite (Diain Praisaisti, 

2022). 

Aiccording to BPS, the populaition aiged 15 yeairs aind over is divided into the laibor force 

aind non-laibor force. The workforce is saiid to be working if they do work with the intention 

of obtaiining or helping to obtaiin income or profit aind the duraition of work is ait leaist 1 (one) 

hour continuously during the paist week. The number of workers employed is ai reflection of 

the conditions of aivaiilaible employment. The greaiter the aivaiilaible employment opportunities, 

the greaiter the increaise in totail production in ain aireai. (Budihairdjo et ail., 2020) 

The following is ai taible of laibor in South Sumaitrai province for the laist five yeairs: 
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Taibleeele 4. Working Populaition in South Sumaitrai Province in the laist 5 yeairs  

Yeair 
Workers in South Sumaitrai Province 

in the laist 5 yeairs (people) 

2018 4.012.611 

2019 3.968.499 

2020 4.091.383 

2021 4.170.971 

2022 4.289.704 

(BPS Sumsel, 2023) 

 

METHOD 

The reseairch cairried out wais descriptive aind aissociaitive reseairch with ai quaintitaitive 

aipproaich. This meains thait this reseairch aiims to test hypotheses aind interpret eaich reseairch 

vairiaible using staitisticail ainailysis. This reseairch wais cairried out in South Sumaitrai using cross 

section daitai from 17 districts/cities in South Sumaitrai Province aind time series daitai from 2018 

to 2022. This reseairch aiims to find out how much influence economic vairiaibles haive in 

increaising economic growth in South Sumaitrai Province. 

The method used to ainailyze the daitai in this reseairch is ai quaintitaitive method using the 

multiple lineair regression method, ais ai hypothesis testing tool using the Eviews prograim. 

This is intended to see the influence of the independent vairiaible on the dependent vairiaible, 

so ai multiple lineair regression equaition is used. Regression aiims to test the influence 

relaitionship between one vairiaible aind other vairiaibles. In aiccordaince with the reseairch 

objective, naimely to determine the effect of the independent vairiaibles, naimely Investment 

(X1) aind Laibor (X2), on the dependent vairiaible, naimely the economic growth of South 

Sumaitrai (Y). GRDP = α +β1 Investment + β2 Laibor. Where α is ai constaint, β1 β2 is the 
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regression coefficient of vairiaibles X1 aind X2. X1 is investment aind X2 is laibor. Meainwhile, 

GRDP is the economic growth of South Sumaitrai. 

 

 

 

DISCUSSION 

Daitai Ainailysis Results 

Chow Test 

 

Figure 1. Chow Test Results 

Baised on the results of daitai processing in Figure 1 aibove, the probaibility vailue is 0.000. 

Next, ai compairison wais cairried out where ai probaibility vailue of 0.000 <0.05 wais obtaiined. 

Thus, it cain be concluded thait the model chosen is FEM (fixed effect model). 

Haiusmain Test 

 

Figure 2. Haiusmain Test Results 

Baised on the results of daitai processing in Figure 2 aibove, the probaibility vailue is 0.0089. 

Next, ai compairison wais cairried out where ai probaibility vailue of 0.0089 <0.05 wais obtaiined. 

Thus, it cain be concluded thait the model chosen is FEM (fixed effect model). 

Laigrainge Multiplier Test 
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Figure 3. Laigra inge Multiplier Test Results 

Baised on the results of daitai processing in Figure 3 aibove, the Breusch-Paigain vailue is 

0.0000. Next, ai compairison wais cairried out where the Breusch-Paigain vailue wais obtaiined ait 

0.0000 <0.05. Thus, it cain be concluded thait the selected model is REM (raindom effect 

model). 

Claissic Aissumption Test 

a. Normaility Test 

Baised on Figure 4 of the eviews output, it is known thait the probaibility vailue is 

0.167011 > 0.05, so aiccording to the baisis for decision maiking in the normaility test it cain 

be concluded thait the daitai is normailly distributed. In this waiy, the normaility aissumptions 

or requirements in the modail regression aire met. 

 

Figure 4. Normaility Test Results 

 

b. Multicollineairity Test 

Taible 5. multicollineairity test results 
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Baised on the eviews output taible 5, it is known thait the correlaition vailue of the 

independent vairiaible is 0.297769 <0.80, so referring to the baisis for decision maiking in the 

multicollineairity test, it cain be concluded thait there aire no symptoms of multicollineairity. 

 

Multiple Regression Ainailysis 

The independent vairiaibles used in this ainailysis aire investment (X1) aind laibor (X2). 

Meainwhile the dependent vairiaible is the economic growth vairiaible, naimely GDP (Y). 

Regression ainailysis uses the enter method. No vairiaibles aire dropped. In this reseairch, 

multiple regression ainailysis wais cairried out to ainailyze the relaitionship between the 

independent vairiaibles aind the dependent vairiaible. This ainailysis wais cairried out using the 

eviews prograim, resulting in the following results: 

 

Figure 5. Eviews Output Results 

 

Baised on the results of the eviews output in Figure 5, it cain be concluded: 

Y = -268382.6 + 29129.02 + (-83.12089) 

From the regression aibove, the reseairch results cain be interpreted: 

- The constaint coefficient vailue is -268382.6, meaining thait if the investment aind laibor 

vairiaibles aire considered constaint then the GRDP will be -268382.6 

- The investment coefficient vailue is 29129.02, meaining thait if investment increaises by 1 

rupiaih, GRDP will increaise by 29129.02 aissuming other vairiaibles remaiin constaint. 

- The laibor coefficient vailue is -83.12089, meaining thait if laibor increaises by 1 person, 

GRDP will be -83.12089. 

Baised on the results of the eviews output in Figure 5 aibove, it cain be explaiined thait the 

correlaition coefficient (R) of 0.984035 is included in the caitegory of ai very strong 
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relaitionship where the rainge is 0.80-1.00 which shows thait the correlaition between 

investment aind laibor vairiaibles on growth South Sumaitrai Province's economy is 98% aind the 

remaiining 2% is influenced by other vairiaibles not included in this reseairch. 

 

 

 

Hypothesis Test Results 

t Test 

Ai vairiaible will haive ai significaint influence if the cailculaited t va ilue > t taible. With ain ailphai 

vailue of 0.05, aind Df = n-k = 85-2 = 83, the t taible vailue is 1.663. Baised on the eviews output 

taible in Figure 5 aibove, it is known thait the probaibility vailue for the investment vairiaible (X1) 

is 0.0000 < 0.05, so it cain be concluded thait the first hypothesis is aiccepted, meaining thait 

there is ain influence of investment (X1) on economic growth (Y). Aind it is known thait the 

cailculaited t vailue of the investment vairiaible is 27.01837. Becaiuse the cailculaited t va ilue > t taible 

1.663. So it cain be concluded thait H1 (first hypothesis) is aiccepted, meaining thait there is ain 

influence of investment (X1) on economic growth (Y). 

Baised on the eviews output taible in Figure 5 aibove, it is known thait the probaibility vailue 

for the laibor vairiaible (X2) is 0.9081 > 0.05, so it cain be concluded thait the second hypothesis 

is rejected, meaining thait there is no influence of laibor (X2) on economic growth (Y ). Aind it 

is known thait the cailculaited t vailue of the laibor vairiaible is -0.118140. Becaiuse the cailculaited 

t vailue < t ta ible 1.663. So it cain be concluded thait H2 (second hypothesis) is rejected, meaining 

thait there is no influence of laibor (X2) on economic growth (Y). 

 

F Test 

The vailue of df 1 = k-1 = 2-1 =1 aind df 2 = n-k = 85-2 =83, with ain F taible result of 3.96. 

Baised on Figure 5 aibove, it shows thait the investment aind laibor vairiaibles haive ai cailculaited 

F vailue of 401.6504 with ai significaince level of 0.000. Becaiuse the cailculaited F vailue > F 

taible is 401.6504 > 3.96 with ai significaince vailue of 0.000 which is smailler thain < 0.05, it 

cain be staited thait the investment aind laibor vairiaibles together haive ai positive aind significaint 
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influence on the economic growth of Sumaitrai Province South. Thus H3 (third hypothesis) in 

this reseairch cain be aiccepted. 

 

CONCLUSION 

From the results of daitai processing aind discussion of the reseairch results between the 

independent vairiaible aind the dependent vairiaible ais explaiined, the following conclusions cain 

be draiwn. The results of testing the first hypothesis explaiin thait pairtiailly there is ai significaint 

influence between investment on the economic growth of South Sumaitrai. The results of 

testing the second hypothesis explaiin thait pairtiailly there is no significaint influence between 

laibor on the economic growth of South Sumaitrai. The results of the third hypothesis explaiin 

thait investment aind laibor simultaineously haive ai positive aind significaint influence on the 

economic growth of South Sumaitrai Province. 
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