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ABSTRACT

East Java statistics indicate that the total population of East Java Province is increasing every year. The 
increase in the population is followed by an increase in social problems, including unemployment. The 
unemployment rate can affect the economy of the society. Efforts must be made to reduce it by improving 
the quality of society through factors related to education and health. According to data from East Java in 
2017, East Java’s education has a significant positive direct effect on the East Java economy of 0.343%, while 
indirectly through unemployment has an insignificant effect increased by 0.0021%. In addition, health has 
no significant direct and indirect effect on the East Java economy with coefficients of 0.078% and -0.0023%, 
respectively.
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I. INTRODUCTION

East Java statistics indicate that the total 
population of East Java Province is increasing every 
year. The sharp increase over the past 7 years about 
2 million more inhabitants[1], [2]. The increase was 
also followed by an increase in the new workforce, 
which shows that an increase in the population has 
resulted in an increase in the new labor force above 
employment so that the number of unemployed rose 
to 840,000[3]. It also affects the level of education 
and health of the people of East Java.

Basic education data for 2017 in the province 
of East Java indicate a position below 10% [4]. 

According to data from the 2017 statistics report for 
the East java, the population of East Java over the 
age of 15 with a primary school education was only 
30% [5].

Infant mortality remains a challenge. Out of 
1,000 live births, 14 newborns die in the first month 
of life and 34 die before the age of five. Most women 
can access childbirth services and 95% of births 
are attended by skilled birth attendants. However, 
reproductive health services still need to be improved, 
especially with regard to increased access to modern 
contraceptive methods [6]. In addition, East Java’s 
economic growth, which reached 5.5% in the first 
quarter of 2018, represents a decrease compared to 



27

 SINERGI, Volume 9 Number 2 SEPTEMBER 2019

SUYANTO 1), BAMBANG PURNOMO 2), RAHMAWATI ERMA STANDSYAH 3)

IMPACT OF EDUCATION AND HEALTH ON THE UNEMPLOYMENT RATE 
AND ECONOMY OF EAST JAVA

the fourth quarter of 2017, which reached 5.7% [7].
The level of education and health of the 

population is a dominant factor that must be given 
priority to improve the quality of human resources. 
With a high level of education and health, people 
determine the capacity to absorb and manage sources 
of economic development, from technological 
elements to institutional elements. It is an effort to 
increase the level of well-being of the population, all 
from advanced economic activities[8].

In addition to Indonesia, several foreign countries 
facing the same problems of economic development 
consider that the basic indicators of economic 
development are the level of unemployment and/or 
education [9]. Unemployment can also be observed 
from several indicators such as education and health 
[10].

Economic development research has been 
conducted on both Indonesian data and other data 
related to foreign countries, including the strategy 
for poverty alleviation through local economic 
development in the era of decentralization [11] ; the 
effect of unemployment, economic growth and public 
spending on the human development districts / cities 
of Central Java Province in 2007-2011 [8] and some 
constraints to poverty reduction in Indonesia [12].

In Europe, studies show the effect of education 
on unemployment and state income [13], the effect 
of education and health on unemployment [14], the 
effect of education, health and infrastructure on the 
labor force and poverty [15], as well as the increase 
in the labor force by optimizing education and 
unemployment [16].

So far, no research has been found on the 
economic improvements observed on the basis of 
education and health indicators with unemployment 
as an intermediate variable. SEM PLS will therefore 
quantitatively study the factors that influence the 
economic improvement of East Java, based on 
the education and health variables, through the 
unemployment rate as an intermediate variable. It 
is hoped that this research shows that improving the 
education and health of the people of East Java can 
reduce unemployment and increase the economy of 
the province of East Java.

 
II.RESEARCH METHODS

A. Research Data Source

This research is a quantitative study using 
secondary data from the East Java BPS, resulting 
from the processing of data from the 2017 National 
Socio-Economic Survey (SUSENAS), the 2017 
National Labor Force Survey, Projections for the 
East Java population and East Java Health Profile 
2017 from East Java Health Department sources. It 
was according to districts/cities up to 38 data.

B. Research Variables
The variable in this study uses 38 regencies/cities 

in East Java in 2017, so this is cross-sectional data. 
With reference to [6], [18], [19]overall, the concepts / 
constructs used include four variables, namely:

1. Education
2. Health
3. Unemployment rate
4. Economic
A measured variable is a latent variable, that 

is, a variable that can not be measured directly. 
It, therefore, requires measurable indicators. The 
analytical method used is the variant-based structural 
equation modeling approach, namely SEM PLS. SEM 
PLS has the advantage, compared to a covariant-
based SEM, of ignoring the initial assumptions of the 
process.

The concept of constructing three latent variables 
and one manifest variable, as a whole, is as follows:

1. Educational Variables 
• School Participation Rate Age Group 16-18 

Years East Java 2017 (Percent)
• Literacy rate aged 10 years and over East 

Java 2017 (Percent) 
• Highest level of education in East Java in 

2017 (Percent)
2. Health Variable
• Percentage of East Java population with 

health problems in 2017(Percent)
• Percentage of young people in East Java 

who have smoked tobacco in the last month of 
2017(Percent)

• Percentage of households with healthy and 
healthy living practices in East Java in 2017(Percent)

3. Variable Open Unemployment Rate for 2017 
East Java

4. Economic Variables
• ADHK GRDP without East Java Oil and Gas 

in 2017 Rate (Percent)
• Implicit ADHK GRDP without East Java Oil 
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and Gas 2017 Rate (Percent)

C. Conceptual Framework and Hypothesis
The conceptual framework of this study is the 

relationship between certain latent variables that want 
to be observed or measured by several indicators in 
the context of research conducted with the SEM-PLS 
approach or method. The hypothesis that forms the 
basis or the background of the conceptual framework 
used in this study is as follows.

1. Education and health affect the unemployment 
rate

2. Education, health, and unemployment have 
an influence on economic.

3. Education and health influence the economy 
through unemployment as an intermediate variable.

While the conceptual model used is as follows.

Fig. 1 The conceptual framework of Research

III. RESULT AND DISCUSSION

 East Java is one of the provinces of Java with 
38 regencies or cities and is the most populous prov-
ince of Java. Before analyzing the influence model of 
the education and health variables on the economic 
variables, with the unemployment rate variable be-
ing used as an intermediate variable in East Java, de-
scriptive statistics were produced to show the char-
acteristics of the data. The results of the descriptive 
statistics for the four variables of each indicator are 
as follows:

TABLE I
DESCRIPTIVE STATISTICS RESULTS
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Based on the descriptive data in Table 1, which is 
then processed with SmartPLS software to determine 
the effect of endogenous variables on exogenous 
variables. In the SEM analysis, there are 2 evaluation 
models, the inner model, and outer model
 An evaluation of the measurement model 
(Outer Model) by the loading factor is performed to 
determine the validity of the indicator which the mea-
surement of latent variables, by examining the value 
of the reliability of the indicator, composite reliabil-
ity, and convergent validity. While the evaluation of 
the structural model (InnerModel) on SEM-PLS can 
be known from the value of R-Square (R^2). Theo-
retically explained that the value of R^2greater than 
0.67 means that the contribution of exogenous vari-
ables to the endogenous is high, between 0.33 and 
0.67, it then has a sufficient or moderate contribution 
and between 0.19 to 0.33,weak contribution.

Fig. 2 Value of Loading Factor

TABLE 2
VALUE OF COMPOSITE RELIABILITY, DAN 
CONVERGENT VALIDITY

The post-evaluation measurement model can then be 
continued by writing the model in the equation. The 
equation obtained as a function of the latent variables 
of the model is as follows:
Equation of Outer Model:
 Education Variables
X_11= 0.822 Education + δ_(X_11 )
X_12= 0.915 Education + δ_(X_12 )
X_13= 0.947 Education + δ_(X_13 )                      (1)
 Health Variables
X_21= 0.461 Health + δ_(X_21 )
X_22= 0.708 Health + δ_(X_22 )
X_23= -0.875 Health + δ_(X_23 )                         (2)
 Economic Variables
Y_21= 0.954 Economic+ε_(y_11 )
Y_22= 0.641 Economic + ε_(Y_22 )                        (3)
 From Equation (1) - (3), it is known that each 
latent variable has a relationship with the indica-
tor, with the exception of the latent health variable, 
where the indicator can not correctly measure the 
latent health variable. However, the largest contribu-
tion to the latent variable is the GRDP (Y_21) rate 
indicator with the trajectory coefficient of the latent 
variable of economic growth of 0.954, while the low-
est contribution relates to the rate indicator. GRDP 
implicit index (Y_22) with a coefficient of 0.641.also 
to the latent variable of the economy.
 The hypothesis test is performed by examin-
ing the p-value relative to the significance level of 
the study (α). If the p-value is less than the signifi-
cance level, reject H_0, which means significant pa-
rameters (latent exogenous has a significant influence 
on the endogenous latent) and besides that, if the p-
value is greater than the significance level than not 
to reject H_0, which means that the parameter is not 
significant (the exogenous latent has no significant 
effect on the endogenous latent). The results of the 
causality using SmartPLS software can be viewed as 
in the table below.
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 Then write the structural model in the equa-
tion based on the results of the SmartPLS data pro-
cessing in Figure 2 is as follows: 
Structural Model:
 Unemployment Variables
Unemployment = 0.343 Education-0.378 Health + 
ζ_1  (4)
 Economic Variables
Economic =0.006 Unemployment+0.678 Educa-
tion+0.078 Health +ζ_2       (5)                              
 Equation 4 shows that unemployment is 
proportional to the increase in education, as well as 
many unemployed people with formal education. 
The phenomenon is, therefore, being developed by 
many government programs of vocational training 
activities. While health is inversely proportional to 
unemployment, according to his theory that a healthy 
person can work well.
 Whereas, according to equation 5, the in-
crease in the economy is proportional to the increase 
in unemployment, which shows that the increase in 
the economy is not only affected by unemployment 
but can also be influenced by the consuming popu-
lation of East Java. Economic improvement is also 
proportionate to education and health, the higher and 
healthier the population of East Java, the higher the 
economy of East Java.
 Consistent with the assumptions discussed in 
this study, it can be argued that education has a direct 
and significant effect on the East Java economy, but it 
will not have a significant effect if it is related to the 
unemployment rate. In addition, health has no sig-
nificant effect, directly or indirectly, because of the 
unemployment rate in the East Java economy.

IV. CONCLUSIONS

 Education in East Java has a significant posi-
tive effect on the unemployment rate and the econ-
omy of East Java with a coefficient increased by 
0.343% and 0.678%, respectively. The health of East 
Java is not a significant negative effect with an in-
creased coefficient of 0.378% on the East Java unem-
ployment rate and 0.078% on the East Java economy. 
The unemployment rate in East Java has a significant 
positive effect on the East Java economy of 0.006%.
East Java Education has a significant positive ef-
fect directly on the economic improvement of East 

Java with a high growth coefficient compared indi-
rectly with a very small coefficient increase of only 
0.0021% due to the East Java unemployment rate. 
but on the contrary, health has no significant posi-
tive effect. directly and without significant indirect 
negative effect on the economy of East Java with a 
coefficient plus only 0.0023%
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