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Abstract

Labor problems are not only limited to demographic problems but problems
that cover various dimensions, the extreme point is that high unemployment
rates can create problems at the social and economic levels. So this research
aims to examine how the role of investment contributions, economic growth,
education, infrastructure, and wages in influencing community welfare
through employment opportunities. This research study was conducted using
a literature review approach. The results show that the variables that affect
the level of community welfare through employment opportunities are
investment, economic growth, education, infrastructure. Another particular
thing in increasing employment opportunities is that the government has an
important role in the openness of a country in order to be able to prosper its
people. Meanwhile, wages have a negative relationship in influencing
employment opportunities.

Keywords: Employment Opportunities, Investment, Education,
Infrastructure, Wages

INTRODUCTION

Economic development is a structural change as an effort to increase
productivity and create employment opportunities that can ultimately increase
people's income. The purpose of development itself is a form of effort to create a
just, prosperous, and able to improve the standard of living of the community as a
form of welfare. Efforts made by the government in achieving development goals
are by equalizing income, alleviating poverty and providing new jobs for the
community. However, not all people have the opportunity to be involved in the
development process and activities, so there are still some people who are unable
to get out of poverty.

Changes in the macroeconomic environment in almost all developing
countries, the rapid increase in unemployment is caused by weak labor demand.
The labor market is strongly controlled by supply and demand, thus the labor
market is different from most other markets because the demand for labor is derived
demand, the demand for output produced will greatly affect the demand for labor.

422


mailto:rustamemir11@gmail.com

- e
Proceeding International Conference on Economic Business / o
Management, and Accounting (ICOEMA)-2023 )~ (ICOEMA Y
Program Studi Doktor Ilmu Ekonomi — 2023 J
Universitas 17 Agustus 1945 Surabaya-2023 7

Workers or human resources are inseparably linked to employment. This
factor is because human resources are the most absolute need in terms of production
factors. Human resources can even have a positive or negative effect on an area in
terms of increasing and growing the economy in terms of labor absorption.

The problem of employment is not just a demographic problem but one that
falls within the realm of Economics. Concerns about population growth that is as
fast as the measuring degree but the growth of foodstuffs is only as fast as the
counting degree. This concern led many countries to impose restrictions on the birth
rate. The sustainability of the problem continues, although birth restrictions in many
countries have given significant results, but the world's population has now reached
such a large number, around 7 billion people. According to Todaro (2000:116), a
larger labor force will increase productive labor, while greater growth will increase
the size of the domestic market. This condition can occur if the productive labor
can be absorbed in the available job opportunities, it will create a problem if the
growth of labor far exceeds the available job opportunities, it will create
unemployment.

So that the existence of investment activities or domestic or foreign
investment in a region is expected to have an impact on the welfare of the
community, where the investment activities can absorb a lot of labor and reduce
unemployment, so that people have income to meet their needs. states that people
who were previously unemployed will get jobs and income with investment
activities. Along with the increase in income, people's purchasing power, which is
part of the HDI component, will also increase.

Growth supported by investment can be considered capable of increasing
productivity and contributing to labor absorption. With the absorption of labor in
the labor market, it will reduce the unemployment rate. According to Mankiw,
investment is the element of GDP that changes most frequently. When spending on
goods and services declines during a recession, most of the decline has a correlation
with the fall in investment spending. Joseph G Nellis and David Parker (Susanti,
2000), state that private investment is a major component of aggregate demand, but
the relationship between national income and investment expenditure is more
complex than the relationship between consumption and national income.

The existence of investment will be able to encourage the creation of new
capital goods, which will absorb new production factors so that it contributes to the
creation of new jobs or employment opportunities which are ultimately able to
absorb labor and are able to reduce unemployment (Prasojo, 2009). Thus, the
addition of new output and income to the production factor will increase national
output so that there will be an increase in economic growth.

Linkage Investment as one of the factors of production is a very important
factor in increasing production capacity or the number of industries. This increase
in investment is strongly influenced by demand for production products both
domestic demand. The demand is the market and this affects the number of workers
in production activities.

Sustainable economic growth and employment are among the most pressing
issues for governments of all countries, and foreign investment is used to address
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these challenges for developing countries. Investment is essential for sustainable
growth and development. It contributes to the expansion of the productive potential
of the economy, job creation and income generation (Ergashev, at all. 2021).

Investment aims to maximize total output at one point in time or one period
of time. The amount of investment that is carried out or realized plays a very
important role in the absorption of labor in one community and the lack of
investment will cause unemployment. The existence of investment in society will
first provide and increase employment opportunities so that people's income will
increase. The increase in income will increase public consumption, so that
entrepreneurs will be encouraged to increase production by expanding their
companies, both by increasing their materials, labor and other factors of production.
So this research aims to analyze the extent of the contribution to community welfare
through investment, economic growth, infrastructure, education levels, and also
wages through the literature approach presented.

LITERATURE REVIEW

Labor is one of the important factors in a production process besides land,
raw materials, water and others. Labor is a person who moves production factors so
as to produce various goods and services. There are several definitions of labor,
namely according to Law No. 25 of 1997, labor is a loyal male and female person
who will or is doing work and is able to work properly and correctly inside or
outside of labor relations to produce goods and services to meet the needs of society.
Labor has several definitions, the first is labor, which is a person's work or service
effort given in a production process, and sees the quality of a person's efforts to
produce goods and services within a certain period of time. Second, labor is a person
who is able to work to provide goods and services, able to carry out those that have
economic value, for example activities that produce valuable goods and can meet
their needs (Soelistyo, 2018).

Investment is basically the beginning of economic development activities.
Investment can be made by the private sector, the government or cooperation
between the private sector and the government. Investment is a way that the
government is able to do as an effort to increase economic growth and in the long
run can improve the standard of living of its people. Investment is a fundamental
factor for economic activity. Domestic investment is not sufficient for development.
So there is a very large need for foreign investment. No country can achieve optimal
economic growth without foreign capital. Foreign capital is needed to complete its
growth objectives. (Ronismita, Swapnamoyee, 2020).

It is commonly known that transportation plays a very important role in the
socio-economic development of any country in the world (Maparu & Mazumder,
2021; Muvawala et al., 2021; Council of Economic Advisors (CEA), 2018; Wang
et al., 2020). So it can be said that linkages can provide opportunities for increased
economic development which will have an impact on improving welfare through
employment.

In traditional theory, trade is a simple mechanism that explains how
employment and wages of domestic workers are supported due to a decrease in
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demand for jobs, for example, an increase in imports and substitution effects. On
the other hand, the increase in employment and wages for workers producing
exported goods and services is known as the scale effect. This simple mechanism
has been substantially reconsidered due to the increasing complexity of production
fragmentation along global value chains (Taglioni & Winkler, 2016; World Bank
& World Trade Organization, 2019).

Economic growth (Purba, Nainggolan, Panjaitan. 2022) Economic growth
Is the most prioritized thing, adopted from growth theory says that by prioritizing
economic growth, there will automatically be a trickledown effect, so that the poor
or low-income groups will get splashes of income from high-income groups, either
through a donation system or a progressive taxation system for the rich
accompanied by a subsidy system for the poor.

Human capital theory proposed by Becker explains that education can teach
skills that can increase labor productivity so that it will increase income as well.
The National Education System Law (UUSPN) No. 20 of 2003, Education is a
conscious and planned effort to create a learning atmosphere and learning process
so that students actively develop their potential to have spiritual strength, religion,
self-control, personality, intelligence, noble character, and skills needed by
themselves, society, nation and state. Education is an investment capital to improve
the quality of the population. Someone who has education will be able to develop
and strive to increase their productivity. Education is an indicator that can affect
employment opportunities.

METHOD

The research in this paper is library research. Library research is a type of
research used in collecting information and data in depth through various
literatures, books, notes, magazines, and other references (Dits Prasanti, 2020). The
method in this research is to use a literature review. Literature review is a written
summary of articles from journals, books, and other documents that describe
theories and information, both past and present (Rasdi & Kurniawan, 2019). Data
are taken from references or reference materials from various sources of scientific
writing, such as research journals, books, bulletins, news in the published media,
and credible websites that are in accordance with the research topic. the number of
scientific articles conducted in this study was 40 research articles related to
employment opportunities (analysis conducted on May 20, 2023). The method used
in collecting data and information in this study is a literature study that uses
secondary data. This secondary data is data that supports the needs of primary data
such as books, literature and readings related to this study (Sugiyono, 2017).

RESULTS AND DISCUSSION
A. Investment

A country's level of trade openness, as measured by the volume of imports and
exports, can influence the interest of foreign investors. Countries with liberal trade

425



- N
Proceeding International Conference on Economic Business / Vi
Management, and Accounting (ICOEMA)-2023 ICOEMA| N
Program Studi Doktor Ilmu Ekonomi . 2023 /
Universitas 17 Agustus 1945 Surabaya-2023 - A

policies tend to attract foreign investors as they provide greater access to
international markets.

The Relationship between FDI and Economic Growth: Previous research
shows that FDI can make a positive contribution to economic growth. FDI can bring
capital, technology, efficient management, and access to international markets,
which can stimulate economic activity, create jobs, and increase productivity. (Ford
at, all, 2008) FDI can impact different sectors in India. Some of the sectors that
often attract foreign investment are manufacturing, information technology,
financial services, infrastructure, and service sectors such as hospitality and
tourism. Foreign investment in these sectors can create both direct and indirect
employment opportunities.

It is the secondary sector after the services sector, which attracts more FDI
and creates massive employment in India. Railways, ports, sea transportation,
automobiles and air transportation are the major beneficiary industries of FDI in
India. Among these industries, the automobile sector received the maximum FDI
and provided employment to more than 25 million people directly or indirectly in
the year under review
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Figure 1. FDI inflows and Unemployment rate in India from the year 1991 to 2018 in
percentages.
Source: Author’s own complitation from World Bank Database

2016 in India, while 9% of employment opportunities are generated by the
transportation industry including air and sea transportation in India (Mishra and
Palit, 2020). The results of this study are in line with the research conducted
(Rakhmatillo, at All. 2021).

B. GDP Growth and Employment Opportunities

The analysis shows that Uzbekistan achieved positive GDP growth results
in selected years. In 2007, the country's GDP reached its peak, growing by 9.5
percent. Despite the pandemic, Uzbekistan's GDP growth rate in 2020 remained
positive (1.6 percent).

The pandemic had a serious impact on employment in Uzbekistan, as in the
rest of the world. In 2020, the employment rate (66.1%) decreased by 1.5
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percentage points from the 2010-2019 average (67.6%). Although the number of
employed people continued to increase until 2019, in 2020 this trend was broken.
In 2020, the number of employed people reached 97.8% compared to 2019. The
pandemic has not only led to job losses, but also a decrease in the economic activity
level of the population. In 2019 the economic activity rate was 75.0%, while in
2020 it was 73.9%.

The results of the study (Rakhmatillo, at All. 2021) show that the role of
economic growth is led by investment. This shows that in the long run FDI
contributes 59.7% of economic growth. So it has a huge impact on employment and
the amount of employment exceeds the sum of FDI and GDP. Uzbekistan's cheap
and large labor force is one of the incentives for FDI, which indicates the adequacy
of these empirical findings. In addition, the encouragement of foreign direct
investment more strongly contributes to economic growth to employment.
Meanwhile, it is also explained that economic growth has a direct influence on
employment.
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Figure 2. FDI, GDP and Employment change dynamics
Source: Author’s own complitation from World Bank Database

C. Level of Education on Employment Opportunities

The research looked at how policies and programs aimed at improving
employment opportunities for the Roma minority in Romania. This could include
training programs, support for job searches, incentives for companies to recruit
members of the Roma community, and measures to address discrimination in the
workplace. Education is key to better access to the labor market (Patache and
Negurita, 2020).
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Figure 3. Structure of employment of Romanian population, 10 years and over, belonging
to minority in 2011
Source: Data processed

The results of further research found (Rahman, 2013) that universities have
a correlation to employment opportunities this can include measuring the level of
job placement, success in obtaining jobs that are in accordance with the field of
study, and improving the skills and career preparation of students so that there is an
adjustment to the needs of the job competition market.

D. Infrastructure on Employment Opportunities

Research can evaluate the relationship between road infrastructure
development and employment levels in a country. Good road infrastructure can
improve accessibility, connect remote areas to the labor market, and encourage the
growth of related sectors that create new jobs. The results of this study seem to
indicate that paved road improvement policies generate greater impacts on growth
and employment (Laborda and Sotelsek, 2019).
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Figure 4. TFP: Means by Year (Total Sample)
Source: Authors’ elaboration using the world bank (2014) and Fernandez-Arias (2014)
database
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This research is in line with research conducted (Yu and Luu, 2022) in this
study looking at the impact of transportation infrastructure development on certain
regions in Vietnam and its impact on employment. The development of adequate
transportation infrastructure can encourage investment and economic growth in
these areas, which in turn can create new jobs.

E. Wage Rate on Employment Opportunities

Based on this research, it aims to analyze the relationship between global
value chains and labor markets. This can involve research on how integration in
global value chains affects wages and employment in different industrial sectors,
both in developed and developing countries. Results from (Szymczak and Derlacz,
2022) find that the relative position of GVCs is negatively correlated with wages
and employment and that the GVC participation effect depends on whether
backward or forward linkages are considered. Moreover, we find heterogeneity
across both countries (middle versus high income) and sectors (manufacturing
versus services). In particular, the labor market effects of GVC involvement differ
from those generated by traditional domestic trade.
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Figure 5. State-specificelasticityestimates. NOTES: GSC state-specific estimates.
Source: Data processed

Similar results were encountered by (Powell, 2021) where the GSC
estimates found give an elasticity estimate of -0.178 and can statistically reject that
the effect is average. Thus, while the equivalent two-way fixed effects estimator
with slope heterogeneity yields a positive elasticity estimate, the GSC more flexibly
accounts for differences in the underlying trend of the outcome and estimates that
minimum wage increases reduce the level of employment.

CONCLUSION

In conclusion, investment, education level and infrastructure are interrelated
and can affect employment opportunities. Appropriate investment can create new
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jobs, while high education levels and good infrastructure can improve labor
qualifications and expand access to employment opportunities. Therefore,
comprehensive efforts in these five areas can contribute to a sustainable increase in
employment opportunities.

Investment is a very important driving factor for a country that starts from
the openness of the country to push on the progress of sustainable economic growth.
Investment has the potential to accelerate the creation of new jobs, such as the
manufacturing sector or the service sector, which can directly increase employment
opportunities.

Education should not only look at quality but also at the stages of improving
the skills and knowledge of individuals, which in turn increases their
competitiveness in the labor market through access to practical as well as theoretical
support training. Adequate investment in education can create a skilled and trained
workforce, which is expected to meet the needs of the labor market and thus provide
a boost to purchasing power, thereby increasing economic growth.

In addition, good infrastructure is instrumental in creating employment
opportunities. Reliable and efficient transportation and communication
infrastructure and other public facilities can improve connectivity between regions,
facilitate the movement of goods and services so that it has an attraction for
investors to invest in the country, which in turn can support the growth of sectors
that require labor.

REFERENCES

David Powell, 2021. Synthetic Control Estimation Beyond Comparative Case
Studies: Does the Minimum Wage Reduce Employment?. Journal of
Business & Economic Statistics. VOL. 00, NO. 0, 1-13.

Dits Prasanti, D. R. F. (2018). Penelitian Studi Kepustakaan. Pembentukan Anak
Usia Dini : Keluarga, Sekolah, Dan Komunitas, 2(April), 15.

Maparu, T. S., & Mazumder, T. N. (2021). Investigating causality between
transport infrastructure and urbanization: A state-level study of India
(1991-2011). Transport Policy, 113, 46— 55.

Maheshwari Ratan Kirti, Semma Prasad. (2016). Foreign Direct Investment impact
on Employment Generation and GDP Growth in India. Asian Journal of
Economics and Empirical Research. VVol.3, Nol, pp.40- 48.

Metaxas, Th. & Kechagia P. (2016). FDI in Central Asia:Uzbekistan. Applied
Econometrics and International Development, Vol. 16-1,63-76.

Muvawala, J., Sebukeera, H., & Ssebulime, K. (2021). Socio-economic impacts of
transport infrastructure investment in Uganda: Insight from frontloading
expenditure on Uganda’s urban roads and highways. Research in
Transportation Economics. 88, 100971.

Narender Khatodia, Raj S. Dhankar. (2016). Foreign Capital inflows and growth of
Employment in India an Empirical Evidence from public and private sector.
International Journal of Economics and Finance. Vol 8, No2,2016, pp.189-
196.

430



- e
Proceeding International Conference on Economic Business / o
Management, and Accounting (ICOEMA)-2023 )~ (ICOEMA Y
Program Studi Doktor Ilmu Ekonomi — 2023 J
Universitas 17 Agustus 1945 Surabaya-2023 7

Netrja Mehra. (2013). Impact of Foreign Direct Investment on Employment and
Gross Domestic Product in India”. International Journal of Economics
Research. Vol 4, No 4, pp.29-38.

Paswan, N. (2013). Investment Cooperation in Central Asia:Prospects and
Challenges. India Quarterly,Vol 69 (1), 13-33.

Rakhmatillo, Kobilov, Makhmudov. (2021). Foreign Direct Investment, Economic
Growth And Employment:Var Method For Uzbekistan Ergashev. Journal
of Contemporary Issues in Business and Government. 27. 2,2021.

Ronismita Mishra, Swapnamoyee Palit. (2020). Role of FDI on Employment
Scenario in India. International Journal of Recent Technology and
Engineering. 8-6, 03 2020.

Soelistyo, N. A. P. dan A. (2018). Analisis Pengaruh Upah,Pdrb,Dan Investasi
Terhadap Penyerapan Tenaga Kerja Dikawasan Gerbang kertasusila Tahun
2012-2016. Jurnal llmu Ekonomi, 2, 357-371.

Szymczak and Derlacz. (2022). Global value chains and labour markets —
simultaneous analysis of wages and employment. Economic Systems
Research. 34, NO. 1, 69-96.

Taglioni, D., & Winkler, D. (2016). Making global value chains work for
development. World Bank.

The Council of Economic Advisers (CEA). (2018). The economic benefits and
impacts of expanded infrastructure investment the council of economic
advisers (Issue March).

Timothy C. Ford, Jonathan C. Rork, Bruce T. Elmslie. (2016). Foreign direct
investment, economic growth, and the human capital threshold: Evidence
from US States. Review of International Economic.

Wang, C., Lim, M. K., Zhang, X., Zhao, L., & Lee, P. T. W. (2020). Railway and
road infrastructure in the Belt and Road Initiative countries: Estimating the
impact of transport infrastructure on economic growth. Transportation
Research Part A: Policy and Practice, 134, 288-307.

Winra Purba, Pinondang Nainggolan, Pawer D Panjaitan. (2022). Analisis
Pengaruh Inflasi dan Pertumbuhan Ekonomi Terhadap Pengangguran di
Provinsi Sumatera Utara EKUILNOMI: Jurnal Ekonomi Pembangunan.
Vol. 4 No. 1 Mei 2022.

431



