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ABSTRACT  
The purpose of this study is to investigate the determinants 
of the open unemployment rate in Sumatera island – 
Indonesia. We conjecture that the variation of the open 
unemployment rate (OUR) is the function of economic 
growth (EG), inflation (INF), and regional minimum wage 
(RMW). Using the sample of ten provinces in Sumatera 
island from 2006 to 2018, we further perform a panel data 
analysis with a random effect model (REM). The obtained 
empirical results show that there is a negative association 
between the independent variables (i.e., EG, RMW) and the 
dependent variable (OUR), while INF does not show any 
significant association with OUR. Referring to the empirical 
evidence, we infer that economic growth and regional 
minimum wage play an essential role in explaining the 
variation of the open unemployment rate in Sumatera 
island.. 
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INTRODUCTION 

Inspired by the previous macroeconomics studies, our study aims to examine 

the effect of economic growth (EG), inflation (INF), and regional minimum wage (RMW) 

on the variations in the open unemployment rate (OUR). The works of literature have 

well-documented that the relationship between macroeconomic variables should show 

a linear relationship, where the implementation of a policy is expected to be in line with 

expectations of the output desired by the government as policymakers and decision-

makers (Phillips, 1958; Sukirno, 2010). In this context, there have been several 

empirical studies that have examined the relationship between macroeconomic 

variables (e.g., economic growth, inflation, regional minimum wages, and open 

unemployment rate). However, the results shown by previous literature are more 

concentrated in studies with the settings in Java island, and very few research studies 

have been disseminated with different sets of studies other than Java island case 

According to the data published by the Central Bureau Statistics in 2018, the 

largest OUR is still dominated by the provinces situated in Java island, with the 

percentage rate of unemployment ranging from 3.2% to 8.5%. In the second place, 

Sumatera island has shown a relatively high OUR which spans from 3.6% to 7.1%. 

Whilst, Borneo island has taken third place with OUR ranges from 3.9% to 6.5% 

respectively. Given the situation at the national level, it has been recorded that OUR in 

2018 is around 5.34 % on average. These statistics imply that there is a pretty huge 

gap between the OUR in one region and another, in which the second largest OUR is 

dominated by the provinces of Sumatera island. 

 The high variation of OUR on large islands in Indonesia (e.g., Java, Sumatera, 

Borneo, Sulawesi, Nusa Tenggara, and Papua) shows that the programs and efforts of 

the central government to suppress the OUR in these regions have not been 

implemented successfully and equitably. The prior studies showed that there could be 

many factors that might influence the variation of OUR. Among them, the most adopted 

indicators in the empirical research are the economic growth (EG), inflation (INF), and 

regional minimum wages (RMW) (Putro & Setiawan, 2013; Said, 2017; Rohman et al., 

2016; Albarqi 2016; Valentine, 2018; Wijayanti, 2014; Qomariyah, 2013; Prayogo, 

2016; and Ramiayu, 2016). Therefore, we finally decide to adopt the previous research 

by combining some macroeconomic factors as the independent variables, where we 

conjecture that OUR is the function of EG, INF, and RMW. 

 Empirically, the burgeoning number of previous empirical evidence have 

documented inconsistent and inconclusive relationship between the variable of interest 

(e.g., EG, INF, RMW, and OUR). Take, for instance, in the investigation of the 

relationship between the economic growth (EG) and open unemployment rate (OUR), 

the studies of Putro and Setiawan (2013), Said, (2017), and Rohman, Balafif & 

Wahyuni (2016) found that there is a negative and significant relationship between EG 

and OUR in several cities such as Malang, Makasar, and East Java province. On the 

contrary, the study of Albarqi (2016) utilized the gross domestic product (GDP) as a 

proxy for EG in the East Java province. As a result, they found a positive and significant 

relationship between GDP and OUR. However, research conducted by Valentine 

(2018) in Yogyakarta showed that EG and OUR are insignificantly associated. 
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Furthermore, in the context of the relationship between the inflation variable (INF) and 

the open unemployment rate (OUR), the research of Wijayanti's (2014) found that INF 

had shown a negative and significant effect on OUR in the province of Bali. On the 

other hand, Rohman et al., (2016) found a significant and positive relationship between 

INF and OUR in East Java province. The study of Valentine (2018) also found a 

positive and significant relationship between INF and OUR in Yogyakarta. Interestingly, 

although using the same setting study, the study of Qomariyah (2013) in East Java 

province found an inconclusive result, where she documented that INF and OUR are 

insignificantly associated.  

Concerning the relationship between the regional minimum wage (RMW) and 

the open unemployment rate (OUR), the studies of Rohman et al., (2016), Said, (2017), 

and Valentine, (2018) found that there was a negative and significant relationship 

between RMW and OUR in East Java province, Makassar, and Yogyakarta city. 

However, the study of Prayogo, (2016) contrastingly found a positive and significant 

relationship between the RMW and OUR in the province of Central Java. In addition to 

the literature which showed the conflicting results (positive vs. negative) between RMW 

and OUR, the study of Ramiayu, (2016) used the data from East Java province and she 

found that RMW and OUR showed inconclusive (insignificant) relationship. Given this 

circumstance, it is necessary important for the researcher to provide a newly 

investigated setting of study apart from the Java setting.  

 As the response to the call of the previous studies, we aim at responding to the 

scientific findings in prior literature that have been providing inconsistent and 

inconclusive empirical evidence. Thus, our research is expected to provide two 

contributions; (1) to fill in the research gap in several works of literature that is still 

inconclusive and inconsistent. In this regard, we offer a different set of studies by 

empirically investigating a panel dataset extracted from Sumatera island. (2) to provide 

a practical implication in the form of policy recommendations to the regulators in each 

province situated in Sumatera island. 

 The remaining of this paper is divided into several sections and subsections. 
Section two elaborates on the research method. Section three provides the result and 
discussion of the obtained empirical evidence. Section four compiles the conclusion of 
the study and offers the practical and implication either for policymakers or the private 
sector. 

RESEARCH METHODS 

Method of Collecting Data  

We extract the data concerning the information on economic growth (EG), inflation 

(INF), regional minimum wage (RMA), and the open unemployment rate (OUR) from 

the annual report published the National Beauro of Statistics. We deliberately extract 

these data for ten provinces in Sumatera island (e.g., Aceh, North Sumatera, West 

Sumatera, Riau, Jambi, South Sumatera, Bengkulu, Lampung, Bangka Belitung island, 

and Riau island). The reason to pick these ten provinces is given the position of 

Sumatera island as the second big island with the highest open unemployment rate 

after Java island. Meanwhile, we deliberately use the annual data 
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to allow us better in estimating the annual variation of OUR. Thus, we utilize 
pretty long time-series observation which spans from 2006 and 2018 (13 years). We 
decide to limit the starting point of our data extraction in 2006 due to the inability to 
extract the earlier data. As explained by the national central bureau of statistics in their 
reports, the data compilation of provinces in Sumatera island was incomplete due to the 
extensive expansion of new autonomous regions in Sumatra. Thus, we were unable to 
collect sufficient data and finally decide to limit the data from 2006 to 2018. 

Data Analysis Method 

Empirical Model 

Given the nature of cross-sectional (ten provinces) and time-series data combination 
(13 years), we, therefore, decide to run a panel data analysis with the total observation 
stands at 130 year-observation. To empirically test the variation of OUR as the function 
of EG, INF, and RMW, we thus express the empirical notion into a statistical model as 
follows. 

OUR_(i,t)=β0+〖β1EG〗_(i,t)+ 〖β2INF〗_(i,t)+〖β3RMW〗_(i,t)+ Ɛ 

 The subscript i stands as province i, while subscript t means the year. More in 
detail, we have one dependent variable and three independent variables. OURi,t is the 
dependent variable, which denotes the annual open unemployment rate in the 
provinces of Sumatera island. Furthermore, our first independent variable is EGi,t, 
which means the percentage of the annual economic growth. The second independent 
variable is INFi,t, which stands for the percentage of the yearly inflation rate. The last 
independent variable is RMWi,t which means the regional minimum wage in Sumatera 
island, where the unit data of this variable is provided in the Indonesian currency (Rp). 
To deal with the linearity issue, we need to transform the RMW data which is initially 
extracted in currency type into Logarithm Natural of RMW. Thus, the notion of the third 
independent variable is modified from RMWi,t to Ln_RMWi,t. The new statistical 
notation is available as follows. 

OUR_(i,t)=β0+〖β1EG〗_(i,t)+ 〖β2INF〗_(i,t)+〖β3Ln_RMW〗_(i,t)+Ɛ. 

Before performing panel data regression, we need to deal with the data consistency 
(i.e., classical assumption; dealing with the issues of multicollinearity, autocorrelation, 
heteroscedasticity, and normality test) and model selection (common effect model vs. 
fixed effect, vs. random effect model) to guarantee that the results of our estimation 
provide us with the most efficient regression estimation. With regard to the classical 
assumption test, we do not perform the complete test but only deal with the 
multicollinearity and heteroscedasticity test. Moreover, to deal with model selection, we 
compare three models in panel data analysis and justify the model selection based on 
the result of the Chow test (CEM vs. FEM) and Hausman test (FEM vs. REM). As a 
result of model selection using the Chow and Hausman test, our empirical result finally 
suggests adopting the random effect model (REM). At the end of data analysis, we 
draw our conclusion based on the justification on the F test (simultaneous test), t-test 

(partial test), and coefficient determination test of the obtained panel data 
regression output. 
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RESULTS AND DISCUSSION 

Descriptive Statistics 

Our analysis is started by providing the descriptive statistics of each variable of interest. 
Table 1 presents. 

Table 1.  Descriptive statistics 
Variable Count mean sd p25 p50 p75 min max 

OUR 130 6.437 2.10 4.09 6.225 8.01 2.06 12.24 
EG 130 4.97 2.04 4.42 5.235 6.02 -5.58 7.86 
INF 130 5.67 3.29 03.02 2.27 8 0.08 18.04 
Ln_RMW 130 14.02 0.47 13.61 13.99. 14.40 13.13 16.01 

Source: Own elaboration, 2020. 

Note : p25=25/100.N, p50=50/100.N, p75=75/100.N. 

Table 1 elaborates on the descriptive statistics of the dependent (OUR) and 
independent variables (i.e., EG, INF, and Ln_RMW). As can be seen in Table 1, we 
show the information of mean, standard deviation (sd), the minimum value, percentile 
25th, 50th, 75th, and the maximum value. Regarding the dependent variable, we report 
that the mean value of the open unemployment rate in ten provinces of Sumatera island 
is 6.437 on average, with the lowest OUR is recorded as 2.06 and the maximum OUR 
stands at 12.24. Moreover, in respect of the independent variables, we document that 
the mean value of economic growth (EG) is 4.97 on average, with the minimum and 
maximum values stand at -5.58 and 7.86 respectively. The information on inflation (INF) 
shows a mean value of 5.67, while the minimum and the maximum value are 0.08 and 
18.04 consecutively. The last variable is the Logarithm Natural of the regional minimum 
wage (RMW). The mean value of Ln_RMW is 14.02 on average, while the minimum 
value is 13.13 and the maximum value is 16.01. Apart from the descriptive information 
on the overall dependent and dependent variable, we also provide the average value of 
OUR for each province during the period of observation from, 2006 to 2018 in Figure 1. 

 

Figure 1. The mean of OUR in ten provinces of Sumatera island from 2006 to 2018 

Figure 1 illustrates the mean of the open unemployment rate (OUR) for each 
province (Aceh, North Sumatera, West Sumatera, Riau, Riau island, South Sumatera, 
Lampung, Bangka Belitung island, Bengkulu, and Jambi) situated in Sumatera island 
from 2006 to 2018. As can be seen in Figure 1, the relatively high average value of 
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OUR in each province is caused by the high rate of OUR from the last 13 years. Mostly, 
the unemployment rate is dominated by those who were graduated from middle and 
high school. It is pretty difficult for the man in charge (i.e., regent, and governor) to deal 
with the unemployment rate in Sumatera island.  This problem is also triggered by the 
relatively low skill and competence of human resources unable to find a proper job. 
More in detail, the data from the last 13 years shows that Aceh is reported with the 
highest OUR value as 8.81 percent on average. This number is followed by North 
Sumatera (7.49 percent) and West Sumatera (7.41 percent) in the second and third 
places respectively. Meanwhile, the province with the lowest OUR rate since the last 13 
years is Jambi with the OUR value stands at 4.22 on average. This number is followed 
by Bengkulu and Bangka Belitung island as the second (4.3 percent) and third (4.81 
percent) lowest OUR rate since the last 13 years. 
 

Correlation Analysis and Heteroscedasticity Detection 
 To deal with multicollinearity test, we perform a Pearson correlation analysis 
and provide the correlation analysis output as follows. Table 2 illustrates. 

 
Table 2. Correlation matrix. 

Variables OUR EG INF Ln_RMW 

OUR 1    
EG -0.295*** 1   
 (0.001)    
INF 0,0875 0.094 1  
 (0.153) (0.289)   

Ln_RMW -0.323*** -0.251** -0.373*** 1 
 (0.000) (0.004) (0.000)  

*** p<0.01, ** p<0.05, * p<0.1 indicate statistical significance at the 1 percent, 5 percent 
and 10 percent level respectively (two-tailed). 
 
 Table 2 displays the inter-correlation analysis output among the employed 
variables. As can be seen, economic growth (EG) as the first independent variable has 
shown a negative (r= -0.295) and significant (p < 0.01) correlation with OUR as the 
dependent variable. However, inflation (INF) does not indicate any significant 
correlation with OUR. The last independent variable is the Logarithm Natural of the 
regional minimum wage (Ln_RMW). This independent variable reports a negative (-
0.323) and significant (p < 0.01) correlation with the open unemployment rate (OUR). 
Regarding the detection of multicollinearity issues, our correlation matrix indicates that 
none of the inter-correlation values show a correlation higher than 0.8, suggesting that 
our dataset has experienced no multicollinearity problem. Moreover, the detection of 
the heteroscedasticity is performed through the Park and Glejser tests. As can be seen 
in the information of Table 2, Park and Glejser output show probabilities value which is 
bigger than 0.05. Thus, it can be inferred that the regression model has experienced no 
heteroscedasticity issue. Table 3 displays. 
Table 3. Park and Glejser test output 
 

Variable Coefficient Std. Error t-Statistic Prob.   
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C 3.2725 3.0128 1.0861 0.2795 

EG 0.0045 0.0479 0.0953 0.9242 

INF 0.0094 0.0064 1.4699 0.1441 

LN_RMW -0.1294 0.2098 -0.6169 0.5384 

Source: Own elaboration, 2020. 

 
Main Analysis 
 Recall to the suggested model selection, our previous analysis on Chow and 
Hausman test recommends running the panel data analysis model with a random effect 
model (REM). Thus, we run the analysis and present the empirical results as can be 
observed in Table 4 as follows. 

 
Table 4. Regression analysis with a random effect model 

Variable Coefficient Std. Error t-Statistic Prob.   

     
     
C 37.8927 3.5892 10.5573 0.0000 

EG -0.2006 0.0778 -2.5769 0.0111 

INF -0.0011 0.0077 -0.1453 0.8846 

LN_RMW -2.1719 0.2476 -8.7698 0.0000 

Random Effects (Cross)     

ACEH—C 1.8415    

NORTH_SUMATERA—C 1.1329    

WEST_SUMATERA—C 0.9869    

RIAU—C 0.9939    

JAMBI—C -1.5185    

SOUTH_SUMATERA—C -0.1187    

BENGKULU—C -2.2669    

LAMPUNG—C -0.6880    

BANGKA_BELITUNG_ISLAND—C -1.4549    

RIAU_ISLAND—C 1.0919    

     

R-squared 0.3781    

Adjusted R-squared 0.3633    

F-statistic 25.537    

Prob(F-statistic) 0.0000    

Source: Own elaboration, 2020. 

When we transform the above statistical outputs into a mathematical model, the 
information can be derived as follows; 

                                          

                                                         

Std. Error   = (3.589217) (0.077861)      (0.007700)        (0.247663) 
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 Table 4 illustrates the main results of the panel data estimation output of the 
proposed empirical model. The statistical model itself was run by employing panel data 
regression with a random effect model (REM). As previously conjectured, our notion is 
to investigate if OUR is the function of EG, INF, and Ln_RMW. As informed by Table 4, 
we can infer that the partial test of the first independent variable (EG) has shown a 
negative (-0.2006) and significant (p < 0.01) relationship with the open unemployment 
rate (OUR). This means that the increase in economic growth (EG) as one percent is 
negatively associated with OUR as 0.20 percent. Moreover, the direct test on the 
second independent variable shows that inflation (INF) has negatively (-0.0011) but 
insignificantly (p < 0.05) associated with the open unemployment rate (OUR). The 
results suggest that even though the coefficient beta of INF is negative, but the 
obtained empirical evidence shows that the effect of this coefficient is not different from 
zero, which indirectly imply inconclusive result on the relationship between INF and 
OUR. The last test is conducted using the Logarithm Natural of the regional minimum 
wage (Ln_RMW). The output shows that Ln_RMW is negatively and significantly 
associated with OUR. More in detail, this value means that if there is an increase as 
one percent on the regional minimum wage, there should be a decrease as 2.17 
percent. In addition to this, we also provide the statistical model for each province in 
Sumatera island, and the model is available as follows. 

 
ACEH_C        =  1.8415 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
NORTH SUMATERA_C =  1.1329 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
WEST SUMATERA_C =  0.9869 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
RIAU_C  =  0.9939 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
JAMBI_C  = -1.5185 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
SUMSEL_C  = -0.1187 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
BENGKULU_C  = -2.2669 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
LAMPUNG_C  = -0.6880 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
BABEL ISLAND_C = -1.4549 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
RIAU ISLAND_C =  1.0919 – 0.2006EG – 0.0011INF – 2.1719Ln_RMW 
 

         (0.077861)   (0.007700)    (0.247663) 

 
 As can be inferred from the above different simulations at the province levels, 

we report that out of ten provinces, there are five provinces with positive constant (0) 
values (i.e., Aceh, North Sumatera, West Sumatera, Riau, and Riau Island). While, on 
the other hand, we also document that the remaining five provinces indicate negative 

constant (0) values (i.e., Jambi, South Sumatera, Bengkulu, Lampung, and Bangka 
Belitung island). When the constant values of a province are positive, it means that in
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the ceteris paribus situation, the present value of the open unemployment rate is 
positive or relatively higher, thus the negative effects of the three independent variables 
(i.e., EG, INF, and Ln_RMW) can help to reduce the open unemployment rate, and vice 
versa. 

More in detail, we also meticulously identify the obtained empirical output 
through the lens of simultaneous test and model fitness. Referring back to the F test 
value in Table 3, it is obvious that the obtained F value is statistically significant (p < 
0.01) and the F value (25.537) is much bigger than the F table (4). Given that, we may 
draw our explanation that at least one of the three independent variables used in the 
proposed statistical model is able to explain the potential variation of the open 
unemployment rate (OUR). As a matter of fact, out of three, we have two independent 
variables (EG and Ln_RMW) that statistically associated with OUR. Meanwhile, INF 
provides us with inconclusive empirical output. In addition to this, the obtained R square 
value (R

2
) indicates that 37.81 percent of the variation in the open unemployment rate 

(OUR) can be explained by the three independent variables (EG, INF, and Ln_RMW). 
While the other 62.19 percent of OUR variation is explained by the omitted factor that is 
not identified in the proposed empirical model. 

Discussion 
 Our study provides the empirical evidence on the relationship between three 
independent variables extracted from macroeconomics information (i.e., economic 
growth (EG), inflation (INF), and regional minimum wage (RMW)) and the open 
unemployment rate (OUR) in Sumatera island, Indonesia. In general, using the data 
taken from ten provinces located in Sumatera island for the period of observation 
ranges from 2006 to 2018 (130 province-year observations), our results agreed quite 
well with the a priori theory and prior studies. 
 In respect of the relationship between Economic Growth (EG) and the open 
unemployment rate (OUR), Our empirical test reports that there is a negative 
relationship between EG and OUR among provinces in Sumatera island. In this regard, 
we report that the obtained evidence is in line with the Okun’s Law, which states that 
economic growth and open unemployment rate are linearly related. The logic is, the 
unemployment rate is more likely to be decreasing when the economic growth gets 
higher (negative relationship). When the economic growth steadily increases, it triggers 
the increase in good and service productions, and the production processes need more 
production factors such as laborers. Our results are consistent with the findings of 
Ramiayu, (2016) who previously has reported a negative relationship between EG and 
OUR in East Java. However, our result takes a confronted result in comparison with the 
study of Rohman et al., (2006) who found a positive relationship between EG and OUR 
in East Java. As can be seen from the visual comparison data of the last five years of 
economic growth and OUR in Sumatera island, it can be reported that the national OUR 
rate is decreasing (from 5.84 in 2014 to 4.98 in 2018), whilst the EG in Sumatera island 
incline to be more stable (from 4.93 in 2014 to 4.67 percent in 2018 on average). 
However, if we take a look at the graph more carefully, the EG rate in 2015 touched the 
lowest point at 4.41 percent while it raised to 4.67 percent in 2018. Figure 1 illustrates.  
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Figure 2. Economic growth (EG) and the open unemployment rate (OUR) in Sumatera 

island from 2014 to 2018 

 
 Moreover, regarding the relationship between inflation (INF) and the open 
unemployment rate (OUR), our estimation shows that inflation (INF) is not statistically 
associated with the open unemployment rate (OUR) of provinces in Sumatera island. 
Our result is different from the study of Etry, (2014) and Wijayanti, (2014) who found a 
negative and significant relationship between INF and OUR. While, our study is 
consistent with the findings of Qomariyah, (2013) who reported that there is no clear 
relationship between inflation and unemployment rate in East Java. Theoretically, the 
insignificant relationship between these two (INF and OUR) variables is given the 
external factor that may drive the variation of OUR. Take, for example, Qomariyah, 
(2013) noted that it is not the inflation of goods and oil that was triggered by the higher 
demand as explained by the Philip curved, which finally lead to an insignificant 
relationship between INF and OUR. However, as documented by the study of 
Maximova, (2015) this propensity only stands for the short-run, not for the long-run 
because inflation is required to maintain market stability.  
We also highlight the relationship between the regional minimum wage (RMW) and the 

open unemployment rate (OUR). The obtained empirical evidence documents that the 

regional minimum wage is negatively and significantly related to the variation of the 

open unemployment rate in Sumatera island. This suggests that when there is an 

increase in the wage, it should be negatively related to the decrease in unemployment. 

This is in line with the a priori theory. Kaufman and Hotckiss, (1999) also noted that the 

labor need to choose the minimum level of the wage they can get and at the same time 

should be affordable for the companies. When a person does not receive the minimum 

level of wage as agreed by the government, companies, and labor union as the 

minimum wage, then this person could be considered as potential unemployed labor as 

he cannot manage to deal with the agreed wage. Moreover, if in an area the minimum 

wage is too low than its regional minimum wage, it should go without saying that there 

is an oversupply of labor that makes them need to receive   
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The low wage even though in fact, the obtained wage is far from enough. Therefore, as 
explained by Keynes, a labor union is needed to protect the labor from exploitation. 
 Concerning the prior study, our finding on the relationship between RMW and 
OUR is similar to the findings of Rohman et al., (2016), Said, (2017), and Valentine, 
(2018) who found that minimum wage is negatively associated with the unemployment 
rate. When the minimum wage in a company is too low than the agreed regional 
minimum standard, it should not attract the talent to work on that company. In the case 
where the education level of the talent is higher, and at the same time the offered salary 
is low, the talent may think twice to accept the job. In this context, most of the talent 
prefers the take-home pay that adequately appreciates their educational background. 
Thus, the low minimum wage may lead to higher unemployment. 

CONCLUSIONS AND POLICY IMPLICATIONS 
Recall back to the obtained empirical evidence using panel data analysis on ten 

provinces in Sumatera island from 2006 to 2018, we could conclude that the open 
unemployment rate is the function of economic growth, inflation, and regional minimum 
wage. These three macroeconomic factors are negatively associated with the open 
unemployment rate. However, only inflation shows the inconclusive result, in which 
inflation shows a negative association with the unemployment rate but statistically 
insignificant.  
 In a more general view, we also conclude that the open unemployment rate in 
Sumatera island from the last twelve years is still relatively high. The main cause of this 
phenomenon could be explained by the improper absorption of labor in the market. The 
most interesting case can be seen from the high number of well-educated unemployed 
laborers or talents. Therefore, apart from the government's focus on the high intense 
labor prosperity in many big cities in Java and Sumatera, the government has to take 
into account the problems for the well-educated labor that is available in the job market. 
As the number of well-educated talents is growing, and mostly these talents are the 
millennials, the government needs to facilitate them with better support and incentive. 
Take, for instance, the government needs to map this talent based on their age 
category and skill profiles. If these talents are mostly dominated by the millennials 
generation who have been exposed by ITC (Information, Technology, and 
Communication) skills, the government may provide some relevant policy and incentive 
to supports these millennials to start their business (start-up model). However, if the 
demographical profile of the talents is millennials without proper ICT skills, the 
government may facilitate these talents to acquire new ICT skills to help them better 
provide themselves with a set of skills as required by the industry. 
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