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Abstract
 

_________________________________________________________________ 
This study aims to determine the determinants of unemployment rates in upper-middle-income 

Asian countries from 2000 to 2023. This study uses the Autoregressive Distributed Lag (ARDL) 

method. The analysis results show that in the long run, economic growth, foreign direct 

investment, income openness, and government consumption expenditure have a significant 

negative effect on unemployment. Conversely, urban population growth has a significant positive 

effect on unemployment. Meanwhile, in the short run, only urban population growth can have a 

significant negative impact on unemployment. Meanwhile, the one-year lag coefficient of foreign 

investment is proven to be positive and significant on unemployment. These findings imply that 

unemployment reduction is mainly determined by long-term structural policies that encourage 

economic growth, foreign direct investment, trade openness, and the effectiveness of government 

spending. The impact of urbanization on increasing unemployment emphasizes the need for 

integrated urban planning with formal job creation. Meanwhile, the weak short-term effect reflects 

the delay in labor market adjustment that requires supportive policies during the transition phase. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                    © 2026, Universitas Negeri Semarang 

  Corresponding author : 

Address: Faculty of Islamic Economics and Business, Sunan Kalijaga 
State Islamic University 

  E-mail: mohnuruliman836@gmail.com 

         ISSN 2252-6560
 

http://journal.unnes.ac.id/sju/index.php/edaj


  

Iman et al., / Economics Development Analysis Journal Vol. 15 No (1) (2026) 

 

142 

 

INTRODUCTION 

Throughout history, almost every country 

in the world has faced unemployment (Wang et 

al., 2021). This persistent rise in unemployment 

has resulted in higher levels of poverty and 

inequality (Su et al., 2022). According to the 

International Labour Organization (ILO), 

unemployment is widely recognized as a crucial 

indicator of a country's labor market performance 

and the economy's capacity to create good jobs 

for those seeking them (ILO, 2019). 

Unemployment as an economic term emerged in 

the 1930s, and the definition of this phenomenon 

refers to people who are unemployed but actively 

seeking work (Card, 2011). 

To address unemployment, countries must 

respond to this development with appropriate 

macroeconomic policy measures (Omay et al., 

2021). Policymakers and researchers must 

recognize that unemployment is a global problem 

that requires immediate attention (Mbunge et al., 

2021). Although the causes of unemployment are 

complex and diverse, implementing effective 

policies to address this issue is crucial. These 

policies are not only for individual well-being but 

also to encourage sustainable economic 

development. Therefore, unemployment is one 

of the main challenges facing both developing 

and developed countries in creating economic 

stability capable of optimally absorbing the 

workforce. In the context of the Asian region, 

unemployment rates remain a serious problem 

requiring immediate attention, as seen in the 

figure below. 

Figure 1. Unemployment Rate, total 2000-2023 

Source: Word Bank, 2025 (Processed) 

The figure above shows that 

unemployment trends vary significantly between 

countries from year to year. Furthermore, some 

countries experience relatively high 

unemployment rates. The highest unemployment 

rate was in Iraq, at 16.17% in 2021. The lowest 

was in Thailand, at 0.24% in 2013. This 

demonstrates that unemployment is a crucial 

economic challenge for upper-middle-income 

Asian countries. Being an upper-middle-income 

economy does not always guarantee adequate 

and stable employment opportunities. Most 

countries in the region experience growth 

without adequate employment, labor market 
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inefficiencies, and skills gaps. What underlies 

these varying labor market conditions across 

countries? Answering this question requires a 

more accurate understanding of how 

unemployment behaves in the region and the 

factors that influence it. 

Numerous empirical studies link 

unemployment to various macroeconomic 

variables. One such variable is economic growth, 

widely considered a key driver of employment, 

following Okun's Law. According to Okun 

(1963) there is an inverse relationship between 

unemployment and economic growth. 

Furthermore, Okun's Law generally states that 

every one percent increase in the unemployment 

rate is associated with a decrease of 

approximately two percent in economic growth, 

as measured by gross domestic product (GDP) 

(Cuaresma, 2003). Furthermore, Okun's 

statement is corroborated by Louail dan 

Benarous (2021) who argue that understanding 

the phenomenon of unemployment is crucial to 

understand how economic growth and the 

unemployment rate interact. 

Previous research has examined the 

relationship between unemployment and 

economic growth in the economic literature. 

Mehry et al. (2021) study of 35 developing 

countries provides clear evidence of Okun's law, 

suggesting that economic growth can reduce 

unemployment. Similarly, studies by Chen 

(2022) and Ang (2022) observed negative signs 

for both the long-run and short-run coefficients 

between unemployment and GDP growth in 

both developed and developing Asian countries. 

Although many studies confirm Okun's law, 

others contradict it. Research in Indonesia and 

India shows that proportional employment 

growth does not always follow GDP growth, 

implying a certain level of unemployment growth 

(Aggarwal, 2021). This is due to low job creation 

and high unemployment rates caused by low 

economic growth with inefficient and 

unproductive labor markets (Arestis et al., 2023).  

Another important factor in reducing 

unemployment is foreign direct investment 

(FDI). This investment is crucial because it can 

increase domestic savings, increase production 

capacity, and create employment (Khan et al., 

2023). Pro-FDI groups consider FDI to be quite 

effective in increasing efficiency in the productive 

sector, stimulating change for faster economic 

growth, creating jobs, boosting growth, and 

improving income distribution by raising wages 

in the host country and creating more jobs, thus 

reducing unemployment (Karimov et al., 2020). 

FDI is believed to bring more jobs, which can 

reduce unemployment rates in host countries 

(Alkofahi, 2020; V. B. Nguyen, 2022). While this 

assertion is supported by various research papers, 

others challenge it. In Asian countries, FDI 

actually increases unemployment (Tran et al., 

2023; Komarlina et al., 2025). This suggests that 

FDI does not always reduce unemployment in 

host countries (Warsame & Mohamed, 2023). 

Trade openness is also seen as a strategic 

factor influencing unemployment dynamics. The 

basic paradigm describing the relationship 

between openness and unemployment can be 

traced back to the Heckscher-Ohlin theory of 

comparative advantage (Heckscher 1919;  Ohlin 

1933).  According to the Heckscher-Ohlin theory 

of comparative advantage, trade openness lowers 

unemployment if the economy has abundant 

labor and increases unemployment if the country 

relies on capital-abundant technology (Dutt et 

al., 2009). Both developed and developing 

countries have utilized foreign policy to increase 

productivity and job creation (Spohr & Silva, 

2017). Consequently, increased trade openness 

can be a prerequisite for creating more jobs (Bhat 

& Beg, 2023). 

Studies in India and Malaysia provide 

evidence that trade openness can contribute to 

reducing unemployment (Amin et al., 2023; Wen 

et al., 2022). Thus, trade openness can be 

considered a mechanism that encourages 

employment and reduces unemployment. 

Despite these benefits, trade openness can also 

destroy employment opportunities in low- and 

middle-income countries (Pal & 

Villanthenkodath, 2024). Studies in ASEAN 

countries show increased unemployment due to 

competition from domestic and foreign 

companies (Prasetyo, 2022). This suggests that 

the benefits a country derives from trade 
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openness depend heavily on its overall economic 

conditions and its ability to scale incomes. 

The government seeks to reduce 

unemployment and mitigate its impact through 

fiscal policy. The question of whether fiscal 

policy is effective in reducing unemployment 

remains unanswered. The theoretical and 

empirical literature shows an inconclusive 

relationship between government spending and 

unemployment. This is primarily due to 

differences in economic conditions across 

countries and the fact that different types of 

government spending can have conflicting effects 

on employment levels. The Keynesian approach 

argues that public sector activity influences the 

market in ways that demand and create full 

employment, and emphasizes the need for the 

state to play an active role in preventing 

unemployment through financial instruments 

(public spending) (Kanca & Bayrak, 2015). 

Several studies have examined the 

relationship between government spending and 

unemployment in the literature. Studies in 

Indonesia and Nigeria found that government 

spending had a significant and negative effect on 

unemployment (Bahri, 2019; Onodugo et al., 

2017). This finding consistently corroborates 

these findings (Holden & Sparrman, 2018). 

However, Abrams (1999) revealed a positive 

relationship between government spending and 

unemployment. This result was then expressed as 

the Abrams Curve. This argument is confirmed 

by Abouelfarag dan Qutb (2021), who found 

clear evidence that government spending 

increases the unemployment rate. Therefore, the 

effectiveness of government spending in reducing 

unemployment depends heavily on the quality of 

spending and the readiness of the workforce.  

In addition to the factors mentioned 

above, population growth in urban areas also has 

the potential to influence unemployment rates. 

Labor market studies in developing countries 

began with the Dual-Sector Model of labor 

markets proposed by Lewis (1954) which argued 

that the movement of labor from the traditional 

(rural) sector to the modern (urban) sector was 

considered productive because the modern sector 

was able to absorb surplus labor from rural areas. 

However, Todaro (1969) argued that Lewis's 

model did not fit the evidence. Todaro expanded 

Lewis's model by adding a third sector, the 

traditional urban sector, where migrants 

generally undergo a transitional phase in the 

urban informal sector before gaining access to 

higher-wage jobs in the modern sector. 

Meanwhile, Harris and Todaro (1970) 

adapted Todaro's general model, stating that 

rural development leading to increased 

agricultural wages is key to eliminating urban 

unemployment. Urbanization that is not 

accompanied by job creation will increase 

pressure on the urban labor market. This 

argument aligns with that found by Maulidiyah 

et al. (2024), who showed that the decline in 

unemployment in Indonesia is related to the 

increasingly equitable distribution of job 

opportunities to rural areas, thus reducing 

population pressure in cities. Population growth 

in urban areas tends to reduce people's 

opportunities for engaging in precarious work 

(M. Chen et al., 2023).  

Other studies refute Harris and Todaro's 

arguments. A study in Malaysia showed that 

urbanization has a significant negative 

relationship with youth unemployment (Wen et 

al., 2022). Consistently, studies in 47 Asian 

countries have shown that migration can reduce 

unemployment (Huynh & Vo, 2023). These 

results provide concrete evidence for Arthur 

Lewis's argument that migration flows, a key 

driver of urbanization, can contribute to lower 

unemployment rates, as population movement 

from rural to urban areas can meet labor needs in 

more productive urban areas. Meanwhile, studies 

in Indonesia and Pakistan show that 

urbanization rates have no impact on 

unemployment (Sakib, 2021; Puspadjuita, 2018). 

These findings emphasize that not all 

urbanization dynamics automatically absorb 

labor, and therefore, its impact can vary across 

countries and time periods. 

Although the literature on the 

determinants of unemployment has grown 

extensively, several gaps in previous research 

remain that require further attention. First, 

empirical evidence on the influence of 
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macroeconomic factors on unemployment still 

shows mixed results and has yet to reach a 

consensus. This inconsistency in findings 

suggests that the relationship between 

macroeconomic variables and unemployment is 

contextual and influenced by the varying 

economic characteristics of each country or 

region. 

Second, most empirical evidence on the 

determinants of unemployment is still limited to 

the specifics of each country Amin et al. (2023); 

Wen et al. (2022); Bahri (2019) or using cross-

country samples that include countries with 

diverse economic characteristics and income 

levels (Tran et al., 2023; V. B. Nguyen, 2022; 

Mehry et al., 2021). Although it provides a 

general picture of the determinants of 

unemployment, this approach has the potential 

to ignore the heterogeneity of economic and 

labor market characteristics across income 

groups, so that the relationship between 

macroeconomic factors and unemployment may 

differ across country groups. 

Third, most previous studies have focused 

on partial analyses of the relationship between 

macroeconomic indicators and unemployment 

(M. Chen et al., 2023;  Ang, 2022; Chen, 2022; 

Abouelfarag dan Qutb, 2021). Therefore, 

empirical evidence examining the broad 

macroeconomic indicators of economic growth, 

foreign direct investment, trade openness, 

government consumption expenditure, and 

urban population growth on unemployment is 

still limited. 

Fourth, in terms of methodology, most 

previous studies used static panel models 

Maulidiyah et al., 2024; Wen et al., 2022; 

Alkofahi, 2020). Generally they focus on 

estimating the average relationship between 

variables without explicitly distinguishing 

between short-term dynamics and long-term 

equilibrium relationships. This approach has 

limitations in explaining the adjustment process 

when economic shocks occur, so it is not able to 

describe how changes in macroeconomic 

variables affect unemployment in the short term 

as well as how the system returns to long-term 

equilibrium. Therefore, it is necessary an 

econometric approach that is able to integrate 

these two dimensions in one comprehensive 

analytical framework. 

Based on these research gaps, this study 

aims to analyze the effects of economic growth, 

foreign direct investment, trade openness, 

government consumption expenditure, and 

urban population growth on unemployment in 

upper-middle-income Asian countries during the 

period 2000–2023 using the Panel Autoregressive 

Distributed Lag (Panel ARDL) approach. 

Different from previous studies, this study 

integrates five key macroeconomic indicators in 

one analytical framework, focuses on a group of 

countries with relatively homogeneous economic 

characteristics, and explicitly distinguishes short-

run effects from long-run equilibrium 

relationships. Thus, this study is expected to 

provide more comprehensive empirical evidence 

on the determinants of unemployment and 

enrich the literature on unemployment dynamics 

in upper-middle-income Asian countries. 

 
RESEARCH METHODS 

This study uses panel data and time-series 

data, consisting of annual data for the 24 years of 

analysis, from 2000 to 2023. Sample selection 

was carried out in three stages. First, all Asian 

countries categorized as upper-middle-income 

according to the World Bank classification were 

identified. Second, data availability was assessed 

for all study variables. Third, countries with 

incomplete data were excluded, resulting in a 

final sample of nine countries (Iraq, Indonesia, 

Kazakhstan, Turkey, Thailand, Malaysia, 

Mongolia, Iran, and China). Factors influencing 

unemployment rates are economic growth, 

foreign investment, trade openness, government 

consumption expenditure, and urban population 

growth. This review is summarized in Table 1. 

 
 

 

 



  

Iman et al., / Economics Development Analysis Journal Vol. 15 No (1) (2026) 

 

146 

 

Table 1. Definition and Source of Variables 

Variable Definition Unit Source 

Total Unemployment 

Rate (TUR) 

The proportion of the workforce that is 

unemployed but willing and looking for 

work. 

% WDI 

Economic Growth 

(EG) 

Gross Domestic Product (GDP) is the total 

income earned through the production of 

goods and services in an economic area 

during an accounting period. 

% WDI 

Foreign Direct 

Investment (FDI) 

Net investment inflows to acquire a 

continuing management interest (10 percent 

or more of the voting stock) in an enterprise 

operating in a country other than the 

investor's country. 

% WDI 

Trade Openness (TO) The proportion of GDP consisting of 

imported and exported goods and services. 

% WDI 

Government 

Consumption 

Expenditure (GCE) 

The expenditure of goods and services by 

resident institutional units to directly fulfill 

human needs or desires, both individual and 

collective. 

% WDI 

Urban Population 

Growth (UPG) 

Urban population growth is the exponential 

growth rate of the urban population from one 

year to the next. 

% WDI 

    Source: Data Processed, 2025

This study uses ARDL and error 

correction models (ECM) to capture the speed of 

adjustment under conditions of disequilibrium. 

The advantages of this method are that it 

simultaneously estimates short-term and long-

term dynamics, accommodates various 

integration orders, namely, I(0), I(1), or a 

mixture of I(0) and I(1) variables as long as no 

variable is I(2); and also accommodates different 

numbers of lags in each variable (Pesaran et al., 

2001). Considering the data structure of this 

study with a time dimension (T = 24) that 

exceeds the country dimension (N = 9), the use 

of dynamic panel estimators such as the 

Generalized Method of Moments (GMM) is 

considered less appropriate. Instead, the ARDL 

approach is more appropriate, especially in the 

context of panel settings where T > N, because it 

allows for heterogeneity in both short-term 

dynamics and long-term equilibrium 

relationships across countries. 

The empirical analysis was conducted 

through several sequential stages. First, 

descriptive statistics were employed to 

summarize the characteristics of the variables. 

Second, panel unit root tests were performed to 

determine the order of integration and ensure 

that none of the variables was integrated of order 

I(2), which is a prerequisite for the Panel ARDL 

approach. Third, the Kao cointegration test was 

conducted to verify the existence of a long-run 

equilibrium relationship among the variables. 

Fourth, the optimal lag structure was selected 

based on the Schwarz Information Criterion 

(SIC). Fifth, the Hausman specification test was 

performed to identify the appropriate estimator 

by comparing the Pooled Mean Group (PMG), 

Mean Group (MG), and Dynamic Fixed Effects 

(DFE) estimators. Finally, the selected PMG-

ARDL model was estimated to examine the 

short-run dynamics and long-run equilibrium 

relationships, while the Error Correction Term 

(ECT) was used to assess the speed of adjustment 

toward the long-run equilibrium following short-

run shocks. All empirical analyses were 

conducted using EViews 13. 

The Panel ARDL model and its 

corresponding Error Correction Model (ECM) 

specification are presented in Equations (1) and 

(2), respectively. 

𝑇𝑈𝑅𝑖𝑡 = 𝛽0 +  𝛽1𝐸𝐺𝑖t +  𝛽2𝐹𝐷𝐼𝑖𝑡 + 𝛽3𝑇𝑂𝑖𝑡 +

𝛽4𝐺𝐶𝐸𝑖𝑡 +  𝛽𝟓𝑈𝑃𝐺𝑖𝑡 + ε𝑖𝑡   ….…………….….  (1) 
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Where, TURit denotes the total 

unemployment rate in country iii at time ttt, 

while EG, FDI, TO, GCE, and UPG represent 

economic growth, foreign direct investment, 

trade openness, government consumption 

expenditure, and urban population growth, 

respectively. Equation (1) captures the long-run 

relationship between the total unemployment 

rate and its determinants. The parameter β0 

denotes the intercept, β1-β5 are the long-run 

coefficients, and εit  is the stochastic error term. 

∆𝑇𝑈𝑅𝑖𝑡 = 𝜙𝑖  𝐸𝐶𝑇𝑖,𝑡−1 + ∑ 𝛿𝑖𝑗
𝑝−1
𝑗=1 ∆𝑇𝑈𝑅𝑖,𝑡−𝑗 +

 ∑ 𝛽1𝑖𝑗
𝑞−1
𝑗=0 ∆𝐸𝐺𝑖,𝑡−𝑗 + ∑ 𝛽2𝑖𝑗

𝑞−1
𝑗=0 ∆FDI𝑖,𝑡−𝑗 +

 ∑ 𝛽3𝑖𝑗
𝑞−1
𝑗=0 ∆TO𝑖,𝑡−𝑗  +  ∑ 𝛽4𝑖𝑗

𝑞−1
𝑗=0 ∆GCE𝑖,𝑡−𝑗  +

 ∑ 𝛽5𝑖𝑗
𝑞−1
𝑗=0 ∆UPG𝑖,𝑡−𝑗 + 𝜀𝑖𝑡..……………..…. (2) 

Where, Equation (2) represents the error 

correction form of the Panel ARDL model. The 

coefficient ϕi denotes the speed of adjustment 

parameter, which measures the rate at which 

short-run deviations from the long-run 

equilibrium are corrected. The term ECTi,t-1 is the 

lagged error correction term that captures the 

long-run equilibrium relationship among the 

variables. The coefficient δij  represents the short-

run persistence of the total unemployment rate, 

while β1ij, β2ij, β3ij, β4ij and β5ij measure the short-

run effects of changes in economic growth, 

foreign direct investment, trade openness, 

government consumption expenditure, and 

urban population growth, respectively. The 

parameter εit denotes the disturbance term. A 

negative and statistically significant value of ϕi  

confirms the existence of a long-run equilibrium 

relationship and indicates the speed at which the 

system returns to equilibrium following a short-

run shock.  

 

RESULTS AND DISCUSSION 

Based on the descriptive statistics in Table 

2, the average unemployment rate in the upper-

middle-income region of Asia is 6.63%. This 

value indicates that although countries in this 

region are upper-middle-income economies, 

employment challenges remain significant. Iraq 

recorded the highest unemployment rate at 

16.17% in 2021, while Thailand recorded the 

lowest at 0.24% in 2013, indicating structural 

disparities in labor market efficiency. The 

average regional economic growth rate was 

3.71%, with significant variation across 

countries. Iraq had the highest growth rate at 

49.07% in 2004, while experiencing the deepest 

contraction of -38.53% in 2003. Meanwhile, 

foreign direct investment averaged 3.25%. The 

maximum value of 43.91% and the minimum of 

37.17% occurred in Mongolia, indicating that the 

dynamics of foreign capital flows are sensitive to 

external conditions such as commodity prices 

and investment policies.  

The region's trade openness averaged 

84.44%, underscoring the region's reliance on 

international trade as a driver of growth. 

Malaysia recorded the highest openness at 

220.40% in 2000, while Indonesia had the lowest 

at 32.97% in 2020, reflecting variations in global 

economic integration and countries' ability to 

leverage trade as a growth channel. The average 

government consumption expenditure in the 

region was recorded at 13.54% of GDP. The 

highest value was observed in Iraq in 2004, 

reaching 25.56%, reflecting the government's 

dominant fiscal role during that period. 

Conversely, Indonesia recorded the lowest value 

in 2000, at only 6.53%, reflecting the relatively 

low government spending capacity to support 

strategic economic functions during that period. 

In addition, urban population growth showed an 

average of 2.47%, with Iraq again being the 

country that recorded the most striking 

fluctuations, namely the highest value of 4.95% 

in 2013 and the lowest value of -0.71% in 2007. 

This pattern reflects the fluctuating dynamics of 

urbanization, which are likely influenced by 

changes in socio-economic conditions, 

population mobility, and structural adjustments 

in the country.
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Table 2. Descriptive statistics 

Variable Obs Mean Std.Dev. Min Max 

TUR 216  6.6317  3.6803  0.24900 16.17300 

EG 216  3.7106   5.9282  38.5382 49.0739 

FDI 216  3.2563  5.9719 -37.1727 43.9121 

TO 216  84.447  42.752  32.972 220.4068 

GCE 216 13.541 3.0175 6.5320 25.5637 

UPG 216 2.4782 0.9144 -0.7106 4.95605 

Source: Data Processed, 2025

Table 3. Panel Unit Root Test 

Variable Diff. Intercept/trend LLC Im, PS ADF PP Decision 

TUR Level 
Intercept -5.4162*** -3.9531*** 61.1225*** 66.4723*** 

I(0) 
Interc. & trend -3.9387*** -2.9429*** 43.0543*** 42.6309*** 

EG Level 
Intercept -8.9545*** -7.7145*** 93.6091*** 105.112*** 

I(0) 
Interc. & trend -1.0036*** -7.7359*** 83.2548*** 97.7858*** 

FDI Level 
Intercept -3.6431*** -4.3950*** 56.0459*** 72.8962*** 

I(0) 
Interc. & trend -4.8836*** -5.1597*** 59.2618*** 87.0791*** 

GCE Level 
Intercept -3.0517*** -4.2886*** 55.8617*** 56.5398*** 

I(0) 
Interc. & trend -2.7511*** -3.4192*** 52.9535*** 47.6970*** 

TO 

Level 
Intercept -1.8115** -0.4731 22.4436 21.5829 

I(1) 
Interc. & trend -3.0928*** -2.0428** 32.2911** 15.1013 

1st Diff 
Intercept -11.4205*** -11.3965*** 134.393*** 139.360*** 

Interc. & trend -9.5123*** -10.0041*** 108.314*** 142.321*** 

UPG 

Level 
Intercept -1.2338 0.0105 28.0286* 23.4592 

I(1) 
Interc. & trend -4.9057*** -6.5941*** 125.877*** 73.1885*** 

1st Diff 
Intercept -19.867*** -17.659*** 293.393*** 325.685*** 

Interc. & trend -16.578*** -15.2176*** 348.258*** 369.895*** 

Note: significance * p<0.05; ** p<0.01; *** p<0.001 

Source: Data Processed, 2025 

Before using other econometric 

techniques, a unit root should be tested to check 

whether the variable is stationary or not. The first 

generation unit root tests used include the Levin, 

Lin, and Chu (LLC) test by Levin, Lin dan Chu 

(2002), the Im, Pesaran, and Shin (IPS) test by Im 

et al. (2003), the Fisher-augmented Dickey–

Fuller (ADF) test by Maddala dan Wu (1999), 

and the Fisher-Phillips-Perron (PP) test (Phillips 

& Perron, 1988). These tests were applied to 

ensure the stationarity of the selected variables. 

The unit root test results in Table 3 show that the 

p-values of TUR, EG, FDI, and GCE are less 

than 0.05, indicating that the null hypothesis for 

non-stationarity is rejected at the 5 percent 

significance level. Thus, it is concluded that these 

variables are integrated at the zero order or I(0). 

Since the TO and UPG variables are non-

stationary at that level, these variables were first 

differentiated. The results show that the p-values 

of TO and UPG are less than 0.05, thus these 

variables are stationary at the first difference. 

Therefore, the panel unit root test results indicate 

that there is a mixture of I(0) and I(1), but no 

variable is I(2). This confirms the use of the panel 

ARDL model, which is appropriate for a mixture 

of I(0) and I(1) variables. These variables also 

form the basis for the next step in the 

cointegration test. 

 

Table 4. KAO Cointegration Test 

Model t-statistic Prob. 

ADF -5.1783 0.0000 

Residual Variance 6.3209  

HAC Variance 6.8470  

  Source: Data Processed, 2025
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To determine whether there is a long-run 

relationship between the observed variables, we 

first test for cointegration. To this end, we 

describe the cointegration test from (Kao, 1999). 

The results of the KAO cointegration test in 

Table 4 indicate that the KAO test confirms the 

existence of cointegration with an ADF statistic 

value of -5.1783 and is significant at the 1% level. 

This finding confirms the existence of a long-run 

equilibrium between unemployment rates, 

economic growth, foreign direct investment, 

trade openness, government consumption 

expenditure, and urban population growth in 

upper middle income Asian countries. 

Tabel 5. Hausman Test 

Test Summary Chi-Stat Prob. Decision 

PMG vs. MG 3.8796 0.5669 PMG 

PMG vs. DFE 1.8528 0.8691 PMG 

  Source: Data Processed, 2025

Before determining the appropriate ARDL 

results, the Hausman test was conducted to select 

the appropriate model between PMG, MG, and 

DFE (Hausman, 1978). Based on the Hausman 

test results in Table 5, the comparison between 

the PMG and MG models produced a Chi-Stat 

value of 3.8796 with a probability of 0.5669, 

while the comparison between PMG and DFE 

produced a Chi-Stat value of 1.852834 with a 

probability of 0.8691. Both probability values are 

greater than the 5 percent significance level, 

meaning there is no statistically significant 

difference between the PMG estimator and the 

MG or DFE. Thus, these results strengthen the 

decision to use the PMG model as the best 

approach in estimating the ARDL panel in this 

study. The PMG model provides a balance 

between efficiency and flexibility, by allowing for 

differences in short-term behavior between 

regions, while maintaining consistent long-term 

relationships. This choice is also in accordance 

with the arguments of Pesaran et al. (1999), who 

emphasized that the PMG model is superior 

when it is assumed that there is long-term 

equilibrium equality among cross-section units 

but heterogeneity in the short run. 

 

Table 6. PMG-ARDL Results

Variable Coefficient Std. Error t-Statistik Prob. 

EG -0.1646 0.0093 -17.707 0.0000 

FDI -0.1946 0.0226 -8.6065 0.0000 

TO -0.0057 0.0016 -3.5396 0.0005 

GCE -0.2594 0.0237 -10.9269 0.0000 

UPG 0.1697 0.0263 6.4463 0.0000 

COINTEQ -0.3382 0.1165 -2.9026 0.0042 

D(TUR(-1)) 0.0953 0.1181 0.8075 0.4204 

D(EG) -0.0129 0.0246 -0.5216 0.6025 

D(EG(-1)) -0.0095 0.0131 -0.7234 0.4704 

D(FDI) 0.0608 0.0498 1.2193 0.2243 

D(FDI(-1)) 0.1437 0.0688 2.0881 0.0382 

D(TO) 0.0164 0.0101 1.6280 0.1052 

D(TO(-1)) -0.0090 0.0078 -1.1587 0.2481 

D(GCE) 0.1096 0.0344 3.1882 0.0017 

D(GCE(-1)) 0.0469 0.0758 0.6193 0.5365 

D(UPG) -0.0461 0.5460 -0.0845 0.9328 

D(UPG(-1)) 0.2230 0.1438 1.5510 0.1226 

Constant 3.5802 1.0162 3.5230 0.0005 

Source: Data Processed, 2025
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Based on the estimation results in Table 6, 

the relationship between economic growth and 

unemployment in the long term shows a 

significant negative impact, while in the short 

term, economic growth cannot affect 

unemployment. These results strengthen the 

evidence of Okun's Law that there is an inverse 

relationship between economic growth and 

unemployment in the long run. These results also 

support previous research by Mehry et al. (2021); 

Singh and Lee (2023) which observed a 

significant negative relationship between 

economic growth and unemployment. The 

negative correlation between the unemployment 

rate and economic growth suggests that 

economic growth can be used as an important 

tool in reducing unemployment and achieving 

desired employment levels (Hjazeen et al., 2021). 

Thus, the upper-middle-income region of 

Asia demonstrates a strong relationship between 

economic growth and unemployment dynamics 

over the long term. This region demonstrates that 

consistent phases of economic expansion tend to 

be followed by a steady decline in unemployment 

rates, reflecting increased labor absorption along 

with expansion of production capacity and 

increased formal economic activity. This 

phenomenon confirms that sustained growth can 

strengthen the foundations of the labor market, 

resulting in a permanent and structurally 

significant decline in unemployment. 

Meanwhile, short-term growth 

fluctuations have not shown a significant impact 

on changes in unemployment. This suggests that 

economic growth in the region does not 

immediately reduce unemployment because the 

labor market adjustment process is slow. 

Companies tend not to immediately expand 

hiring, while wage rigidity limits labor market 

flexibility. Furthermore, businesses generally 

prefer to retain their existing workforce rather 

than make major adjustments when faced with 

short-term changes in economic conditions. 

Therefore, the labor market's response to 

economic changes can be seen in the long term 

rather than short-term fluctuations in the region. 

Research on the relationship between FDI 

and unemployment in Asia, a region with 

middle- to upper-middle economies, shows that 

increased FDI has been shown to reduce 

unemployment in the long run. This finding 

aligns with the pro-FDI group, which believes 

FDI is quite effective in increasing efficiency in 

the productive sector, stimulating change for 

faster economic growth, and improving income 

distribution by raising wages in host countries 

and creating more jobs, thereby reducing 

unemployment (Karimov et al., 2020).  

Thus, long-term findings suggest that FDI 

inflows play a strategic role by expanding 

production capacity through new investment and 

technology transfer, thus driving increased 

industrial activity and strengthening labor 

demand, ultimately reducing unemployment in 

the region. These findings align with empirical 

evidence showing that developing countries in 

Asia tend to experience declining unemployment 

as the intensity of foreign direct investment 

increases (V. B. Nguyen, 2022). This negative 

relationship may also be due to the role of foreign 

direct investment through enhancing the 

financial stability of host countries, encouraging 

firm formation and expansion, and accelerating 

technology transfer and enhancing industrial 

competitiveness, which can ultimately expand 

employment opportunities and contribute to 

lower unemployment rates (Bhat & Beg, 2023). 

Meanwhile, in the short term, FDI does 

not show a significant impact on unemployment. 

Meanwhile, FDI in the short term a year earlier 

actually showed an increase in unemployment. 

This condition is likely due to the adjustment of 

labor skills in recent decades. Foreign capital 

flows absorb more educated and highly skilled 

workers than low-skilled workers (A. T. Nguyen, 

2022). As a result, workers unable to adapt to the 

demands of new technology or higher production 

standards become less competitive in accessing 

emerging job opportunities. This condition limits 

the absorption of unskilled labor and ultimately 

increases the unemployment rate. Therefore, 

these results can be interpreted as meaning that 

foreign investment in the previous year 

significantly determines the level of 

unemployment in the current period. 
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The long-term relationship between trade 

openness and unemployment shows a significant 

negative impact. The inverse relationship 

between trade openness and unemployment can 

be attributed to the availability of labor skills in 

host countries (Moridian et al., 2025). This 

study's findings are consistent with the 

predictions of the Heckscher–Ohlin model, 

which asserts an inverse relationship between 

trade openness and unemployment. Therefore, 

increased trade openness in upper-middle-

income Asia tends to encourage deeper economic 

integration, expansion of production capacity, 

and strengthening of export-oriented sectors. 

This process increases labor demand as domestic 

firms are able to tap into broader global markets 

and benefit from economies of scale. This study's 

findings support those of unemployment (Amin 

et al., 2023; Wen et al., 2022). 

In the short term, trade openness does not 

show a direct impact on unemployment. This 

occurs because changes in international trade 

volume typically do not immediately alter the 

structure of labor demand. Companies need time 

to adjust production capacity, market strategies, 

and organizational structures when faced with 

changing trade conditions. Furthermore, 

workers' adaptation to the skills required by the 

global market is not instantaneous. 

Consequently, the effect of trade openness on 

employment tends to be delayed, resulting in no 

significant impact on the unemployment rate in 

the short term. Therefore, to reduce 

unemployment, greater attention is needed to 

ensure labor market participation, the provision 

of necessary skills, and assistance with placement 

in suitable jobs (Liu et al., 2022).  

Empirical findings show that government 

spending reduces the unemployment rate in the 

long run, indicating that the Keynesian approach 

is valid in the long run. The Keynesian approach 

argues that public sector activity influences the 

market in a way that demands and creates full 

employment, and emphasizes the need for the 

state to play an active role in preventing 

unemployment through financial instruments 

(public spending) (Kanca & Bayrak, 2015). These 

findings corroborate previous research ((Bahri, 

2019; Onodugo et al., 2017). Conversely, in the 

short run, government spending drives up the 

unemployment rate. These results demonstrate 

validation of the Abrams Curve Hypothesis in 

the short-term unemployment rate. These 

findings are generally consistent with those of 

Çelik and Erer (2021), who demonstrated an 

inverse relationship between government 

spending and unemployment in the long run, 

while in the short run, government spending 

actually increases unemployment. 

Thus, these findings demonstrate different 

short- and long-term dynamics in the relationship 

between government consumption expenditure 

and unemployment in upper-middle-income 

Asia. In the long run, this reflects the success of 

countries in the region in utilizing fiscal 

instruments to expand production capacity, 

improve public infrastructure, and stimulate 

growth in labor-intensive technology-based and 

manufacturing sectors. However, in the short 

run, bureaucratic delays, early project phases that 

do not absorb labor, and budget reallocations are 

common in upper-middle-income Asian 

countries. Therefore, while government spending 

may reduce unemployment in the long run, its 

initial effects may actually increase 

unemployment before the benefits are realized. 

The study's results indicate that, in the 

long term, urban population growth has a 

positive and significant impact on 

unemployment. These findings support research 

by (Hjazeen et al., 2021). This phenomenon 

reflects that urbanization is occurring faster than 

the modern sector's ability to absorb new 

workers. This imbalance indicates limited job 

creation capacity in urban areas, resulting in 

accumulated labor pressures ultimately 

increasing unemployment. Harris-Todaro 

suggests that rural development, leading to 

increased agricultural wages, is key to 

eliminating urban unemployment. Urbanization 

that is not accompanied by job creation will 

increase pressure on the urban labor market. This 

positive impact may also be caused by the influx 

of low-skilled migrants who are difficult to absorb 

because the majority only meet the qualifications 

of laborers, while the labor needs in cities are 
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already met. This condition can increase 

unemployment (Suffina & Suharto, 2022; 

Hidayati, 2021). 

Based on the results of the short-term 

relationship, urban population growth does not 

show a significant effect on the unemployment 

rate in this region. This study's results are 

consistent with the findings of (Sakib, 2021). This 

insignificant relationship indicates that the initial 

urban population expansion can generally be 

accommodated through various informal 

economic activities and low-cost service sectors 

that are relatively easily accessible to newcomers. 

As Todaro points out, migrants generally 

undergo a transitional phase in the urban 

informal sector before gaining access to higher-

wage jobs in the modern sector. At this stage, 

urban economic activity tends to be flexible 

enough to absorb additional labor through 

temporary jobs, which do not require high 

qualifications. Therefore, despite long-term 

urban population increases, unemployment rates 

do not necessarily experience significant short-

term changes in this region 

 

CONCLUSION 

This study aims to investigate the factors 

influencing unemployment rates in upper-

middle-income Asian countries over the period 

2000–2023. The study's empirical findings 

indicate that in the long run, economic growth, 

foreign direct investment, trade openness, and 

government consumption expenditure 

significantly reduce unemployment rates, while 

urban population growth significantly increases 

unemployment. Meanwhile, in the short run, 

economic growth, foreign direct investment, 

trade openness, and government consumption 

expenditure show no significant effects, while 

urban population growth makes a significant 

negative contribution to unemployment. 

Furthermore, estimates indicate that FDI in the 

previous year has a significant positive effect on 

unemployment. 

These findings imply that the decline in 

unemployment in upper-middle-income Asian 

countries is primarily determined by long-term 

structural policies that promote economic 

growth, foreign direct investment, trade 

openness, and effective government spending. 

Furthermore, the increase in unemployment due 

to urban population growth emphasizes the 

importance of integrated urbanization planning 

with formal job creation. Meanwhile, the short-

term impact highlights the delay in labor market 

adjustment, which requires supportive policies to 

mitigate the transition impact, particularly 

during the initial phase of foreign investment. 

This study has limitations related to the 

exclusion of the Maldives from the sample of 

upper-middle-income Asian countries due to 

limited data availability that did not meet the 

time-series completeness requirements. This 

situation potentially limits the representativeness 

of the findings for the entire group of countries. 

Therefore, further research is recommended to 

consider additional variables that could provide a 

more complete picture of the factors influencing 

unemployment rates in the regions. 

 
REFERENCES 

Abouelfarag, H. A., & Qutb, R. (2021). Does 

government expenditure reduce unemployment 

in Egypt? Journal of Economic and Administrative 

Sciences, 37(3), 355–374. 

https://doi.org/10.1108/JEAS-01-2020-0011 

Abrams, B. A. (1999). The effect of government size on 

the unemployment rate. Public Choice, 99(3), 

395–401.https://doi.org/10.1023/A:10183494 

Aggarwal, R. (2021). Comparative analysis of 

structural transformation process of selected 

Asian developing economies. Journal of Asian 

Economic Integration, 3(1), 7–24. 

https://doi.org/10.1177/2631684621989809 

Alam, M. S., Ansari, Y., Sha, N., & Khan, K. (2024). 

The influence of unemployment and labor force 

participation rates on economic development in 

GCC countries: A cointegration approach. 

Journal of Infrastructure, Policy and Development, 

8(2), 2962. https://doi.org/10.24294 

/jipd.v8i2.2962 

Alfalih, A. A. (2024). The impact of oil prices, foreign 

direct investment and trade openness on 

unemployment rates in an oil-exporting 

country: The case of Saudi Arabia. Heliyon, 

10(3). https://doi.org/10.1016/j.heliyon. 

2024.e25094 

Ali, A., Osman, A., Hassan, A. Y., & Osman, M. 

(2022). Macroeconomic determinants of 



  

Iman et al., / Economics Development Analysis Journal Vol. 15 No (1) (2026) 

 

153 

 

unemployment in Somalia: The case of Okun’s 

law and the Phillips curve. Asian Economic and 

Financial Review, 12(11), 938–949. 

https://doi.org/10.55493/5002.v12i11.4636 

Ali, S., & Nazar, R. (2017). Impact of foreign capital 

inflows and money supply on exchange rate: a 

case study of Pakistan. Review of Economics and 

Development Studies, 3(1), 83–90. 

https://doi.org/10.26710/reads.v3i2.167 

Ali, S., Yusop, Z., Kaliappan, S. R., Chin, L., & Meo, 

M. S. (2022). Impact of trade openness, human 

capital, public expenditure and institutional 

performance on unemployment: evidence from 

OIC countries. International Journal of 

Manpower, 43(5), 1108–1125. 

https://doi.org/10.1108/IJM-10-2020-0488 

Alkofahi, K. (2020). The effect of foreign direct 

investment on the unemployment rate in Saudi 

Arabia. International Journal of Economics and 

Finance, 12(10), 1. 

https://doi.org/10.5539/ijef.v12n10p1 

Amin, A., Tariq, A., & Ahmad, M. (2023). Does Trade 

Openness and Human Capital abate 

Unemployment? Empirical Evidence from 

India. Foreign Trade Review, 

00157325231195667. 

https://doi.org/10.1177/00157325231195667 

Ang, S. H. (2022). Exploring the Dynamics of GDP 

Growth and Unemployment Rates in Asian 

Economies: A Longitudinal Analysis. Journal of 

Business and Economic Options, 5(2), 20. 

Arestis, P., Ferreiro, J., & Gomez, C. (2023). Does 

employment protection legislation affect 

employment and unemployment? Economic 

Modelling, 126, 106437. https://doi.org/ 

10.1016/j.econmod.2023.106437 

Azhar, N. Z. (2023). The impact of foreign direct 

investment, economic growth, trade, and covid-

19 on unemployment: evidences from mena. 

Muslim Business and Economics Review, 2(1), 125–

141. https://doi.org/10.56529/mber.v2i1.111 

Bahri, R. S. (2019). The impact of government 

expenditure and investmen on unemployment 

in Indonesia: Analysis of demand side. Journal 

Of Research In Business And Manajement, 7(5), 40–

46. https://www.questjournals.org/jrbm/ 

papers/vol7-issue5/D07054046.pdf 

Bhat, M. A., & Beg, M. N. (2023). Revisiting the trade 

openness–unemployment nexus: an application 

of the novel JKS panel causality test with static 

and dynamic panel models. Journal of Economic 

Studies, 50(8), 1889–1907. 

https://doi.org/10.1108/JES-09-2022-0479 

Caligagan, A. A., Roby, R. C., & Suin, K. A. (2022). 

An analysis on the economic factors affecting 

the unemployment rate in the Philippines from 

1993-2018. Journal of Economics, Finance, and 

Accounting Studies, 4(2), 1. 

https://doi.org/10.32996/jefas.2022.4.2.1 

Card, D. (2011). Origins of the unemployment rate: the 

lasting legacy of measurement without theory. 

American Economic Review, 101(3), 552–557. 

https://doi.org/10.1257/aer.101.3.552 

Çelik, O., & Erer, E. (2021). The role of gender in the 

government expenditure and unemployment 

nexus: An investigation at regional level for 

Turkey. Romanian Journal of Economic 

Forecasting, 24(2), 112. http://www.ipe.ro/rjef/ 

rjef2_21/rjef2_2021p112-128.pdf 

Chen, M., Huang, X., Cheng, J., Tang, Z., & Huang, 

G. (2023). Urbanization and vulnerable 

employment: Empirical evidence from 163 

countries in 1991–2019. Cities, 135, 104208. 

https://doi.org/10.1016/j.cities.2023.104208 

Chen, S. (2022). Dynamics of GDP Growth and 

Unemployment: Evidence from Developed and 

Developing Asian Countries. Journal of Business 

and Economic Options, 5(3), 26–33. 

https://resdojournals.com/index.php/jbeo/art

icle/view/218 

Cuaresma, J. C. (2003). Okun’s law revisited. Oxford 

Bulletin of Economics and Statistics, 65(4), 439–

451. https://doi.org/10.1111/1468-0084.t01-1-

00056 

Dutt, P., Mitra, D., & Ranjan, P. (2009). International 

trade and unemployment: Theory and cross-

national evidence. Journal of International 

Economics, 78(1), 32–44. 

https://doi.org/10.1016/j.jinteco.2009.02.005 

Harris, J. R., & Todaro, M. P. (1970). Migration, 

unemployment and development: a two-sector 

analysis. The American Economic Review, 60(1), 

126–142. https://www.jstor.org/stable/18076 

Hasan, Z., & Sasana, H. (2020). Determinants of youth 

unemployment rate in Asean. International 

Journal of Scientific & Technology Research, 9(6), 

6687–6691. 

Hashmi, S. M., Khushik, A. G., Gilal, M. A., & 

Yongliang, Z. (2021). The impact of GDP and 

its expenditure components on unemployment 

within BRICS countries: Evidence of Okun’s 

law from aggregate and disaggregated 

approaches. Sage Open, 11(2), 4. 

https://doi.org/10.1177/21582440211023423 

Hausman, J. A. (1978). Specification tests in 

econometrics. Econometrica: Journal of the 

Econometric Society, 1251–1271. 

https://doi.org/10.2307/1913827 

Heckscher, E. F. (1919). Utrikeshandelns verkan på 

inkomstfördelningen. Några teoretiska 



  

Iman et al., / Economics Development Analysis Journal Vol. 15 No (1) (2026) 

 

154 

 

grundlinjer. Ekonomisk Tidskrift, 1–32. 

https://doi.org/10.2307/3437610ohlin 

Hidayati, I. (2021). Urbanisasi dan dampak sosial di 

kota besar: Sebuah tinjauan. Jurnal Ilmiah Ilmu 

Sosial, 7(2), 212–221. 10.23887/jiis.v7i2.40517 

Hjazeen, H., Seraj, M., & Ozdeser, H. (2021). The 

nexus between the economic growth and 

unemployment in Jordan. Future Business 

Journal, 7(1), 42. 

https://doi.org/10.1186/s43093-021-00088-3 

Holden, S., & Sparrman, V. (2018). Do government 

purchases affect unemployment? The 

Scandinavian Journal of Economics, 120(1), 124–

158. https://doi.org/10.1111/sjoe.12214 

Huynh, H. H., & Vo, D. H. (2023). The effects of 

migration on unemployment: new evidence 

from the Asian Countries. Sustainability, 15(14), 

11385. https://doi.org/10.3390/su151411385 

ILO. (2019). Quick guide on interpreting the unemployment 

rate. https://www.ilo.org/sites/default/files/ 

wcmsp5/groups/public/%40dgreports/%40sta

t/documents/publication/wcms_675155.pdf 

Im, K. S., Pesaran, M. H., & Shin, Y. (2003). Testing 

for unit roots in heterogeneous panels. Journal of 

Econometrics, 115(1), 53–74. https://doi.org/ 

10.1016/S0304-4076(03)00092-7 

Kakizhanova, T., Kabylkairatkyzy, R., Satpayeva, Z., 

Kondybayeva, S., & Andabayeva, G. (2026). 

Macroeconomic Determinants of 

Unemployment in Kazakhstan: An ARDL 

Approach. Faculty of Mediterranean Business 

Studies Tivat, Montenegro, 22(1), 75. https:// 

doi.org/10.14254/1800-5845/2026.22-1.7 

Kanca, O., & Bayrak, M. (2015). Kamu harcamaları 

bileşenleri ile işsizlik arasındaki ilişki (Türkiye 

örneği). Gazi İktisat ve İşletme Dergisi, 1(2), 55–

74. https://doi.org/https://dergipark 

.org.tr/tr/pub/gjeb/issue/7239/95329 

Kao, C. (1999). Spurious regression and residual-based 

tests for cointegration in panel data. Journal of 

Econometrics, 90(1), 1–44. https://doi.org/ 

10.1016/S0304-4076(98)00023-2 

Karimov, M., Parádi-Dolgos, A., & Koroseczne 

Pavlin, R. (2020). An empirical analysis of the 

relationship between foreign direct investment and 

unemployment rate: evidence from Turkey. XXIII, 

Iss(1), 453–464. 

Khan, I., Xue, J., Zaman, S., & Mehmood, Z. (2023). 

Nexus between FDI, economic growth, 

industrialization, and employment 

opportunities: empirical evidence from 

Pakistan. Journal of the Knowledge Economy, 

14(3), 3153–3175. https://doi.org/10.1007 

/s13132-022-01006-w 

Komarlina, D. H. L., Surgawati, I., Resti, A., Darma, 

D. C., & Ashari, I. (2025). Testing Factors 

Affecting Unemployment Rates. South Asian 

Journal of Social Studies and Economics, 22(8), 

347–357. https://doi.org/10.9734/sajsse/2025 

/v22i81126. 

Kukaj, H., Nimani, A., & Usaj, V. (2022). Foreign 

direct investment, economic growth, and 

unemployment: Evidence from developing 

countries. Journal of Governance and 

Regulation/Volume, 11(2). 

https://doi.org/10.22495/jgrv11i2siart8 

Levin, A., Lin, C.-F., & Chu, C.-S. J. (2002). Unit root 

tests in panel data: asymptotic and finite-sample 

properties. Journal of Econometrics, 108(1), 1–24. 

https://doi.org/10.1016/S0304-4076(01)00098 

Lewis, W. A. (1954). Economic development with 

unlimited supplies of labour. 

Liu, Z., Ngo, T. Q., Saydaliev, H. B., He, H., & Ali, S. 

(2022). How do trade openness, public 

expenditure and institutional performance 

affect unemployment in OIC countries? 

Evidence from the DCCE approach. Economic 

Systems, 46(4), 101023. https://doi.org/10. 

1016/j.ecosys.2022.101023 

Louail, B., & Benarous, D. (2021). Relationship 

between economic growth and unemployment 

rates in the Algerian economy: Application of 

Okun’s law during 1991–2019. Organizations and 

Markets in Emerging Economies, 12(1), 71–85. 

https://doi.org/10.15388/omee.2021.12.48 

Maddala, G. S., & Wu, S. (1999). A comparative study 

of unit root tests with panel data and a new 

simple test. Oxford Bulletin of Economics and 

Statistics, 61(S1), 631–652. https://doi.org/ 

10.1111/1468-0084.0610s1631 

Masduki, U., Rindayati, W., & Mulatsih, S. (2022). 

How can quality regional spending reduce 

poverty and improve human development 

index? Journal of Asian Economics, 82, 101515. 

https://doi.org/10.1016/j.asieco.2022.101515 

Maulidiyah, S., Muchtar, M., & Sihombing, P. R. 

(2024). Pengaruh Tingkat Pengangguran dan 

Angka Harapan Hidup terhadap Sebaran 

Populasi Penduduk di Indonesia. Journal of Law, 

Administration, and Social Science, 4(1), 35–46. 

https://doi.org/10.54957/jolas.v4i1.689 

Mbunge, E., Fashoto, S. G., Akinnuwesi, B., Metfula, 

A., Simelane, S., & Ndumiso, N. (2021). Ethics 

for integrating emerging technologies to contain 

COVID‐19 in Zimbabwe. Human Behavior and 

Emerging Technologies, 3(5), 876–890. 

https://doi.org/10.1002/hbe2.277 

Mehry, E.-B., Ashraf, S., & Marwa, E. (2021). The 

impact of financial inclusion on unemployment 

rate in developing countries. International 



  

Iman et al., / Economics Development Analysis Journal Vol. 15 No (1) (2026) 

 

155 

 

Journal of Economics and Financial Issues, 11(1), 

79. https://doi.org/10.32479/ijefi.10871 

Mestiri, S. (2025). Modeling the unemployment rate 

using the panel ardl. Journal Of Smart Economic 

Growth, 10(1), 51–79. https://www.jseg.ro/ 

index.php/jseg/article/view/304 

Moridian, A., Radulescu, M., Usman, M., Mahdavian, 

S. M., Hagiu, A., & Serbanescu, L. (2025). 

Unemployment rate and its relationship with 

government size, trade, inflation, urbanization, 

and economic growth in Romania. Heliyon, 

11(10). https://doi.org/10.1016/j.heliyon. 

2024.e41579 

Muammil, S. (2018). The effect of government 

expenditure and private investment on work 

opportunities and unemployment rate in 

Indonesia. Russian Journal of Agricultural and 

Socio-Economic Sciences, 76(4), 92–100. 

https://doi.org/10.18551/rjoas.2018-04.10 

Nessa, H. T., Alauddin, M., & Khan, R. H. (2021). 

Effects of Trade Openness on Unemployment 

Rate: Evidence From Selected Least Developed 

Countries (Ldcs). Journal of Business 

Administration, 42(1), 6. https://www. 

researchgate.net/publication/354844483 

Nguyen, A. T. (2022). The relationship between 

economic growth, foreign direct investment, 

trade openness, and unemployment in South 

Asia. Asian Academy of Management Journal, 

27(2), 21–40. https://doi.org/ 

10.21315/aamj2022.27.2.2 

Nguyen, V. B. (2022). The effect of FDI inflows on 

unemployment in Asian developing economies 

and the role of digitalization. Southeast Asian 

Journal of Economics, 10(2), 59–94. 

https://so05.tci-thaijo.org/index.php/saje/ 

article/view/260616 

Ohlin, B. G. (1933). International and Interregional Trade. 

Cambridge, MA: Harvard Economic Studies. 

Okun, A. M. (1963). Potential GNP: its measurement and 

significance. Cowles Foundation for Research in 

Economics at Yale University. https://www. 

scribd.com/document/347717593/Potential-

GNP-Its-Measurement-and-Significance 

Omay, T., Shahbaz, M., & Stewart, C. (2021). Is there 

really hysteresis in the OECD unemployment 

rates? New evidence using a Fourier panel unit 

root test. Empirica, 48(4), 875–901. 

https://doi.org/10.1007/s10663-021-09510-z 

Onodugo, V. A., Obi, K. O., Anowor, O. F., Nwonye, 

N. G., & Ofoegbu, G. N. (2017). Does public 

spending affect unemployment in an emerging 

market? https://doi.org/10.22495/rgcv7i1art4 

Pal, S., & Villanthenkodath, M. A. (2024). Economic 

globalization and unemployment: Evidence 

from high‐, middle‐and low‐income countries. 

International Social Science Journal, 74(253), 

1087–1112. https://doi.org/10.1111/issj.1249 

Pesaran, M. H., Shin, Y., & Smith, R. J. (2001). 

Bounds testing approaches to the analysis of 

level relationships. Journal of Applied 

Econometrics, 16(3), 289–326. 

https://doi.org/10.1002/jae.616 

Pesaran, M. H., Shin, Y., & Smith, R. P. (1999). Pooled 

mean group estimation of dynamic 

heterogeneous panels. Journal of the American 

Statistical Association, 94(446), 621–634. 

10.1080/01621459.1999.10474156.  

Phillips, P. C. B., & Perron, P. (1988). Testing for a unit 

root in time series regression. Biometrika, 75(2), 

335–346. https://doi.org/10.1093/biomet 

/75.2.335 

Prasetyo, A. S. (2022). Relationship of trade openness, 

financial openness, and unemployment rate in 

ASEAN. Buletin Ekonomika Pembangunan, 3(2). 

https://doi.org/10.21107/bep.v3i4.18398 

Puspadjuita, E. A. R. (2018). Factors that influence the 

rate of unemployment in Indonesia. 

International Journal of Economics and Finance, 

10(1), 140–147. https://doi.org/10.5539/ 

ijef.v10n1p140 

Rahmansyah, A., Yuliawan, D., & Gunarto, T. (2024). 

The Effect of Electricity Consumtion, FDI, and 

Unemployment on Economic Growth in 

Indonesia 1990-2021. Revenue Journal: 

Management and Entrepreneurship, 2(1), 53–62. 

https://doi.org/10.61650/rjme.v2i1.568 

Sakib, S. M. N. (2021). Determinants of Urbanization 

in Pakistan: Empirical evidence from ARDL 

model. Ideas. Repec. Org. 

https://doi.org/10.31219/osf.io/fudg9 

Singh, N. B., & Lee, Y. L. E. (2023). An analysis of 

factors affecting malaysia’s youth 

unemployment rate. International Journal of 

Management, Finance and Accounting, 4(1), 68–

86. https://doi.org/10.33093/ijomfa.2023.4.1 

Spohr, A. P., & Silva, A. L. R. da. (2017). Foreign 

policy’s role in promoting development: the 

Brazilian and Turkish cases. Contexto 

Internacional, 39, 157–178. https://doi.org/ 

10.1590/S0102-8529.2017390100008 

Su, C.-W., Dai, K., Ullah, S., & Andlib, Z. (2022). 

COVID-19 pandemic and unemployment 

dynamics in European economies. Economic 

Research-Ekonomska Istraživanja, 35(1), 1752–

1764. https://doi.org/10.1080/1331677X 

.2021.1912627 

Suffina, L., & Suharto, R. B. (2022). Faktor-faktor yang 

mempengaruhi urbanisasi di Samarinda. Jurnal 

Ekonomi Dan Manajemen, 19(1), 37–44. 



  

Iman et al., / Economics Development Analysis Journal Vol. 15 No (1) (2026) 

 

156 

 

https://doi.org/10.29264/jkin.v19i1.10855 

Todaro, M. P. (1969). A model of labor migration and 

urban unemployment in less developed 

countries. The American Economic Review, 59(1), 

138–148. 

https://www.jstor.org/stable/1811100 

Tran, O., Le, T. D., & Hang, N. P. T. (2023). Impacts 

of human capital, the fourth industrial 

revolution, and institutional quality on 

unemployment: An empirical study at Asian 

countries. Journal of Eastern European and Central 

Asian Research (JEECAR), 10(2), 238–250. 

https://doi.org/10.15549/jeecar.v10i2.1010 

Wang, Z., Zaman, Q. U., & Zaman, S. (2021). A 

dynamical assessment of multidimensional 

poverty in agro-climatic zones: An evidence 

from Punjab Pakistan. Environmental Science and 

Pollution Research, 28(18), 22944–22956. 

https://doi.org/10.1007/s11356-020-12329-z 

Warsame, Z. A., & Mohamed, I. S. A. (2023). Impact 

of foreign direct investment (FDI) on 

unemployment in Somalia. International Journal 

of Membrane Science and Technology, 10(3), 2256–

2264. 

https://doi.org/10.15379/ijmst.v10i3.1951 

Wen, L. L., Misiran, M., Sapiri, H., Supadi, S. S., & 

Yusof, Z. M. (2022). Quantitative assessment of 

unemployment among youths in malaysia. 

Malaysian Journal of Fundamental and Applied 

Sciences, 18(5), 530–540. 

https://doi.org/10.11113/mjfas.v18n5.2436 

 

 

 

 

 

 

 



    T U R  i t =   𝛽 0 +     𝛽 1   E G  i t +     𝛽 2   F D I  i t +     𝛽 3   T O  i t +   𝛽 4   G C E  i t +     𝛽  𝟓   U P G  i t +  ε  i t  


    ∆ T U R  i t =   𝜙  i     E C T  i , t − 1 +   ∑  j = 1  p − 1    𝛿  i j   ∆ T U R  i , t − j +     ∑  j = 0  q − 1    𝛽  1 i j   ∆ E G  i , t − j +   ∑  j = 0  q − 1    𝛽  2 i j   ∆ FDI  i , t − j +     ∑  j = 0  q − 1    𝛽  3 i j   ∆ TO  i , t − j   +     ∑  j = 0  q − 1    𝛽  4 i j   ∆ GCE  i , t − j   +     ∑  j = 0  q − 1    𝛽  5 i j   ∆ UPG  i , t − j +     𝜀  i t

