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Abstract

Research on factors affecting labor productivity was aimed to: 1) to study labor
productivity and analyze changes in labor productivity, and 2) to analyze factors
influencing labor productivity using secondary data from 1997-2022. The data was
consisted of labor productivity, wage rate, inflation, education budget, public health
budget, academic year, foreign direct investment, country openness, research budget,
real GDP, and the number of employed people. The data was analyzed into 4 sectors:
overall labor productivity, Labor productivity in agriculture, Labor productivity in the

industrial sector, and Labor productivity in service sector using the ARDL model.

The results of the study revealed that 1) Inflation affects overall labor productivity
in the short term. The value of foreign direct investment affects overall labor productivity
in both the short and long terms 2) The wage rate in the agricultural sector affects labor
productivity in the agricultural sector in the short term 3) The number of formal education
years and the value of foreign direct investment affect labor productivity in the industrial
sector in the short term. 4) Inflation and public health budgets affect labor productivity in

the service sector in the short term.

The government should focus on attracting the value of foreign direct investment
that will affect the short-term and long-term development of labor productivity as a whole,
on creating long-term growth in labor productivity in the agricultural sector, on promoting
human capital development through the education system to increase the number of

academic years in the industrial sector.



