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Abstract 

 

 

 

 

 Many factors can influence the minimum wage in Badung Regency, namely 

economic growth and the rate of inflation that occurs. The aim of this research is 

to determine the effect of economic growth and inflation rate on minimum wages 

in Badung Regency, Bali Province, both partially and simultaneously. Data 

analysis was carried out using the multiple linear regression method. Based on 

data analysis, the results obtained are (1) economic growth has a positive and real 

partial effect on the minimum wage in Badung Regency, Bali Province, 2) the 

inflation rate has an effect partially positive and real on the minimum wage in 

Badung Regency, Bali Province, (3) economic growth and the inflation rate 

simultaneously have a real effect on the minimum wage in the Regency Badung, 

Bali Province. To the Tabanan Regency government, considering that the issue of 

wages is a very important problem, it is hoped that the Badung Regency 

government will pay more attention to these two variables in order to increase 

the minimum wage for Badung Regency. 
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1. INTRODUCTION 

Development is a process or activity that runs continuously from time to time to realize a certain 

goal, which basically means achieving prosperity and justice (Tarigan, 2014). Therefore, development 

is a process that takes place continuously over a long period of time. In general, economic development 

carried out by developing countries has the aim of creating economic development whose results will 

be felt by the community 

Development is a continuous process that covers all aspects of people's lives, including social, 

economic, political and cultural aspects, with the main aim of improving the welfare of the nation's 

citizens as a whole, which is also an absolute requirement for the survival of a country. Creating 

sustainable development is an important thing that must be done by a country with the aim of creating 

conditions for society to be able to enjoy an environment that supports healthy living, long life and 

leading a productive life (Simamora, 2016). These investments include investments in the green 
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infrastructure economy, these findings show that strategically directed investments in these sectors can 

encourage sustainable economic growth and reduce negative impacts on the environment and increase 

HDI with indicators such as health, education level, and per capita expenditure , which are important 

factors in achieving sustainable development (Dira et al, 2023). 

Economic development aims to improve the welfare of society so that it will be related to the 

income received by the community or the income of workers. Workers are those who offer services and 

have an important role in the production process, so that for these sacrifices, workers receive 

compensation for their services from the company in the form of wages. Wages are an important 

indicator for workers to make ends meet. Workers or laborers and their families are very dependent on 

the wages they receive to be able to meet their needs for clothing, food, shelter and other needs. 

Therefore, workers and trade unions always expect higher wages to meet the living needs of themselves 

and their families. Apart from that, minimum wages can also reduce poverty (Jhingan, 2010; Diatmika 

et al, 2017; Radityana et al, 2023). 

Wages are a component of production costs which are seen as being able to determine the level of 

profit generated, so entrepreneurs try to reduce wages to the minimum level. Therefore, business profits 

can be increased. There are still a few entrepreneurs who view workers as business partners in running 

and generating profits for the business. On the other hand, workers consider wages as compensation 

for what they have done, so that workers will demand more wages to meet their needs so that they can 

live prosperously, but in In fact, only a few employers consciously and voluntarily improve the standard 

of living of employees (Agussalim, 2009). 

In an effort to avoid differences in interests between employers and workers, the government needs 

to regulate this wage issue, which is commonly known as the minimum wage. The purpose of this 

arrangement is to keep wage levels from falling downwards (serve as a safety net), increase the 

purchasing power of the lowest workers, and gradually narrow the gap between those with the highest 

and lowest incomes. Reducing the community income gap is one indicator of achieving sustainable and 

inclusive development (Murthi, 2022). The minimum wage level is determined by four interrelated 

parties, namely the government, in this case the Department of Manpower, the Wage Council which is 

an independent institution consisting of experts, practitioners and so on whose task is to provide input 

to the government, the Trade Union Federation as a channel for workers' aspirations, and 

representatives. existing entrepreneurs (Simamora, 2016). In addition, the implementation of minimum 

wages encourages low-wage factories to increase the average remuneration for their employees (Baek 

& Park, 2016). 

Each region in Indonesia sets its own minimum wage, both provinces, districts/cities. Bali Province 

is one of the provinces in Indonesia that sets a minimum wage to provide decent wages or income to its 
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workers. Determination of the minimum wage in Bali Province is based on the community's standard 

of living costs. Below, Table 1 provides data on the development of minimum wages in Bali Province, 

detailed by district/city, for the 2015-2019 period. 

Based on Table 1, it can be seen the development of minimum wages in Bali Province over the last 

five years. The district/city in Bali Province that has the highest minimum wage is Badung Regency. The 

minimum wage is a wage standard imposed by the government to provide wages or salaries for workers 

working in its area. An increase in the minimum wage in Badung Regency will result in an increase in 

the income received by workers. It is hoped that this increase in income will be able to improve 

community welfare. The higher the minimum wage in Badung Regency will reflect the higher the 

standard of living of the people.  

Table 1. Regency/City and Provincial Minimum Wages in Bali 2015-2019 

No. Regency/City 
Minimum wage 

2015 2016 2017 2018 2019 

1 Kab. Jembrana 1.662.500 1.863.500 2.006.617 2.181.393 2.356.559 

2 Kab. Tabanan 1.706.700 1.902.970 2.059.965 2.239.500 2.419.331 

3 Kab. Badung 1.905.000 2.124.075 2.299.311 2.499.581 2.700.297 

4 Kab. Gianyar 1.707.750 1.904.141 2.061.233 2.240.766 2.421.000 

5 Kab. Klungkung 1.650.000 1.839.750 1.991.529 2.164.992 2.338.840 

6 Kab. Bangli 1.622.000 1.808.530 1.957.734 2.128.253 2.299.152 

7 Kab. Karangasem 1.700.000 1.895.500 2.051.879 2.180.000 2.355.054 

8 Kab. Buleleng 1.650.000 1.839.750 1.991.529 2.165.000 2.300.000 

9 Kota Denpasar 1.800.000 2.007.000 2.173.000 2.363.000 2.553.000 

Provinsi Bali 1.621.172 1.807.600 1.956.727 2.127.157 2.297.968 

Source: Bali Province Central Statistics Agency (BPS) (2020) 

Badung Regency is the most advanced district in Bali Province because it sets the highest district 

minimum wage compared to other districts. Determining the minimum wage in Badung Regency is an 

annual ritual and it is not surprising that there is a tug-of-war between interested parties, both workers 

and employers' associations. On the one hand, entrepreneurs seek to maintain control rights over areas 

of business authority, namely the appropriateness of production costs and profits. On the other hand, 

workers try to obtain the right to a decent life as a human being, namely wages that are normatively 

adequate for themselves and their families. Many factors or variables can influence the minimum wage 

in Badung Regency, one of which is economic growth and the rate of inflation. 

Economic growth is the process of changing economic conditions continuously towards better 

conditions over a certain period, or economic growth can also be interpreted as the process of increasing 

the production capacity of an economy which is realized in the form of increasing income, Economic 
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growth in Indonesia tends to increase with an average growth of 5 percent (Soekirno, 2010 ; Soleh 2014). 

The tourism and agricultural sectors are the driving sectors of growth in Badung Regency, according to 

Artaman et al (2015) and Murthi (2023). Trading in traditional markets is a form of informal sector 

activity in tourism activities that can support economic growth, creative economic marketing through 

BUM Desa and village markets can increase the income of lower class people (Murthi, 2019, 2023). 

Economic growth has a positive influence on the minimum wage in Badung Regency, the higher the 

economic growth in Badung Regency, the higher the minimum wage that can be set by the government, 

because the better and more stable the economic activities that occur in society.  

Apart from tourism, the economy of Bali Province is also supported by trade so that the impact of 

the Covid-19 pandemic is starting to recover, this cannot be separated from the consumption habits of 

the Balinese people themselves. (Murthi et al, 2015, 2018). Even though the trend is towards 

consumptive spending, it can influence the reversal of Bali's regional income (Marta et al, 2019; Artini 

et al, 2019) So people's purchasing power is still maintained by maintaining the minimum wage. There 

have been many studies that reveal that economic growth has a significant influence on minimum 

wages, such as research from Damanik & Zalukhu (2021) which obtained results that economic growth 

has a significant effect on minimum wages in the same way as research (Sasmita, 2018). 

Below, Table 2 shows data on the development of economic growth in districts/cities and provinces 

in Bali over the last five years. 

Table 2. Regency/City and Province Economic Growth in Bali for the 2015-2019 Period 

No. Regency/City 
Economic growth 

2015 2016 2017 2018 2019 

1 Kab. Jembrana 6,19 5,96 5,28 5,59 5,56 

2 Kab. Tabanan 6,19 6,14 5,37 5,73 5,60 

3 Kab. Badung 6,24 6,81 6,08 6,74 5,83 

4 Kab. Gianyar 6,30 6,31 5,46 6,03 5,64 

5 Kab. Klungkung 6,11 6,28 5,32 5,50 5,44 

6 Kab. Bangli 6,16 6,24 5,31 5,50 5,47 

7 Kab. Karangasem 6,00 5,92 5,06 5,48 5,50 

8 Kab. Buleleng 6,07 6,02 5,38 5,62 5,55 

9 Kota Denpasar 6,14 6,51 6,05 6,43 5,84 

Prov. Bali 6,03 6,33 5,56 6,33 5,63 

         Source: Bali Province Central Statistics Agency (BPS) (2020) 

Based on the table above, it can be seen the development of economic growth in each district/city 

in Bali Province over the last five years. Badung Regency is one of the districts in Bali which has quite 

high economic growth, although economic growth in Badung Regency over the last five years has 

fluctuated, this occurs due to the lack of efficiency and effectiveness of government policies in increasing 

economic growth in Badung Regency. 

Apart from economic growth, the rate of inflation also has a big influence on the minimum wage 

in Badung Regency. Inflation can be briefly interpreted as a situation where the prices of goods and 
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services increase generally and continuously (Soekirno, 2010). Inflation can influence positive changes 

in sectoral minimum wages (Dayan, 2015). 

Based on research conducted by Sasmita (2018), inflation has a partial positive and real influence 

on the provincial minimum wage in Bali Province. Likewise, research conducted by (Purnama, 2016; 

Sayyidah & Effendi, 2020;). This research is not in line with research because inflation does not have a 

significant effect on minimum wages (Ketiasih, 2017; Amelia, 2021). 

Below in Table 3, data on the development of the inflation rate in Badung Regency over the last 

five years is presented, represented by inflation in Denpasar City. 

Based on table 3, it can be seen how the inflation rate in Badung Regency has developed over the 

last five years. The highest increase in the inflation rate occurred in 2017, namely with an increase of 

0.37 percent from the previous year. The higher the rate of inflation that occurs in society, the minimum 

wage set by the Badung Regency government will increase, as a result of increasing prices of goods and 

services in society. This is aimed at providing workers in Badung Regency with a decent standard of 

living costs, so that the people in Badung Regency can be more prosperous. 

Table 3. Development of Badung Regency Inflation Rate 2015-2019 

No. Year 
Inflation Rate  

(Percent) 

Change  

(Percent) 

1 2015 2,70 - 

2 2016 2,94 0,24 

3 2017 3,31 0,37 

4 2018 3,40 0,09 

5 2019 2,37 -1,03 

        Source: Bali Province Central Statistics Agency (BPS) (2020) 

Based on the problems above, to obtain a more in-depth picture of the minimum wage in Badung 

Regency and want to know the influence of economic growth and the rate of inflation on the minimum 

wage in Badung Regency, Bali Province, both partially and simultaneously, the author took the research 

title "Influence Economic growth and inflation rate towards minimum wage in Badung Regency, Bali 

Province”. 

2. METHOD 

This research was conducted in Badung Regency, Bali Province. This location was determined 

deliberately, on the grounds that Badung Regency is a district in Bali Province which has the highest 

district minimum wage compared to other districts in Bali Province. 

The data collection method used in this research is library research. Literature study is a method 

or technique for collecting data by reviewing various books, literature, notes and various reports related 

to the problem you want to solve. This literature study is carried out by studying books, reports, 
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encyclopedias, the internet and other sources related to the problem to be discussed. The data used in 

this research was obtained from the relevant agency, namely the Badung Regency Central Statistics 

Agency (BPS). 

3. FINDINGS AND DISCUSSION 

Descriptive Analysis 

Minimum wage is a wage standard imposed by the government. The issue of wage standards is 

very important because it will affect people's welfare. The higher the wage standards imposed by the 

government, the more advanced economic activities are. Below, Table 4 shows data on district 

minimum wages in Badung Regency for the last ten years. 

Table 4. District Minimum Wages in Badung Regency 2010-2019 

No. Year 
District Minimum Wage  

(Rupiah) 

Change  

(Percent) 

1 2010 1.110.000 - 

2 2011 1.221.000 10,00 

3 2012 1.290.000 5,65 

4 2013 1.401.000 8,60 

5 2014 1.728.000 23,34 

6 2015 1.905.000 10,24 

7 2016 2.124.075 11,50 

8 2017 2.299.311 8,25 

9 2018 2.499.581 8,71 

10 2019 2.700.297 8,03 

        Source: Badung Regency Central Statistics Agency (BPS) (2020) 

Table 5. Economic Growth in Badung Regency 2010-2019 

No. Year 
Economic growth  

(Percent) 

Change 

 (Percent) 

1 2010 6,37 - 

2 2011 7,07 0,70 

3 2012 7,64 0,57 

4 2013 6,82 -0,82 

5 2014 6,98 0,16 

6 2015 6,24 -0,74 

7 2016 6,81 0,57 

8 2017 6,08 -0,73 

9 2018 6,74 0,66 

10 2019 5,83 -0,91 

         Sumber: Badan Pusat Statistik (BPS) Kabupaten Badung (2020) 

Based on the table above, it can be seen that the development of the district minimum wage in 

Badung Regency over the last ten years has continued to increase on average. This increase in the 

minimum wage is influenced by many factors, namely economic growth and the rate of inflation. Below, 

Table 5 provides data on economic growth in Badung Regency over the last ten years. 
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Based on Table 5, it can be seen that economic growth in Badung Regency fluctuates. The highest 

economic growth occurred in 2012, namely 7.64 percent, while the lowest occurred in 2019, namely 5.83 

percent. Apart from economic growth, the rate of inflation also influences the size of the minimum wage 

in Badung Regency. Below is provided data on the development of the inflation rate in Badung Regency, 

represented by inflation in Denpasar City over the last ten years. 

Table 6. Inflation Rate in Badung Regency 2010-2019 

No. Year 
Inflation Rate  

(Percent) 

Change  

(Percent) 

1 2010 8,10 - 

2 2011 3,75 2,84 

3 2012 4,71 -3,51 

4 2013 7,35 1,26 

5 2014 8,03 4,08 

6 2015 2,70 -0,36 

7 2016 2,94 -0,97 

8 2017 3,31 -3,03 

9 2018 3,40 0,09 

10 2019 2,37 0,32 

        Source: Badung Regency Central Statistics Agency (BPS) (2020) 

Based on the table above, it can be seen that the inflation rate in Badung Regency is fluctuating. 

The highest inflation rate occurred in 2010, namely 8.10 percent, while the lowest occurred in 2019, 

namely 2.37 percent. This increase in inflation can encourage an increase in your minimum wage 

because the prices of goods will rise as a result of the inflation that occurs, causing the income received 

to rise because the standard price of goods and services in society increases. 

Multiple Linear Regression Analysis. 

Table 4 Summary of SPSS Analysis Results 

Independent variable Coefficient 

regression 

t  Sig  

Pertumbuhan ekonomi (X1)  622.487,201 2,691 0,000 

Inflasi (X2)  9.751,512 4,109 0,000 

Constant 1.926.991,897                 2,691         0,031 

R2 0,786 

F count 41,845 

Sig 0,000 

              Source: (Processed) 

Based on the results of data processing, a multiple linear regression equation model can be created, 

namely as follows: 

Y = 1926991,897+ 622487,201 X1 + 9751,512 X2 
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Based on the multiple linear regression equation above, it can be seen the direction of influence of 

each independent variable on the dependent variable as indicated by the regression coefficient. 

Interprets of the multiple linear regression equation above can be described as follows: 

a. The constant/intercept value of 1,926,991.897 means that the average minimum wage in Badung 

Regency, Bali Province is 1,926,991 rupiah, if it is assumed that economic growth and the rate of 

inflation are constant or fixed. 

b. Regression coefficient value X1 of 622,487,201 means that, if economic growth (X1) increases by one 

percent, then the minimum wage in Badung Regency, Bali Province will increase by an average of 

622,487 rupiah if it is assumed that the inflation rate (X2) is considered constant or fixed. 

c. b2 (regression coefficient X2) amounting to 9,751,512 means that, if the inflation rate (X1) increases 

by one percent, then the minimum wage in Badung Regency, Bali Province will increase by an 

average of 9,751 rupiah if it is assumed that economic growth (X1) is considered constant or 

constant. 

 

Partial Test (t Test) and F Test 

1. t test (partial) for economic growth in table 4. 

Economic growth (X1) has a partial positive and real influence on the minimum wage in Badung 

Regency, Bali Province (Y), because the calculated t value is greater than the t table value (6.918 > 1.895) 

and the significance is smaller than five percent, namely 0.000 ( 0.000 < 0.050). 

2. t test (Partial) for inflation 

Inflation (X2) has a partially positive and real influence on the minimum wage in Badung Regency, 

Bali Province (Y), because the calculated t value is greater than the t table value (4.109 > 1.895) and the 

significance is smaller than five percent, namely 0.000 (0.000 < 0.050). The results are in line with 

research (Tsalsalaila, 2022). 

3. The F test, also called the variance test, has economic growth (X1) and inflation rate (X2). 

Simultaneous real influence on the minimum wage in Badung Regency, Bali Province (Y), because the 

calculated F value is greater than the F table value (41.845 > 4.740) and the significance is smaller than 

five percent, namely 0.000 (0.000 < 0.050). 

 

Coefficient of determination 

Based on the results of data processing, it can be seen that the R2 value of 0.786 means that 78.6 

percent of the variation (up and down) of the minimum wage in Badung Regency, Bali Province can be 

explained by variations (up and down) in economic growth and inflation rate, while the rest is explained 

by variables. other than economic growth and the rate of inflation. 
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4. CONCLUSION 

Based on the results of the analysis and hypothesis testing that has been carried out, several things 

can be explained, namely 1) Economic growth and inflation have a partially positive and significant 

influence on minimum wages in Badung Regency, Bali Province 2) Economic growth and inflation have 

a significant influence simultaneously on wages minimum in Badung Regency, Bali Province. 3) 78.6 

percent of the variation (up and down) of the minimum wage in Badung Regency, Bali Province can be 

explained by variations (up and down) in economic growth and the rate of inflation. Based on the 

conclusions above, several suggestions can be made regarding the main problem in this research: 1) 

Considering that economic growth has a real partial influence on the minimum wage in Badung 

Regency, Bali Province, the government is expected to maintain and increase sustainable and inclusive 

economic growth so that can improve people's welfare through a minimum wage that meets standards. 

2) because the rate of inflation has a real partial influence on the minimum wage in Badung Regency, 

Bali Province, it is hoped that the government can always maintain and control inflation in society and 

maintain people's purchasing power through a minimum wage that meets standards while always 

paying attention to inflation in Badung Regency Bali province. 
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