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Abstract: This study aims to identify and analyze the effects of both direct and indirect variables are human development index (HDI), income inequality
and economic growth on poverty in East Kalimantan Province. The value of this research implies that the essential for the local government of East
Kalimantan Province to determine policies that can reduce poverty. This study focuses on factors affecting poverty in East Kalimantan Province with
secondary data coming from 9 (nine) urban districts. This study uses quantitative methods to identifying and analyzing the effects of HDI, income
inequality and economic growth against poverty in East Kalimantan Province. The analysis model used Ordinary Least Square (OLS) using AMOS
program. The result shows the Increasing HDI, income inequality and economic growth could develop the economic growth in East Kalimantan. The
increase of HDI does not significantly affect the level of poverty. Moreover, the increase in HDI has not significant to reducing poverty rate in East
Kalimantan through economic growth. However, HDI have positive impact to increasing poverty. Enhance the income inequality has a significant impact
on poverty rate in East Kalimantan .
Index Terms: Human Development Index (HDI), Inequality Income, Economic Growth, Poverty, East Kalimantan Province
————————————————————

1 INTRODUCTION

2 LITERATURE REVIEW

Poverty is one of the major diseases in the economy in almost
every country, especially in developing countries such as
Indonesia which still have a high poverty rate compared the
other countries. The problem of poverty is a complex and
multidimensional problem. Therefore, efforts to alleviate
poverty should be done correctly, covering various aspects of
community life, and implemented in an integrated manner [6].
It can be seen development of the number of poor people in
East Kalimantan Province as a whole since 2006 to 2009 tend
declining and nationally. East Kalimantan province ranks 5
(five) of the poorest number of poorest people. However, when
viewed from the distribution of developments in each regency /
city, there are 6 (six) districts / cities that experienced a
tendency to increase the poor population of Berau, Nunukan,
Penajam Paser Utara, Balikpapan, Samarinda and Bontang
[2]. There are several factors affecting the poverty rate in
Indonesia, among others, economic growth in the form of
Gross Domestic Product at national level and Gross Regional
Domestic Product at the regional level; [18] states that human
development in Indonesia is synonymous with poverty
reduction. Investments in education and health care will be
more meaningful to the poor than the non-poor, because for
the poor the main asset is their raw labor. The existence of
cheap educational and health facilities will greatly help to
increase productivity, and in turn increase revenue [13].
Furthermore, the problem of income inequality cannot be
separated from the problem of poverty, usually occurs in poor
and developing countries. According to [1], many developing
countries experiencing high economic growth rates in the
1960s began to realize that such growth is of little benefit in
solving poverty problems. In poor countries the main concern
is the issue of growth versus income distribution [10].
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2.1 The Effect HDI on Economic Growth
HDI plays an important role in the development of modern
economy because good human development will make the
factors of production can be maximized. The quality of a good
population will be able to innovate developing existing
production factors. Besides the high human development
resulted in the population will be high also so it will raise the
level of consumption. This will make it easier to promote
economic growth [12].
2.2 The Effect Income Inequality on Economic Growth
According to Irma Adelma and Cynthia Taft Morris in [1] there
are 8 (eight) things that cause inequality or inequality income
distribution in developing countries are: 1) high population
growth resulting in decreased per capita income; 2) inflation in
which money income increases but is not followed in
proportion to the increase in the production of goods; 3)
inequality of regional development; 4) very large investments
in capital-intensive projects, so the percentage of capital
income from extra work is large compared to the percentage
of income generated from work, so that unemployment
increases; 5) low social mobility; 6) implementation of import
substitution industry policy resulting in price increases of
industrial goods to protect the efforts of the capitalist class; 7)
the deterioration of the term of trade for developing countries
in trade with developed countries, as a result of the disastrous
demand of developed countries on the export goods of
developing countries; and 8) the destruction of the people's
craft industry such as carpentry, home industry, and others.
Kaldor (1956) in [18] states that inequality of high income
distribution tends to increase economic growth. Inequality of
income through the accumulation of capital according to the
theory of neo-classical growth is one of the factors that
determine economic growth. This is supported by [5], that
income distribution inequality has a positive effect on
economic growth.
2.3 The Effect HDI on Poverty
According [7] stated that human development in Indonesia is
identical with poverty reduction. Investments in education and
health care will be more meaningful to the poor than non-poor,
because for the poor the main asset is their harsh labor. The
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existence of cheap educational and health facilities will greatly
help to increase productivity, and in turn increase revenue.

2.4 The Effect Income Inequality on Poverty
The distribution of national income is reflecting equitable or
unequal distribution of a country's development outcomes
among its inhabitants [4]. Furthermore [14] explains that the
distribution of income is divided into two main sizes namely;
size distribution, is the amount or the amount of income each
person receives and the functional distribution or distribution of
ownership of the factors of production. According to [14], one
of the causes of poverty is the unequal pattern of resource
ownership, which in turn will lead to a lame income
distribution.
2.5 The Effect Economic Growth on Poverty
Economic growth according to [3] is a process of increasing
production capacity in a sustainable economy towards a better
direction which is realized in the form of an increase in
national income (Gross Domestic Product) as well as regional
income (Gross Regional Domestic Product) in the long term.
Economic growth according to Kuznet quoted from Tambunan
(2001) in [17] has a strong correlation to poverty. Economic
growth in the early stages has caused poverty rates to tend to
increase but at the end of the final stage there is a continuous
reduction in poverty levels. Thus, it can be said that economic
growth has a negative effect on poverty.
3 Conceptual Research Framework
To facilitate the research activities to be conducted as well as
to clarify the roots of thought in this study, the following
drawings conceptual framework of research:
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objectives identified in the previous section, this research will
use path analysis using AMOS version 22. Specifically, the
analysis technique will be described as follows; Based on
Figure 2. then the model specification can be made in the
equation as follows:
Y1 =  (X1, X2,)
Y2 =  (X1, X2, Y1)

(1)
(2)

Where:
X1 is HDI; X2
is income inequality; Y1 is economic growth
and; Y2 is poverty. Based on the above functional model, then
formed the regression equation as follows:
Y1 = α0+ α1X1+ α2X2+μ1

(1.1)

Y2 = β0+ β 1X1+ β 2X2+ β 3Y1+μ2

(2.1)

Figure 2. Path Analysis Model

5 The Estimate Result
The results estimation of the study of the HDI and income
inequality on Economic growth and poverty can be seen in
Figure 3 below:

Figure 1. Conceptual Research Framework
Figure 3. The Estimate Result HDI and Income Inequality
on The Economic Growth and Poverty

4 Research Methodology
This research is explanatory research, which is trying to
explain causality relationship between IPM and income
inequality to poverty through economic growth in East
Kalimantan Province. In detail this study focuses on
unemployment of 9 (nine) districts in East Kalimantan
Province which consists of 1) Kabupaten Berau, 2) Kabupaten
Kutai Timur, 3) Kota Bontang, 4) Kota Samarinda, 5)
Kabupaten Kutai Kartanegara, 6) Kota Balikpapan, 7)
Kabupaten Penajam Paser Utara, 8) Kabupaten Pasir dan 9)
Kabupaten Kutai Barat with the scope of the study year is in
2005-2014. This research uses pooling data or panel data,
that is combination of time series data (data between time)
and cross section data (inter place data); cross section data in
question is data of district in East Kalimantan Province. The
data used in this study consisted of 108 with poverty data from
2005 - 2014, economic growth data in 2005-2014, HDI and
income inequality in 2005 - 2014. To achieve the research

The analysis showed that HDI has an effect on economic
growth (coefficient 0,074) with p value 0,000 <0.05, the result
gives meaning that HDI has significant effect to economic
growth. Furthermore, income inequality also significantly
affects economic growth (coefficient 1.501) with p value of
0.000 <0.05. HDI has no significant effect on poverty with
coefficient of -0.018 with p value of 0.077> 0.05 which means
that HDI does not directly affect poverty in East Kalimantan
Province. The next variable is income inequality significantly to
poverty with coefficient value is 23,719 with p value 0,000
<0,05 and variable of economic growth also have significant
effect to poverty with coefficient value that is 0,296 with p
value value 0,002 <0,05. The value of t arithmetic of 3.053 is
greater than the value of t table 1.89304 implies that the
mediation parameter is significant. It can be concluded that
HDI has a significant impact toward poverty through economic
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growth as mediation role in East Kalimantan Province. The
value of t arithmetic of 2.988 is greater than the value of t table
1.89304 it indicate that the mediation parameter is significant.
Thus it can be concluded that income inequality has a
significant influence on poverty through economic growth in
East Kalimantan Province.

6. RECOMMENDATION
Based on the results of the discussion ,which some
suggestions as follows: Economic growth in urban areas is
prioritized on equity and multiplier effect on rural areas,
through
the
development
of
inter-regional
liaison
infrastructure. In addition, the agricultural sector to be more
noticeable through the program to minimize negative
externalities both at the level of production and agricultural
markets. Human Development Index variables does not affect
the number of poor people indicates that health, education and
public purchasing power needs to be improved by the
government. The government can also provide services in the
education sector for free, especially for the poor. So the quality
of human resources is increasing which is expected to reduce
the number of poor people. The government's attention to
health also needs to be improved with free health services,
increasing the puskesmas especially in poor and
disadvantaged villages.
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APPENDICES 2

APPENDICES

Appendices 1
PERCENTAGE OF POOR PEOPLE
REGENCY AND CITY IN 2003-2014

IN

EAST KALIMANTAN

BY

ECONOMIC GROWTH IN EAST KALIMANTAN PROVINCE BY REGENCY
/ CITY BY CONSTANT PRICE (2000) YEAR 2003-2014 (PERCENT)

HUMAN DEVELOPMENT INDEX IN EAST KALIMANTAN PROVINCE BY
REGENCY / CITY BY CONSTANT PRICE (2000) YEAR 2003-2014
(PERCENT)

INEQUALITY OF REVENUE IN EAST KALIMANTAN PROVINCE BY
REGENCY / CITY BY CONSTANT PRICE (2000) YEAR 2003-2014
(PERCENT)
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