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Abstract: This study analyzes the effect of education level and socio-economic characteristics on household poverty status in the Riau Islands 
Province. By utilizing the Multinomial logit model, this study analyses the factor that influences household poverty incidence. The poverty levels are 
divided into three categories: poor households, near-poor households, and non-poor households, based on the definition of the Indonesian Central 
Bureau of Statistics poverty lines using the expenditure approach. Using the Indonesia National Economic and Social Survey (Susenas) 2018 data, the 
findings show that the probability of being poor in the Riau Islands Province is influenced mainly by the household head's education, household size, 
and employment status. Aside from providing training to household heads who do not have primary education through a vocational training center, the 
government should also increase the number of vocational high schools and adjust the curriculum to the industrial/labor market needs. 
 
Index Terms: Education, Household Poverty status, Multinomial Logit, Socio-economic Characteristic. 

——————————      —————————— 

1 INTRODUCTION                                                                     

As the third-youngest province in Indonesia, the Riau Islands 
Province was formed based on Law No. 25 of 2002. It has 
enjoyed high economic growth rates since 2011—the 
economic growth in average above the national growth. The 
increase in economic growth is expected to reduce the level of 
poverty. Subsequently, from 2016 to 2018, the economic 
growth was fall significantly below the national average. Based 
on data from the Central Statistics Agency (BPS) from 2016 to 
2018, there was an increasing number of poor people from 
120,410 (5.98%) to 128,460 (6.2%).  

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Fig. 1. Economic Growth of Indonesia and Riau Islands 

Province 2011-2018 
 
Source: Statistics of Indonesia 
 
Poverty, the problem of humanity that impedes welfare and 
civilization, is a global social problem faced by every nation. 
No country in this world is free from this issue. Sen [1] 
explained that poverty refers to situations of misery and 
helplessness experienced by a person, both due to his inability 
to fulfill life's needs and the state or society's inability to 
provide social protection to its citizens.  
 
 
 
 
 
 

The central government strives to reduce poverty in all 
Indonesian regions, but the disparity in poverty levels between 
provinces in Indonesia is still very high. The March 2018 
Susenas show that the lowest percentage of poor people is 
achieved by Jakarta Province at 3.57 percent (373,120 
people), while the highest is in Papua Province at 27.74 
percent (917,630 people). Each province has different 
characteristics and conditions. Hence, every poverty 
alleviation policy must be made based on a comprehensive 
analysis of existing problems. Since there is no reason to 
believe that the root causes of poverty are the same 
everywhere, a province-specific analysis is indispensable. 
Furthermore, empirical studies of household poverty 
determinants in the Riau Islands province are limited, and the 
analysis mainly relies on macro data. One possible reason is 
the non-availability of a rich dataset such as the National 
Economic and Social Survey (Susenas). Therefore, this 
research aims to examine the effect of education and socio-
economic characteristics on household poverty status. 
Moreover, this research is necessary and highly needed for 
both the Central Government and Local Government in terms 
of poverty reduction evidence-based policy. 

 
2 LITERATURE REVIEW 
Poverty is an abstract concept that can be defined differently 
depending on the experience and perspective of the 
assessor/analyst. Each person's perspective will determine the 
understanding of the conditions, nature, and context of 
poverty, how poverty occurs, what causes poverty, and how 
the problem of poverty can be overcome.  To effectively 
analyze economic causes and propose potential solutions to 
the problem, we need first to define what poverty is. Poverty is 
the deprivation of individual basic capabilities [1]. The lack of 
substantive freedoms is directly related to economic hardship, 
which robs individuals of the freedom to satisfy hunger or 
obtain sufficient nutrition, obtain remedies for treatable 
diseases, or be adequately clothed or sheltered to access 
clean water or sanitation. In line with this notion, The World 
Bank (2018) defines poverty as deprivation of 
wellbeing.  Moreover, Scott [2] defines poverty into three 
types. First, poverty is a bad situation experienced by 
someone because of limited education, health, and 
transportation. Second, the poor do not have productive 
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Independent Variable Total Mean / Proportion

Age 46.26

HH Size 3.72

Gender

Male 3011 86.13%

Female 485 13.87%

Education

No Primary School 718 20.53%

Primary School 738 21.11%

Junior  High School 518 14.82%

Senior High School 1168 33.41%

Higher Education 354 10.13%

Employment Status

Unemployed 481 13.76%

Otherwise 3015 86.24%

Employment Type

Informal 1864 53.32%

Otherwise 1632 46.68%

Business Sectoral

Agriculture 693 19.82%

Non-Agriculture 2,803 80.18%

Asset

Dwelling Owned 2643 75.60%

Otherwise 853 24.40%

Region

Rural 907 25.94%

Urban 2589 74.06%

Migration

Migran 197 5.64%

Otherwise 3299 94.36%

assets such as money, land, houses, and other facilities. 
Third, poverty is defined as the living conditions of a person 
who cannot meet his non-material needs, such as the right to 
obtain suitable, decent work, and the right to freedom.  In 
determining poor or non-poor individuals, the World Bank 
makes an absolute poverty line of $1.99 PPP (purchasing 
power parity) instead of the official/capita/day exchange rate to 
compare poverty rates between countries. This PPP figure is 
the amount of rupiah (in the Indonesian context) that can be 
spent on goods and services where the same amount can be 
purchased with 1 US dollar [3]. Meanwhile, the Indonesia 
Central Statistics Agency (BPS) defines poverty as a condition 
experienced by someone who has a per capita expenditure for 
a month that is not enough to meet the minimum standard 
needs. The minimum standard requirement is described by the 
poverty line, which is the minimum per capita expenditure per 
month to meet the minimum food and non-food needs. The 
minimum fulfillment limit refers to the recommendations of the 
National Works and Nutrition Widya in 1978. Namely, the 
Rupiah value of spending on food produces 2,100 kilos of 
energy per person every day while non-food needs include 
expenses for housing, lighting, fuel, clothing, education, 
health, transportation, and durable goods and other essential 
goods and services.  In calculating the poverty line, BPS uses 
the National Economic and Social Survey Consumption 
Module (SUSENAS). The poverty line produced includes 
national, provincial, urban, and rural poverty lines. The 
district/city poverty line is developed from the provincial 
poverty line. The Poverty Line is the sum of the Food Poverty 
Line and the Non-Food Poverty Line. Residents who have an 
average per capita expenditure per month under the Poverty 
Line are categorized as poor [4]. According to Heredia [5], the 
main causes of conventional poverty are poor character and 
behavior. However, the eradication of poverty is not only the 
desire of the poor people themselves, but rather is a task that 
must be handled by the government, the private sector, 
community organizations, and multilateral institutions by 
mutual agreement.  
Tulus [6] states that the causes of poverty in Indonesia are: 

1. Low levels of education 
2. Low labor productivity 
3. Low wage rate 
4. Unequal income distribution 
5. Fewer job opportunities 
6. The quality of natural resources is still low 
7. The use of technology is still lacking 
8. Low work ethic and worker motivation 
9. Culture / tradition 
10. Politics that have not been stable.  

In addition, Alisjahbana and Yusuf [7] found that education 
level of the household head is one of the strongest 
determining factor that affect both transient and chronic 
poverty in Indonesia. However, in the last few years, the 
average length of schooling in the Riau Islands Province 
between 2013 and 2018 has increased, from 9.63 years to 
9.81 years in 2018 

 
3 DATA AND METHODOLOGY 
 
3.1 Data 
This study uses microdata obtained from the Indonesian 
Central Bureau of Statistics, which is based on the 2018 
Susenas. This survey provides quite comprehensive 

information related to household level. The advantage of using 
this dataset is that the number of observations is relatively 
large and detail about socioeconomic life of the population 
including household expenses, education, employment, 
housing and social security. According to this dataset, there 
are 3496 observations, covering seven cities/regencies in the 
Riau Islands province. 

 
Table 1. Susenas 2018 Data Description 

Source: Calculated by the authors based on Susenas 2018 

 
3.2 Methodology 
This study employs Multinomial logit regression model to 
answer the research objectives. Multinomial Logit estimation is 
the most popular in empirical studies on the determinant of 
poverty [8], [9], [10], [11]. In addition, Multinomial logit 
regression is one of the statistical models used to analyze 
patterns of relationships or influences between a set of 
independent variables with a dependent variable where the 
dependent variable is more than 1 categorical. Therefore, the 
multinomial logit regression method is most suitable for 
answering this research objectives. The estimated parameter 
of the Multinomial Logit model provide the direction of the 
effect of the explanatory variables on the dependent variable 
(household poverty status). This study proposes a theoretical 
model to explain the dependent variable of household poverty 
status as follow:  

                                                                                  (1) 
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Coeff Coeff

Age of HH 0.1007 0.0604 * -0.0593 0.0515

Age squared of HH -0.0012 0.0006 * 0.0002 0.0005

Gender of HH

Female -0.1832 0.3475 -0.0943 0.3729

Education

Primary School -0.3484 0.2821 -0.7254 0.2904 **

Junior  High School -0.5932 0.3309 * -0.4173 0.3094

Senior High School -0.6887 0.2930 ** -0.3999 0.2792

Higher Education -2.4238 0.7542 *** -2.4019 0.7529 ***

Employment Status

Unemployed 0.7198 0.3242 ** 0.4946 0.3803

Employment Type

Informal 0.0504 0.2325 -0.2213 0.2218

Business Sectoral

Agriculture -0.4463 0.3047 0.6693 0.2571 ***

Household Size 0.5158 0.0576 *** 0.4716 0.0590 ***

Asset

Dwelling Owned -0.6052 0.2281 *** 0.0900 0.2414

Region

Rural 0.0388 0.2567 -0.1769 0.2404

Migration

Migran -0.1034 0.4957 -0.4061 0.4883

Note :

***)  10% level significance

**)    5% level significance

*)      1% level significance

Variabel

Poverty Status (Base=Non Poor)

Poor Nearly Poor

Standard Error Standard Error

Where Y is household poverty status, i is household, educ is 
education level,   is a set of household characteristics.  

The variable Y (the dependent variable) consists of three 
categories, namely: 
Household Poverty Status =0 If the household is poor 
Household Poverty Status =1 If the household is near-poor 
Household Poverty Status =2 If the household is non-poor 
From the Y variable category above, the reference category is 
Y = 2 non-poor households. 

𝜋( )   
(                ⋯       )

1    𝑝(                ⋯       )
                     (2)  

With logit transformation, two logit functions are formed as 
follows: 

 𝑃 ( )  𝑙𝑛 
( 𝑃(  1)0| 

( 𝑃(  1)2| 
                                                                   (3) 

  

 𝑃 ( )  𝑙𝑛 
( 𝑃(  1)1| 

( 𝑃(  1)2| 
                                                                   (4) 

 

4 RESULTS 
The discussion of monetary poverty in this study uses the 
basic measure of the poverty line calculated by the Central 
Bureau Statistics and the 2018 Susenas raw data processing 
results. Table 2 presents the poverty line for each regency and 
city in Riau Islands Province. Indicators that can be presented 
include the poverty line, the percentage of the poor, near-poor, 
and non-poor households in each regency/city. Poor 
households are categorized if household spending is below 
the poverty line. In contrast, near-poor households are 
categorized as household spending between the poverty line 
and 1.2* the poverty line. Near-poor households are examined 
to see the number of households in the vulnerable category (in 
between poor and non-poor categories). Besides, non-poor 
households are added if the household expenditure is above 
1.2 x the poverty line [19]. 

 
Table 2. Decomposition of poverty in Riau Islands Province 
 
 
 
 
 
 
 
 
 

Source: Calculated by the authors based on Susenas 2018 
Table 3 presents Multinomial Logit Results that show the 

effect of socioeconomic variables on household poverty status 
in the Riau Islands Province. Age, education, employment 
status, business sector, household size, and assets are 
statistically significant with household poverty status. 
Meanwhile, gender, employment type, region and migration 
status are statistically insignificant.  
 

 
 
 
 
 
 
 

Table 3. Multinomial Logit Results with Households Poverty 
Status Coefficient 

Source: Calculated by the authors based on Susenas 2018 
with STATA 
 
All level education variables have a negative and strong 
relationship with household poverty status except the Primary 
education level, which is statistically insignificant for the poor 
category. The household head who succeeded in completing 
Higher Education has less chance to experience poverty. This 
finding is in line with Gounder's [12] research that the 
household head education level has a positive value and 
significantly influences the income level. Furthermore, 
household heads' education level should be a critical factor in 
assessing household welfare because household heads are 
the family's main income earners. Households head with low 
education would be hard for him to get a job and be more 
appropriate outside the formal workforce. As a result, he will 
not have an income and ultimately become poor. Vice versa, 
with a high level of education, the person has better chances 
of finding a job with good wages which will improve their 
welfare. These findings confirm the Nguyen et al. [13] results 
that having higher education degrees contributes to a more 
significant reduction in the likelihood of poverty. Schooling 
raises the human capital stock and thus worker productivity 
and incomes, contributing to a decrease in the degree of 
poverty. In terms of job opportunities, the Riau Islands 
Province economy is based on the manufacturing, 
construction, and trade sectors. Higher levels of education, 
therefore, increase the possibilities of individuals to achieve 
formal employment. The coefficient of primary education for 
the poor category is statistically insignificant. This result is 

Regency/City                         Poverty Line Poor Near Poor Non Poor

Karimun Regency Rp 360307 0.54% 1.63% 97.82%

Bintan Regency Rp 367294 0.99% 2.58% 96.43%

Natuna Regency Rp 362519 0.93% 0.70% 98.38%

Lingga Regency Rp 411387 3.43% 4.58% 91.99%

Kepulauan Anambas Rp 366917 0.32% 1.26% 98.42%

Batam City Rp 650406 6.05% 5.66% 88.29%

Tanjungpinang City Rp 625473 9.07% 7.26% 83.67%

Kepulauan Riau Rp 559291
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consistent with the De Silva [8] finding that the payoff from 
primary education to the poorest is not significant. On the 
other hand, in the near-poor category, the coefficient of 
primary education and higher education is negative and 
statistically significant. The household head who is 
unemployed raises the chances of being poor for the poor 
category.  This result is in line with the results studied by Zyka 
et al. [10] that unemployment shows a positive correlation with 
the incidence of poverty. In contrast, in the near-poor category, 
the effect is statistically insignificant. The scale of households 
has a significant impact on poverty. That influences monthly 
consumption per capita. The higher the size of the household 
is, therefore, the greater the probability of becoming poor. The 
influence of household size risk being poor is 1.5% in the poor 
category and 1.49% in the near-poor category relative to 
households whose members have not increased. Akerele [15] 
and Ennin et al. [9] have reported that larger households are 
more likely than smaller ones to encounter poverty. At the Riau 
Islands Province, the effect of gender, employment type, 
region, and migration status show insignificant results. The 
coefficient of gender is negative and statistically insignificant in 
both the poor and near-poor category. This result means that 
the gender of the head of the household, male or female, does 
not affect the household's poverty status. In other words, there 
is no difference risk between male and female heads of 
households being poor than non-poor households. In line with 
Smajic et al. [16] research, this finding could not find any 
support whether female-headed households are more 
vulnerable to poverty. This could happen because women's 
role is far better than before. The jobs that women can do are 
quite available, such as the commercial sector, hotels, and 
restaurants, and banks and other financial institutions. The 
effect of the employment type variable on poverty status 
shows no evidence that the informal sector has a greater 
effect on household poverty status for being poor in the Riau 
Islands Province. The result is different from Crotty [17], which 
finds that poverty traps for workers are created by the high 
incidence of informal jobs in developing countries. On the 
other hand, Kumar et al. [18] confirm that the informal sector 
for poor and marginalized groups is a good livelihood source. 
They prove that informal sector earnings have had a strong 
impact on the livelihood of households.  

 
5 CONCLUSIONS 
This study examines the effect of education and socio-
economic characteristics of household poverty status in the 
Riau Islands Province. Utilizing multinomial logit models, this 
study found that education, household size, and unemployed 
are the most significant variables on household poverty status 
in Riau Island Province. One significant finding is that all 
education levels (except primary education) in the poor 
household category are statistically significant. The higher the 
number of household members is also a factor in determining 
the magnitude of the household risk being poor. The 
coefficient shows a significant positive relationship for both the 
poor and near-poor category. Several policy recommendations 
can be provided based on the findings of this study. First, 
education is an essential factor that also influences the risk of 
household poverty status. The government should provide 
training to household heads who do not have primary 
education through skills training centers such as welding 
training and sewing training. Therefore they can take part in 
the labor market. The government should also increase the 

number of vocational high schools and adjust the curriculum to 
the industrial/labor market's needs. Household size becomes 
larger tends to boost levels of poverty among households. Re-
promoting the Family Planning Program to promote family 
planning strategies can also help families exercise their family 
size management preferences. Besides, expanding the Family 
Hope Program to enable poor households to step out of 
chronic poverty. 
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