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Abstract

This study aims to examine the determinants of the Human Development Index and its
impact on poverty in East Java Province with the Klassen's Typology approach. The
research uses quantitative methods, @ith multiple linear regression analysis using panel
data of 266 samples, taken from 38 districis/cElds in East Java with a total sample of 7
years (from 2011 to 2017). As an independ@ variable in this study is the Gini ratio and
crime, HDI is an intervening variable, and the dependent variable is poverty. The results
showed that based on the typology of development classifications in East Java classified as
dynamic and heterogeneous, where all quadrants filled. There are 13 districts/cities located
in Quadrant I (Fast-Forward and Fast-Growing Regions), 5 districts are in quadrant 11
(Fast-Developing Regions), 6 districts in quadrant III (Forward but Depressed Regions),
and 14 Districts in quadrant IV (Relatively Disadvantaged Areas). Based on siatistical
tests, the Gini ratio and crime simultaneously proved to influence HDI significantly, the
Gini ratio and crime partially proved to affect HDI significantly, and HDI proved to
influence poverty significantly.

Keywords: Gini Ratio, Criminality, HDI, Poverty, Klassen's Typology.

1. Introduction

Human-based development has a broader scope than the conventional economic
development theory. Conventional economic development theory emphasises increasing
the Gross National Product (GNP) rather than improving the quality of human life, and
development tends to place humans as inputs from the production process, not as an end
goal. Human development is a comprehensive approach from all sectors not only pay
attention to the social sector, and see humans as recipients in the development process [1].
Thus, human development is very humanistic and a development concept with a welfare
approach. Human-centred development will create an environment that encourages
Ehprovement in the quality of human life. This concept is the forerunner to the emergence
of the Human Development Index (HDI). The concept of human development has been
applied by various countries, including Indonesia, because it is considered more relevant
than conventional development concepts. Indonesia first applied HDI in 1996 and has been
used in various development plans. In 2014 Indonesia applied the HDI calculation method
with a new method, which is following the change in the calculation method by UNDP
(United Nations Development Programme).

The main component of HDI applied in Indonesia are life expectancy at birth, length of
school expectancy, the average length of schooling, and per capita expenditure [1]. Based
on empirical studies, the level of HDI in an area is determined by mamother factors,
namely the education budget, income per capita, Gross Domestic Product (GDP) per capita,
literacy rate, life expectancy at birth, Gini index, fertility rate, and emissions COs, gender
disparity, violent crime rates, percentage use of renewable energy; unemployment; Gross
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Regional Domestic Product (GRDP), illiterate population; population density [2]-[6].
Besides, HDI is also influenced by inflation [7]. The study of HDI cannot be separated from
poverty because the foc of HDI is poverty alleviation. Human development can affect
poverty levels, and HDI has a significant and negative inﬂuenoepoverty [81-[13].

East Java is interesting to study. The Province of East Java (East Java) is divided into
two major parts, namely East §f#a mainland. and Madura Island. East Java's land area
covers 9(8 of the total area of East Java Province, and Madura Island is only 10%.
Covering an area of 47,799.75 km?, East Java Province is divided into 38 districts/ cities,
666 sub-districts, and 8,501 villages, and the population reaches 39.3 million people, with
a population density of 822 people / km® [14]. Based on the classification of Law No. 56 /
PRP / 1960, the population density of East Java Province is in the "very dense" category
because it is above 400 people / km>.

Based on BPS data, the East Java HDI experiences an increasing trend, as Figure 1.

71.00
HDI IPM; 2018; 70.77
70.50
IPM; 2017; 70.27
70.00
—&— |PM; 2016; 69.74
69.50

69.00 =& IPM; 2015; 68.95

68.50

£8.00 IPM; 2014; 68.14

67.50 & —8— |PM; 2013 67.55

67.00
2012 2013 2014 2015 2016 2017 2018 2019

—8—2013 2014 —e—2015 —e—2016 2017 2018

Source: [14]
Figure 1. East Java HDI 2010 - 2018

The Province of East Java also experienced a fairly good increase in the national HDI
ranking. In 2010-2011, ranking 19, from 2012 to 2014 increased to 18, and from 2017 to
2018 increased significantly to 15 of 34 provinces in Indonesia [14]. More important than
Figure 1 is to look at growth trends, where HDI growth fluctuates and tends to decline. In
2014 HDI growth was 1.07, down to 1.03 in 2015, then increased significantly in 2016 to
1.21. This condition did not last long because East Java's HDI growth dropped significantly
in 2017 to 0.87 and decreased again to 0.71 in 2018. East Java's HDI is also still below the
national HDI. Thus, the declining trend of HDI growth as happened in East Java and still
below the national HDI indicates there are problems in human development efforts. The
poverty rate in East Java in 2018 will reach 11%. The amount of 4.3 million is a severe
problem for the East Java Provincial Government because the poor are the mandate
of the 1945 Constitution Article 34. The government needs to make various policies
in terms of handling the poor as stipulated in Law of the Republic of Indonesia
Number 13 of 2011 Article 1 paragraph 2 Regarding Poor Handling.

East Java's economic growth relatively improved from 2001 to 2013, and there
were three provinces with the highest national GDP contributors, namely DKI Jakarta,
East Java and West Java [15]. Apart from the improved macroeconomic conditions, there
is an interesting phenomenon about the economy in East Java that tends to fluctuate, and
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there is a high disparity. For example, seen frcmma variable Gini Ratio, crime, HDI, and
poverty. Table 1 shows the economic conditions in East Java Province.

Table 1. Gini Ratio, Criminality, HDI, and Poverty Data Past Java Province in
2013-2018

Percent 0.36 0.37 0.42 0.40 0.40 0.38
Action 23774 25,043 31,308 36,746 29,960 39453
Percent 67.55 68.14 68.95 69.74 70.72 70.70
Person | 4,893,000 | 4,748 400 | 4,789,120 | 4,703,300 | 4,617,010 | 4,332,590

Based on Table 1, the Gini ratio fluctuates but tends to decrease. In two years (2016-
2017) stagnated at 0.40, which is included in the medium category, because it is at an
interval of 0.3 - 0.5. The highest Gini ratio in 2017 was Malang City at 0.42, and the lowest
in Sumenep Regency was 0.24. The declining Gini ratio shows that the development
equalisation program carried out by the provincial government is starting to show results.
Crimes in East Java tend to increase before 2017 and again decrease in 2017. However, in
2018 crime again increased. The highest number of crimes, according to Resort Police in
2018 is Surabaya City 4,205 and the lowest is in Pacitan 157. Crimes in East Java are
centred on the poles of economic growth, namely Surabaya. Areas classified as not
congested such as Pacitan have a low crime rate although it eventually rose 100% in 2018.
The Human Development Index in East Java experiences an upward trend. The highest HDI
level in 2018 in the city of Surabaya was 81.74, and the lowest HDI in Sampang was 61.00.
The most significant number of poor populations in 2018 was Malang Regency with
268,490 people, and the lowest was in Mojokerto City with 7,040 inhabitants. Based on
poverty data, there is a high disparity because the difference reaches 261.000 people [14].
Based on this background, the researcher will examine several issues as follows: 1) What
is the effect of Gini ratio and criminality simultaneously on HDI in East Java? 2) WEE is
the effect of Gini ratio and criminality partially on HDI in East Java?, and 3) What is the
effect of HDI on poverty in East Java?

2. Literature Review

2.1 Human Development Index

In the concept of human development, the goal of development is human welfare.
Therefore, in its implementation, it is necessary to pay attention to four things,@#luding
productivity, equality, sustainability, and empowerment. HDI was infated by UNDP in
1990 and is published regularly every year. Based on the BPS concept, HDI is an impofnt
indicator to measure success in human development. HDI in describing it well how
residents can access the results of development in obtaining income, health, @catinn. The
three necessary components that make up the HDI are the dimension of longevity and
healthy living, the dimension of knowledge, and the standard dimension of decent living.
There are three components of HDI as follows [16] outlining the explanation: 1) A high
health index can be demonstrated in areas that can optimise health development well. The
community has the opportunity to enjoy various health facilities. 2) The level of civilisation
advancement in a region can be seen from the quality of education in a region. Population
with high education will be able to increase economic productivity in their region;
conveifi§ly, regions with low educational average population have low productivity as well.
3) the ability to meet economic needs is reflected in the Purchasing Power Parity (PPP)
Index or the purchasing power index. The higher this PPP, the higher the economic capacity
of the community.
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Following is the formula for calculating the new method HDI (geometric method):

HDI = :i/fhealth X Jfpem:ii1:1‘,ik1:1nen:mc'n:ztn:nm X Jfspe]rmimz;: (1)

The advantage of HDI with the new method is that it has used more appropriate
indicators and can distinguish well (discriminatory). In the method of geometric averages,
the three components are considered equally important so they must receive the same
amount of attention. The HDI rate ranges from 0 to 100. The closer it is to 100, then this is
an indication of better human development. Based on the HDI score, UNDP divid@Zihe
human development status of a country or region into four groups, namely: HDI <60 (low),
60-70 (moderate/medium), 70-80 (high), and = 80 (very high). The HDI used in this study
is the HDI published by BPS. Based on previous research, HDI can be influenced by many
factors, including Gini Ratio and criminality [3], [17], [18].

2.2 Gini Ratio

Social problems are often caused by inequality in enjoying the result of development
[19]. Inequality of income distribution is the difference in income generated by the
community, resulting in a marked difference in income within the community. It is said
inequality because there is a disproportionate distribution of income from total national
income among various households in the country [20]. The result of this imbalance is that
the rich get more productive; the poor will get poorer. One measure of inequality that is
often used is the Gini ratio (Gini coefficient). The Gini coefficient is a parameter used to
measure the ifffjuality of income distribution that is valued between O to 1, which is the
rati@etween the area between the Lorens curve and the perfect evenness line. The smaller
the value of the Gini onem:ient, indicating the more even distribution of income, on the
contrary, the higher the value of the Gini coefficient indicates an increasingly unequal
distribution among income recipient groups. The inconf distribution inequality criteria
based on the Gini coefficient according to Todaro are: more than 0.5 is a high level of
inequality; between 0.35-0.5 is a moderate level of inequality; less than 0.35 is a low level
of inequality.

2.3 Criminality

Criminal 1§Fexpert R. Soesilo distinguishes the notion of crime froff two points of
view, namely a juridical point of view and a sociological point of view. From a juridical
point of view, crime is an & or behaviour that is contrary to applicable laws or regulations
and is legally recognised. From a sociological point of view, crime is an act or behaviour
that is detrimental to the sufferer, is also very detrimental to the community namely loss of
balance, order, and order [21]. Based on the views of sociologists, the types of crime are
grounded in the accompanying social phenomena. fghe types of crime in the view of
sociologists have been adapted into the law, such as personal crime, Occasional property
crime, Occupational crime, Political crime, Public order crime, Conventional crime,
Organised crime, and Professional crime. In its development, there is a new form of crime.
namely economic crime (crime in the economic field). Economic crime needs to be
addressed together with other countries because it is transnational. These crimes include
sophisticated crimes that require specialised expertise in law enforcement, including law
intelligence. Economic crime can take the form of smuggling, fraud in customs, banking,
trade, money laundering, capital markets, financial service authority, counterfeiting of
brands, environment, Fisheries Act, EEZ Act, Forestry Act, Plantation Act [21]. Evil
(crime) has been known since human civilisation. The higher the civilisation, the more
rules, and the more violations. Therefore, crime is often referred to as the shadow of
civilisation. Observing changes that occur in society, reducing crime because they know
part of the culture itself. The higher the level of culture and the more modern a country, the
more modern crime, both form, nature, and how to implement it.
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2.4 Poverty

Poverty is a major problem for all countries, both developed and developing countries.
The poor according to the law (No. 13 of 2011) are people who do not have a source of
livelihood or have a source of livelihood but cannot meet basic needs suitable for their own
lives and their families. Basic human needs include food, clothing, housing, health,
education, employment and or social services. Poverty cannot be appropriately measured
based on income or even utility, because the most important thing is not what a person has
or feelings that arise from ownership, but who or what can be what he can be and §hat is
done or can be done [20]. Poverty is the inability to expand choices in life and has an
average expenditure per capita below the poverty line. Based on previous research, poverty
is significantly and negatively related to HDI [8], [10], [13].

2.5 Klassen's Typology

Each region has different characteristics in terms of economic progress and growth.
Some regions can spur economic growth quickly by exploring all the regional potentials;
on the other hand. some regions have stagnated or even declined. To be able to compare the
level of progress of an area with other regions in the same scope of reference, for example
in one province, can use Klassen typology analysis. Klassen typology data will facilitate
the government in conducting clusterisation in the context of acceleration and equity
development. This is because generally, thdfgions are in one cluster have the same form
of obstacles and challenges [13]. Klassen's typology divides regions based on two 1§&ling
indicators, namely regional economic growth,fJd regional per capita income, but in this
study regional per capita income is proxied by the Human Developmef Index (HDI)
figures. The economic growth was obtained from the growth data of Gross Regional
Domestic Product (GRDP).

3. Research Methodology

In this study, the population is all secondary data of research variables related to the
effect of the Gini ratio and criminality simultaneously and partially on HDI, which has an
#3pact on poverty in East Java Province. Secondary data were obtained from BPS RI, BPS
of East Java Province and Bappeda of East Java Province. The sample year used was from
2011 to 2017. The sampling technique used non-probability sampling, taking into account
the availability of data and in 2010, UNDP developed new ideas in the calculation of HDI.
The number of samples used in this study was 38 districts/cities x 7 years = 266-panel data
samples. The analytical method uses quantitative analysis with panel data. The research
design will be conducted using descriptive study or hypothesis testing study as independent
variables (Gini ratio and crime). In this case, HDI is an intervening variable, and poverty is
the dependent variable in this study. Based on the theory, the interrelationship between the
independent variables that influence the HDI and the implications for poverty is the
flowchart of the research framework scheme, as shown in Figure 2.

A 4

X1
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Figure 2. Conceptual Framework

Description :

Y: Human Development Index(HDI)
Z: Poverty

X,: Gini ratio
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X Crimity
B1Y: The regression coefficient of the variable X with Y
ByZ: The regression coefficient of the variable Y to Z

Hypothesis testing uses panel data regression model analysis techniques, statistical tests
(Goodness of Fit Test), and standar@fassumption tests. The validity of the best model
produced needs to be done to test the accuracy of the regression function in estimafZfg the
actual value, which can be measured from the goodness of fit, how well the sample
regression line matchesf8e data [22]. The goodness of fit test is done by testing the
statistical value of t, the statistical value of F, and the coefficient of determination (Rz) on
the regression results that have met the classical assumption test. After obtaining the best
model, the next step is to test the classical assumptions. The classic assumption test is a
requirement that must be performed on each ordinary least square (OLS) regression test.
For panel data regression, the standard assumption tests include heteroscedasticity test and
multicollinearity test. Following the figure 2 research framework, a research hypothesis can
be arranged as follows:

1. Allegedly the Gini ratio and crime simultaneously have a significant effect on HDI
in East Java.

2. Itis suspected that the Gini ratio and criminality partially have a significant effect
on HDI in East Java.

3. Itis suspected that HDI has a significant effect on poverty in East Java.

Through the Klassen typology analysis, four regional characteristics can be obtained,
namely: 1) developed and fast-growing regions, 2) growing regions, 3) advanced but
retarded regions, and 4) relatively backward regions [23].

Table 2. Classification of Regions According to Klassen's Typology

Quadrant I Quadrant IT
Fast-Forward and Fast-Growing | Rapidly Developing Areas
Areas
Quadrant I1I Quadrant IV
Advanced but Depressed Areas Relatively Disadvantaged Areas
Source: [23]
Description:
r;  :Regional economic growth rate region i
yi :HDIregion i
r : The rate of economic growth of the reference region
y  :HDI reference region

4. Result and Discussion

4.1 Regression Equation

Based on the Chow and Hausman test, the p-value obtained from a random cross-section
0.00 <0.05, the best model for the structure of the first equation chosen is the Fixed Effect
Model (FEM), namely:

Y =434 +0,00X,-001Xs (2)

=(27127) (6,56) (-2,58)

Adjusted R-s@fre value of 0.94, shows the ability of the independent variable (Gini
ratio @d crime) in explaining the dependent variable (HDI) of 94 %. In comparison, the
other 6 % is influenced by other variables. The regression coefficient X1 of 0.09 specifically
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states that in conditions of cateris-paribus, when the Gini ratio rises by 1%, on average, the
HDI also rises by 0.09 %. The regression coefficient X2 of 001 specifically states that in
conditions of cateris-paribus, when the crime rate rises by 1 %, on average, HDI will
decrease by 0.01 9%. The equation above is BLUE (Best, Linear, Unbias, Estimated). Based
on the Chow and Hausman test, p-values obtained from a random cross-section of 0.00
<0.05, the best model for the structure of the second equation chosen is the Fixed Effect
Model (FEM), namely:
7=13,33-2,58Y (3)

=(1624) (-13.35)

This equation is alrea@JBLUE (Best, Linear, Unbias. Estimated). Adjusted R-square
value of 0.99, indicates the ability of the independent v§§iable (HDI) in explaining the
dependent variable (poverty) by 99%, while the other 1% is influenced by other variables.
The regression coefficient X1 of -2.58 specifically states that in the condition of cateris-
paribus, if the HDI rises 1 % then on average poverty will decrease by 2.58 %.

4 pothesis Test
Based on the results of research on the two regression equations ane, the results:

1.  Giniratio and criminality are simultaneously proven to have a significant effect on
the Human Development Index.

2. The Gini Ratio is partially shown to have a significant effect on the H@flnan
Development Index [3]. However, some studies show that the Gini ratio has a
significant effect on HDI with t}adirection of a positive relationship [24].

3. Partial crime has been proven to have a significant and negative effect on the
Human Development Index. The same thing is also found in the research of [4],

[17].[18].

4. The Human Development Index is proven to have a significant and negative effect
on poverty. The same research results were also shown by the researches of [8]-
[13].
4.3 Klassen's Typological Analysis
In the Klasse's typology analysis, data on average economic growth and avera@HDI of
the regencies/cities in East Java are needed. The following is presented data @) Gross
Regional Domestic Product Growth Rate at the Base of 201@Constant Prices by Regency
/ City in East Java Province 2014-2018 Period. The average ®€onomic growth in East Java
Province in the 2014-2018 period was 5.42. The average HDI for the 2014-2018 period was
69.72. Thus, it can be described as Klassen's typology matrix as follows:

Table 5. Klassen's Typology Matrix

Quadrant [ Quadrant II

Fast-Forward and Fast-Growing Rapidly Developing Areas
Areas
Malang, Jember,

SidoarjdfMojokerto, Lamongan, Banyuwangi, Pasuruan,
Gresik, Kediri City, Blitar City, Bojonegoro
Malang City, Probolinggo City,
Pasuruan City, Mojokerto City,
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Madiun City, Surabaya City, Batu

City
Quadrant IIT Quadrant IV
Advanced but Depressed Areas Relatively Disadvantaged
Areas
Tulungagung, Kediri, Jombang,
Nganjuk, Madiun, Magetan Pacitan, Ponorogo,

Trenggalek, Blitar,
Lumajang, Bondowoso,
Situbondo, Probolinggo,

Ngawi, Tuban, Bangkalan,
Sampang, Pamekasan,
Sumenep

Based on the matrix, several findings are obtained, namely:

1. All quadrants filled, indicating that East Java Province is quite dynamic and
heterogeneous.

2. Quadrant IV (Relatively Disadvantaged Regions) is dominant for East Java
Province, where 14 Regencies are in Quadrant IV.

3. All cities in East Java Province are in Quadrant I, indicating that the City is
experiencing faster growth and development than the Regency.

4. All districts on Madura Island are in Quadrant IV, showing a development gap
between Madura I[sland and mainland East Java. This is interesting to study further
because the Suramadu Bridge (the longest bridge in Indonesia) has not been able

to accelerate development acceleration on Madura Island
Conclusion

Based on the dis@sion above, it can be concluded that 1) Gini ratio and crime
simultaneously have a significant effect on the Human Development Index, this shows that
(Bbth variables need to be considered by the local govemnment. 2) Gini ratio partially proved
to have a significant effect on the Human Development Index. Prioritising preventive
measures (prevention) through collaboration between the police and regional governments,
educational institutions, religious institutions@nd non-governmental organisations, and 4)
the Human Development Index has proven to have a significant and negative effect on
poverty, thereby placing human development oriented towards achieving Human and
spiritual well-being is bom and inward as a top priority in government policy and
application programs.
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