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Abstrac t 

 

The  c e ntra l the me  o f this p ap e r is the  me a sure me nt o f inc o me  ine q uality b y inve stig a ting  

its pre se nt time  in Ba nyuma s. It is impo rta nt to  kno w the  imp ac t o f lo c al de ve lo pme nt p ro c e ss 

o n inc o me  ine q uality. No t o nly the  imp a c ts o f lo c al de ve lo pme nt, b ut a lso  o the r fa c to rs 

de te rmining  the  tre nd o f inc o me  inq uality (i.e .fue l pric e  ra ise s, p ric e  and inc o me  adjustme nt 

p o lic ie s) g ive  impa c t o n p re se nt inc o me  ine q uality. No wa yda ys, the  lo c al de ve lo p me nt 

p o lic ie s and the  o the r fa c to rs a re  p re dic te d tha t the y g ive  impa c t o n the  raise  o f re c e nt 

inc o me  inq uality in Banyuma s.  

Ba se d o n Gini c o e ffic ie nt me a sure me nt me tho d, we  o b tain sta rtling  re sult. The  re sult 

p re se nte d in this pa p e r is b a se d o n a  sample  o f 180 ho use ho lds inc luding  urb an a re a , sub  

urb an are a  a nd rura l a re a . The  Gini c o e ffic ie nt re sult is 0,603. This re sult sho ws the  sha rp  raise  o f 

inc o me  ine q uality fro m p a st time  to  re c e nt in Banyuma s.  

The  imb alanc e  o f de ve lo pme nt b e twe e n mo de rn se c to rs (i.e  se rvic e s, c o ntruc tio n, 

fina nc e , trade  a nd ma nufa c ture ) and tra ditio nal se c to rs (i.e  a gric ulture  and info rmal se c to r) 

c a use s the  raise  o f inc o me  ine q uality. Ba se d o n this tre nd o f the  raise  o f inc o me  ine q ua lity, 

lo c al go ve rnme nt must pra c tic e  p ro  p o o r de ve lo pme nt p o lic ie s witho ut igno ring  sustainab le  

e c o no mic  g ro wth a nd e sp e c ia lly fo c using  o n a gric ulture , rura l e c o no my, info rmal se c to r, small 

a nd me dium industrie s.  



Ke ywo rds: inc o me  ine q uality, Gini c o e ffic ie nt, p ro -p o o r p o lic y, sustaina b le  g ro wth    

 

INTRODUCTION  

G e ne ra lly, the re  a re  two  pro b le ms fa c ing  b y d e ve lo p ing  c o untrie s inc lud ing  Indo ne sia  suc h a s 

a n ine q ua lity o f d istrib utio n inc o me  b e twe e n ric h a nd  po o r p e o p le , the  le ve l o f po ve rty o r the  

numb e r o f po pula tio n b e lo w in the  po ve rty line  (Ta mb una n, 2001).The  tric kle  do wn e ffe c ts is 

b e lie ve d  to  use  a s a  b a se  fo r so me  d e c isio n ma ke r in the  d e ve lo p me nt p ro c e ss. The re fo re , the  

stra te g ic  o f d e ve lo p me nt will b e  fo c us o n ho w to  re a c h a  hig h g ro wth o f e c o no mic  re la tive ly 

in the  sho rt time  p e rio d . To  a c hie ve  o f this go a l, b a se d  o n the  e xp e rie nc e  in the  pa st, the  

ne g a tive  c o nse q ue nc e s tha t ma y a p p e a r a s the  re sult o f this sho rt wa y is tha t the  c e ntra l o f 

na tio na l e c o no mic  d e ve lo p me nt is sta rte d  in the  p la c e  with the  a d e q ua te  infra struc ture  

re g io n pa rtic ula rly in Ja va  Isla nd . Be sid e  it, the  de ve lo p me nt will b e  fo c use d  o n the  se c to rs 

whic h p o te ntia lly ha ving  c a pa b ility to  p ro d uc e  a  high a d d e d  va lue  p a rtic ula rly in se rvic e  a nd  

ind ustry se c to rs. 

Sinc e  the  e c o no mic  c risis is ha pp e ne d  in Indo ne sia  in the  1997’ s, the  e c o no mic s o f Ka b up a te n 

Ba nyuma s ha d  b e e n g ro wing  fo r six ye a rs a go . Ho we ve r, the  le ve l o f g ro wth still no t ma ke s 

ha p py ye t sinc e  the  le ve l o f e c o no my in Kab upa te n Ba nyuma s is still lo we r tha n in Ce ntra l 

Ja va  a nd  na tio na l a s sho wn in Ta b le  1. The  de ve lo p me nt is still no t g iving  the  signific a nt 

c ha ng e  to  so lve  the  e c o no mic  re a l c o nditio n in so c ie ty. It ind ic a te s tha t the  re a l se c to r in 

Kab up a te n Ba nyuma s is still no t ma xima lly g ro wth ye t. The  le ve l o f e c o no mic  g ro wth is no t 

a b le  to  a b so rb  the  huma n so urc e  a d e q ua te ly re d uc ing  the  le ve l o f une mplo yme nt, p o ve rty 

a nd  re pa iring  the  ine q ua lity inc o me  d istrib utio n.  

The  re la tive ly lo we r e c o no mic  g ro wth in Kab up ate n Ba nyuma s b ring s it to  the  c ruc ia l thing . 

The  c o nse q ue nc e  o f the  lo w e c o no mic  g ro wth in Ba nyuma s is e ve n tho ugh the  e c o no my in 

Kab up a te n Ba nyuma s is g ro wth b ut the  inc o me  so c ie ty p e r c a pita  is still lo we r.  Mo re o ve r, 

the re  is a  te nd e nc y tha t the  g ro wth o f e c o no mic  is highe r tha n the  inc o me  p e r c a pita . It 

d e sc rib e s tha t the re  is a  fa st g ro wth o f po o r p e o ple  in Ka b upa te n Ba nyuma s. Me a nwhile , the  

e ffe c t o f the  pric e  a d justme nt suc h a s the  p ric e  o f o il (BBM) a nd  the  sa la ry o f c ivil se rva nts 

(PNS) e nc o ura g e d  the  infla tio n in the  so me  la st ye a rs tha t c e rta inly influe nc e d  to  the  le ve l o f 

p o ve rty a nd  inc o me  d istrib utio n in Kab upa te n Ba nyuma s. The  lo w o f e c o no mic  g ro wth a nd  

the  inc re a sing  o f po ve rty a re  the  pro b le m tha t c o rre la te d  e a c h o the r. 

 



 

 

 

 

 

Table 1: The comparison of Economic Growth Kabupaten Banyumas, Central Java Provision and Indonesia, 2002-2006 ( in 

percentage) 

Year Banyumas Central Java Indonesia 

2002 4,51 3,55 4,25 

2003 3,71 4,98 5,00 

2004 4,17 5,13 4,89 

2005 3,21 5,35 5,66 

2006 4,48 5,33 5,48 

Source: BPS Kabupaten Banyumas, BPS Central Java, and Central of BPS Jakarta 

The  le ve l o f e c o no mic  g ro wth in Ka b up a te n Ba nyuma s is suppo rte d  b y o the r d e ve lo p e d  

se c to r in re g io n. The  le ve l o f e c o no mic  g ro wth in Kab upa te n Ba nyuma s is re la te d  with the  

e ffo rt d e ve lo p me nt a nd  the  e c o no my struc ture  o f Ba nyuma s. It a c kno wle d g e d  tha t 

e c o no mic  se c to rs tha t ha ve  a  b ig  ro le  in Ba nyuma s e c o no mic  is still c o me  fro m fa rm, industry, 

se rvic e , a nd  tra d e  se c to rs fro m ye a r to  ye a r. Ho we ve r, the  industry a nd  fa rm se c to r te nd  to  

d e c re a se  fro m ye a r to  ye a r. This te nd e nc y will a ffe c t to  the  se rio us p ro b le m whic h is the  lo we r 

jo b  o p po rtunitie s a nd  o p e n une mplo yme nt.  

Jo b  o ppo rtunity in se c to r suc h a s b ig  industrie s, c o nstruc tio n, tra d e  a nd  fina nc e  is g iving  the  

high inc o me  a nd  a dd e d  va lue  b ut it p ro vid e d  mo re  in the  c ity ra the r tha n in the  villa g e  tha t 

d o mina te d  b y p rime r se c to r, so  tha t c re a te d  the  ine q ua lity o f inc o me  b e twe e n the  c ity a nd  

the  villa g e . 

The  e c o no mic  wo rk in Ka b up a te n Ba nyuma s is still re la tive ly lo we r in re g io na l a nd  na tio na l 

sc o p e  a nd  in fa c t, it c a nno t re duc e  ye t the  numb e r o f p o ve rty a nd  the  ine q ua lity o f inc o me  

a d e q ua te ly. The  ine q ua lity o f inc o me  a nd  po ve rty b e c o ming  a  hug e  pro b le m if c a nno t b e  

so lve d  we ll. Ma ny lite ra ture s sta te d  tha t the  d e c re a sing  o f susta ina b le  p o ve rty ne e d  the  high 



a nd  susta ina b le  e c o no mic . The  po o r so c ie ty g e t b e ne fit fro m the  g ro wth o f e c o no my 

b e c a use  with the  g ro wth o f e c o no my so  the re  is a n inc re a sing  o f ma rke t d e ma nd  to wa rd  

huma n so urc e  thro ugh po te ntia l se c to r (pa dat ka rya ) suc h a s fa rm, sma ll a nd  midd le  

ind ustrie s. Ta mb una n (2006) sho ws tha t the  high o f e c o no my g ro wth in the  1990’ s ha d  a  b ig  

ro le  re duc ing  p o ve rty in Indo ne sia , e ve n tho ugh it wa s no t the  o nly wa y to  d e c re a se  the  

p o ve rty. 

Ba se d  o n tha t fa c t, it is imp o rta nt to  e stima te  the  ine q ua lity o f d istrib utio n inc o me  b y using  the  

G ini c o e ffic ie nt to  fig ure  o ut a  tre nd  o f d istrib utio n inc o me  in Ba nyuma s. It is b e c o ming  

impo rta nt to  find  ho w fa r the  e ffe c t o f re g io na l d e ve lo p me nt po lic y tha t ha d  b e e n 

imple me nting  fo r ye a rs in Ba nyuma s, whe n the  inc re a sing  o f the  p ric e  o f o il (BBM) a nd  the  

sa la ry o f c ivil se rva nts (PNS) e nc o ura g e d  infla tio n still a ffe c ting  fo r po o r p e o p le . Furthe rmo re , 

ho w b ig  the  g ro wth o f e c o no my tha t limite d  in Ba nyuma s is a b le  to  re duc e  the  ine q ua lity o f 

d istrib utio n inc o me . This indic a to r a lso  use  a s a  b a se  fo r the  lo c a l g o ve rnme nt to  c o nsid e r the  

ine q ua lity o f d istrib utio n inc o me  suc h a s a  c o nsid e ra tio n in stra te g y e c o no my a nd  p rio ritize  the  

p o lic y tha t so lve s the  po ve rty a nd  ine q ua lity o f inc o me  in Ba nyuma s in the  future . 

THEORETICAL FRAMEWORK 

The  e c onomic  g rowth and Inc ome  distribution 

The  g ro wth ve rsus the  inc o me  d istrib utio n is the  p ro b le m tha t a ttra c ts the  a tte ntio n in the  

d e ve lo p ing  c o untrie s (Arsya d , 2004). Ma ny d e ve lo p ing  c o untrie s tha t ha ve  a  high e c o no mic  

g ro wth in the  1960 ha ve  sta rte d  to  re a lize  tha t a  hig h g ro wth o nly little  b it to  so lve  the  p o ve rty 

p ro b le ms. The  hig h le ve l o f e c o no mic  g ro wth b e c o ming  use le ss to  so lve  tho se  p ro b le ms sinc e  

the  hig h o f e c o no mic  g ro wth is fo llo we d  b y a  highe r le ve l o f une mplo yme nt a nd  unre a l 

une mp lo yme nt in the  villa g e  a nd  the  c ity. The re fo re , the  ine q ua lity b e twe e n the  ric h a nd  the  

p o o r is b e c o me  highe r. Eve ntua lly, the  hig h o f e c o no mic  g ro wth is fa ile d  to  e sc a p e  o r e ve n 

re duc e  the  a b so lute  p o ve rty wid e ly in the  d e ve lo p ing  c o untrie s.  

The  d a ta  in d e c a d e  1970’ s a nd  1980’ s re la te d  the  e c o no mic  g ro wth a nd  d istrib utio n inc o me  in 

ma ny d e ve lo p ing  c o untrie s p a rtic ula rly the  c o untry with the  hig h p ro c e ss o f d e ve lo p ing  

e c o no my suc h a s Indo ne sia  like ly sho ws tha t the re  is a  po sitive  c o rre la tio n b e twe e n the  

e c o no mic  g ro wth a nd  the  d isp a rity o f e c o no my (Ta mb una n, 2001). The  highe r g ro wth o f Gro ss 

Do me stic  Pro d uc t (G DP) o r the  hig he r o f inc o me  p e r c a p ita  ma ke s the  hig he r ga p  b e twe e n 

p o o r a nd  ric h p e o ple . Stud y o f Ahuja (2007) re la te d  the  So uthe a st c o untrie s sho wn tha t a fte r 

the  e c o no my wa s sta b le  during  1970’ s a nd  1980’ s whe n tho se  c o untrie s ha d  b e e n  ha d  

re la tive ly hig h a ve ra g e  o f e c o no mic  g ro wth (Asia n mira c le ), in the  b e g inning  o f 1990’ s, the  

ine q ua lity o f d istrib utio n inc o me  in tho se  c o untrie s sta rts to  wid e  a ga in.  



The  g ro wth o f na tio na l p ro duc t inc o me  (GNP) p e r c a p ita  is no t a uto ma tic a lly e nha nc ing  the  

le ve l o f so c ie ty live . Mo re o ve r, the  g ro wth o f G NP p e r c a p ita  in ma ny d e ve lo p ing  c o untrie s 

suc h a s Pa kista n, India , Ke nya , e tc  ha d  c re a te d  the  a b so lute  re duc tio n to wa rd  the  le ve l o f 

p o o r p e o p le  in villa g e s a nd  c itie s. Wha t it c a lle d  a s tric kle do wn e ffe c t fro m the  b e ne fit o f 

e c o no mic  g ro wth to wa rd  the  po o r p e o ple  is no t e xiste d .  

Ad e lma n a nd  Mo rris (1973) in Arsya d (2004) sta te d  the  e ig ht fa c to rs whic h c a using  the  

ine q ua lity o f d istrib utio n inc o me  in ma ny d e ve lo p ing  c o untrie s, a s fo llo ws: (a ) the  inc re a sing  o f 

high po pula tio n tha t c a use  the  d e c re a sing  o f inc o me  p e r c a pita ; (b ) a n infla tio n whe re a s 

the re  is a n inc re a se  in mo ne y inc o me  b ut no t fo llo we d  b y the  p ro duc tio n o f go o d s 

p ro po rtio na lly; (c )ine q ua lity o f d e ve lo p me nt b e twe e n re g io n (d ) ma ny inve stme nt thro ug h the  

c a pita l inte nsive  ma ke s the  p e rc e nta g e  o f a sse ts c a p ita l inc o me  is b ig g e r tha n the  

p e rc e nta g e  o f wo rk c a p ita l inc o me , the re fo re  the re  is a n inc re a sing  o f une mp lo yme nt (e ) the  

lo w o f so c ia l mo b ility (f) the  imple me nta tio n o f industria l impo rt sub stitutio n p o lic y tha t c a using  

the  inc re a sing  o f ind ustria l go o d  p ric e s to  pro te c t the  c a pita list p e o p le  (g )the  wo rst o f te rm o f 

tra d e  to wa rd  the  d e ve lo p ing  c o untrie s in the  tra de  with the  d e ve lo p e d  c o untrie s, a s the  re sult 

o f ine la stic ity the  d e ma nd  o f e xp o rt g o o d s fro m d e ve lo p e d  c o untrie s to wa rd  the  d e ve lo p ing  

c o untrie s ; a nd  (h) the  d e struc tio n o f sma ll industrie s suc h a s c a rp e ntry, ho use ho ld  ind ustrie s, 

e tc . 

The  te nd e nc y o f inc re a sing  the  ine q ua lity d istrib utio n inc o me  is suita b le  with the  e c o no mic  

g ro wth is no t o nly e xist in the  d e ve lo p ing  c o untrie s, b ut a lso  in the  industria l d e ve lo p e d  

c o untrie s. Studie s fro m Ja nti (1997) a nd  Mule  (1998) in Ta mb una n (2001) sho ws tha t the re  is a n 

inc re a sing  te nd e nc y in the  d e ve lo p me nt o f ine q ua lity d istrib utio n inc o me  b e twe e n po o r a nd  

ric h in Swe d ia , Eng la nd , a nd  Unite d  Sta te s a nd  o the r d e ve lo p e d  c o untrie s in we st Euro p e  

d uring  1970’ s a nd  1980’ s. fro m Ja nti stud ie s, it c a n b e  c o nc lud e  tha t the  b ig g e r o f ine q ua lity 

d istrib utio n inc o me  in tho se  c o untrie s is c a use d  b y the  shift o f d e mo gra p hy, the  c ha ng e  o f 

la b o r ma rke t a nd  the  c ha ng e  o f pub lic  p o lic ie s. In the  c ha ng e  o f la b o r ma rke t, the  b ig g e r o f 

ine q ua lity inc o me  fro m b re a d winne r a nd  the  b ig g e r ro le  o f inc o me  fro m the  wife  b e c o ming  

two  imp o rta nt fa c to rs in c a using  the  a mo unt o f fa mily inc o me . 

PREVIOUS STUDY 

So me  numb e r o f e mp iric a l studie s trie d  to  e xp la in the  fa c to rs c a using  the  ine q ua lity inc o me  

d istrib utio n fro m ma ny a sp e c ts. So me  stud ie s e xp la ining  so me  ma c ro e c o no mic  va ria b le  

influe nc e d  to wa rd  the  inc o me  d istrib utio n suc h a s infla tio n a nd  une mplo yme nt b a se d  o n 

studie d  fro m Mo c a n (1999) a nd  Ble je r a nd  G ue re rro  (1990). Me a nwhile  o the r stud ie s sho ws 

tha t the  e ffe c t o f fisc a l po lic y p a rtic ula rly the  le ve l o f ta x a lso  influe nc e  to wa rd  the  ine q ua lity 

inc o me  d istrib utio n b a se d  o n Aute n a nd  Ca rro ll (1999) a lso  Fe e nb e rg  a nd  Po e te rb a  (1993). 



So me  e mp iric a l stud ie s a re  fo c use d  o n the  hipo the sis o f U inve rte d  Kuzne ts suc h a s Mushinski 

(2001) a nd  Tho rnto n (2001) tha t e xa mine d  the  c o rre la tio n b e twe e n the  ine q ua lity inc o me  

d istrib utio n a nd  the  le ve l o f d e ve lo p me nt tha t supp o rte d  b y the  re sult o f studie s. 

So me  o the r e mpiric a l stud ie s sp e c ific a lly e xa mining  the  o the r fa c to r suc h a s e c o no my fa c to r 

a nd  institutio na l a ffe c ting  the  inc o me  d istrib utio n, fo r insta nc e  Li e t a l (2000) tha t te st the  e ffe c t 

o f c o rrup tio n to wa rd  the  inc o me  d istrib utio n, Ta nnine n(1999) te sting  the  e ffe c t o f go ve rnme nt 

sp e nding  to wa rd  the  inc o me  d istrib utio n a nd  Bo urg igno n a nd  Mo rriso n (1998) te sting  the  

d ua lism e ffe c t p a rtic ula rly the  c o rre la tio n b e twe e n fa rming  a nd  the  d istrib utio n o f  inc o me . 

So me  stud ie s mo re  te sting  the  c o mb ina tio n o f tho se  fa c to rs suc h a s go ve rnme nt sp e nding , the  

le ve l o f d e ve lo p me nt, e tc  is do ne  b y De ine ng e r a nd  sq uire  (1998), Va nho ud t (2000), a nd  Ba rro  

(2000). 

Me a nwhile , the  studie s re la te d  the  e stima tio n o f ine q ua lity  inc o me  d istrib utio n tha t ha pp e ne d  

in the  re g io n o f Ind o ne sia  suc h a s in Kuta i Ka rta ne g a ra  b y BPS (2005) tha t fo und  Gini 

c o e ffic ie nt a s 0,31. This Gini c o e ffic ie nt ind ic a te s the  lo w o f ine q ua lity inc o me  d istrib utio n. It is 

supp o rte d  b y the  suc c e e d e d  o f the  p o lic y to  re duc e  the  po ve rty in tha t Ka b upa te n. The  o the r 

study pa rtic ula rly in Ka b upa te n Ba nyuma s is do ne  b y Suro so  d kk (2005) tha t fo und  the  

ine q ua lity inc o me  d istrib utio n in Ba nyuma s in the  ye a r o f 2005 with the  Gini c o e ffic ie nt a s 0,432. 

This G ini c o e ffic ie nt ind ic a te s a  b ig  ine q ua lity inc o me  d istrib utio n. The  re sult a lso  sho ws a n 

inc re a sing  te nd e nc y c o mpa re  with the  pre vio us c o nd itio n. Co mp a ring  with Ka b up a te n Kuta i 

Ka rta ne ga ra , Kab upa te n  Ba nyuma s ha s the  lo we r o f e c o no mic  g ro wth a nd  inc o me  p e r 

c a pita  sho ws tha t the  ine q ua lity inc o me  d istrib utio n re la tive ly high. The  furthe r stud y tha t ha s 

b e e n d o ne  is a ime d to  find  the  c urre nt tre nd  re la te d  the  ine q ua lity inc o me  d istrib utio n in 

Ba nyuma s b y c o nne c te d  with the  c a usa l fa c to rs.  

THE RESEARCH METHOD AND ANALYSIS 

The  method of surve y 

This surve y ha d  d o ne  b e fo re  the  study sta rte d . The  ho use ho ld s in e a c h ke c ama tan o f 

Kab up a te n  Ba nyuma s is the  surve y o f p o pula tio n. The  ho use ho ld  sa mp le  is ta ke n in e a c h 

ke c ama tan b y d e c id e  first whic h o f ke c ama tan tha t c a n b e  re p re se nt the  po pula tio n o f 

Kab up a te n  Ba nyuma s. Tho se  ke c ama tan in Ka b upa te n  Ba nyuma s will b e  c ho se n b a se d  o n 

the  re g io n c ha ra c te ristic  a nd  the  c o nsid e ra tio n o f thre e  g ro up s the  re g io n ke c a ma tan suc h a s 

urb a n, sub urb a n a nd  rura l a re a .  Ea c h g ro up  in ke c a ma tan re g io n is ta ke n thre e  ke c ama tan 

with the  c rite ria  o f high, midd le  a nd  lo w inc o me  p e r c a pita . Afte r tha t, the  sa mp le  o f 

ho use ho ld s is id e ntifie d  b y the  g ro up  o f p ro fe ssio n o r the  kind  o f the  ho use ho ld  jo b s. The  



p urpo se  o f this id e ntific a tio n is to  g a in the  va ria tio n o f e a c h lo we r g ro up  tha n the  who le  

va ria tio n o f po pula tio n to  g e t the  highe r o f a c c ura te ly hypo the se s.  

The  sa mp le  tha t is ta ke n fro m e a c h g ro up  is e q uiva le nt o r p ro po rtio na l with the  me a sure me nt. 

The  da ta  c o lle c tio n is do ne  b y using  the  o p e n a nd c lo se  q ue stio nna ire , inviting  the  re spo nd e nt 

a t the ir ho use , o ffic e  o r o the r p la c e s.  

The  me asure me nt of Gini c oe ffic ie nt 

The  Gini c o e ffic ie nt is the  pa ra me te r tha t use d  to  me a sure  the  ine q ua lity inc o me  d istrib utio n. 

The  va lue  o f G ini c o e ffic ie nt is b e twe e n 0 a nd  1 whic h is a  ra tio  b e twe e n the  e xte nsive  a re a  

a nd  the  Lo re nz c urve  with the  p e rfe c t e q uity line  whic h the  e xte nsive  a re a  is und e r the  Lo re nz 

c urve  a s sho wn in Pic ture  1.  The re fo re , the  lo w o f Gini c o e ffic ie nt indic a te s tha t a  highe r 

ine q ua lity inc o me  d istrib utio n b e twe e n the  g ro up  who  re c e ive d  the  inc o me . Extre me ly 

e xp la ine d  tha t the  va lue  o f 0 o f Gini c o e ffic ie nt me a ns tha t the re  is a  p e rfe c t e q ua lity 

(e ve ryo ne  ha s the  sa me  inc o me ) a nd  the  va lue  o f 1 in G ini c o e ffic ie nt sho ws imp e rfe c t 

e q ua lity (whe re a s o ne  p e o ple  ha s the ir o wne d  to ta l inc o me  a nd  o the rs ha s no  inc o me  a t a ll).  

 

 % dari pendapatan 

Kurva Lorenz 

Area A 

Area B 

% dari jumlah rumahtangga 
 

The  Lo re nz c urve  is the  c urve  tha t d e sc rib e s the  func tio n o f c umula tive  inc o me  d istrib utio n. If 

the  Lo re nz c urve  is no t a c kno wle d g e , the  me a sure me nt o f ine q ua lity inc o me  d istrib utio n c a n 



use  the  G ini c o e ffic ie nt fo rmula  tha t d e ve lo p e d  b y Gini (1912). The  Lo re nz c urve  is p ro xy fo r 

e a c h o f inte rva l c la ss o f inc o me , so  the  B e xte nsive  a re a  in Lo re nz c urve  c a n b e  pro xy with the  

G ini c o e ffic ie nt: 

  


 
n

1k
1kk1kk YYXX1G  

Xk is the  c umula tive  p ro po rtio n o f the  numb e r ho use ho ld s, fo r k = 0,...,n, with X0 = 0, Xn = 1. Yk is 

the  c umula tive  pro po rtio n o f the  a mo unt o f ho use ho ld s inc o me  until c la ss to  -k, fo r k = 0,...,n, 

with Y0 = 0, Yn = 1.  

The  Lo re nz c urve  a b o ve  c a n b e  a ppro a c h b y g e tting  the  no n line a r func tio n a nd  sc a tte r the  

do ub le  p lo t o r the  inte rva l c o o rd ina te  o f inc o me  a nd  the  c umula tive  numb e r o f ho use ho ld s with 

the  c e rta in numb e r o f c la ss. The  mo re  c la ss tha t use d , the re fo re  the  so fte r o f its Lo re nz c urve . In 

the  Lo re nz c urve , the  Gini c o e ffic ie nt a s A e xte nsive  a re a  d ivid e d  b y the  e xte nsive  a re a  (A+B).  

Be c a use  (A+B) =0, 5, the re fo re : 

G  = A/ 0,5 = 2A = 1 – 2B n 

If the  Lo re nz c urve  is sta te d  with the  func tio n o f Y = L(X), so  the  va lue  o f B c a n g e t b y find  o ut 

the  inte g ra l va lue  fro m tha t func tio n whic h is 
1
0

dX)X(L  so  the  Gini c o e ffic ie nt b e c o me : 

 1
0

dX)X(L21G  

 

THE RESULT OF STUDY AND ANALYSIS 

 

The  Gini c o e ffic ie nt in Ka b up a te n  Ba nyuma s 

 

By the  c o nsid e ra tio n o f ke c ama tan inc o me  pe r c a pita  d a ta  in Kab upa te n  Ba nyuma s in the  

ye a r 2006 tha t lo c a te d  in the  thre e  c a te go ry a re a  ha s c ho se n a nd  suita b le  with the  

me tho d o lo g y o f stud y, the re fo re  (1) Ea st Purwo ke rto , We st Purwo ke rto , a nd  No rth Purwo ke rto  

re p re se nt the  urb a n a re a ; (2) So ka ra ja , Ke mb a ra n a nd  Sumb a ng  re p re se nt the  sub urb a n a re a ; 

a nd  (3) Ajib a ra ng , C ilo ngo k a nd  Pe kunc e n re p re se nt the  rura l a re a  tha t e a c h o f the se  g ro up s 

b e c o me  a s ke c ama tan with the  highe st a nd  the  lo we st o f inc o me  p e r c a p ita . Furthe rmo re , 

the re  a re  20 ho use ho ld s sa mple  tha t spre a d  p ro po rtio na lly in ma ny p ro fe ssio ns a nd  the  kind  o f 

jo b s with the  struc ture  o f jo b s is ta ke n fo r e a c h ke c a ma ta n, the n the  to ta l sa mple  tha t ta ke n is 

180 ho use ho ld s. 



By c o nsid e ring  the  d e ve lo p me nt in five  ye a rs a go  a nd  ma ny suppo rting  fa c to rs, the  ine q ua lity 

inc o me  d istrib utio n ha d  b e e n p ro je c te d  inc re a se  o r hig he r tha n the  pre vio us ye a rs. Fro m the  

me a sure me nt re sult to wa rd  tho se  ho use ho ld s sa mple  c a n b e  c o nc lud e d  tha t the  Gini 

c o e ffic ie nt in Kab upa te n  Ba nyuma s in the  ye a r 2008 is 0,63 a s sho ws in Ta b le  2. 

 

 

 

 

 

 

 

 

 

 

 

Table 2: The measurement of Gini coefficient Kabupaten Banyumas in the year 2008 

Gini Coefficient  Kabupaten Banyumas 2008      

A B C D E F G H I 

0.1        55,380,000  0.1        55,380,000  0.1 0.010 0.1 0.010 0.001026776 

0.1        75,000,000  0.2      130,380,000  0.2 0.024 0.1 0.034 0.003444095 

0.1      105,000,000  0.3      235,380,000  0.3 0.044 0.1 0.068 0.006781396 

0.1      129,600,000  0.4      364,980,000  0.4 0.068 0.1 0.111 0.011131011 

0.1      168,600,000  0.5      533,580,000  0.5 0.099 0.1 0.167 0.016659807 

0.1      258,000,000  0.6      791,580,000  0.6 0.147 0.1 0.246 0.02456921 



0.1      361,200,000  0.7   1,152,780,000  0.7 0.214 0.1 0.360 0.036049526 

0.1      476,400,000  0.8   1,629,180,000  0.8 0.302 0.1 0.516 0.0515791 

0.1      744,000,000  0.9   2,373,180,000  0.9 0.440 0.1 0.742 0.074206 

0.1   3,020,400,000  1   5,393,580,000  1 1.000 0.1 1.440 0.144000089 

1   5,393,580,000          1 3.694 0.369447009 

G = 1 - 0.369447009 

Gini Coefficient 0.630552991 

Column A : Households class 

Column B : Income class 

 Column C : Households cummulative 

Column D : Income cummulative 

Column E : Proportion of Households cummulative (X) 

Column F : Proportion of  Income cummulative (Y) 

Column G : Xk - Xk-1 

Column H : Yk + Yk-1 

Column I : (Xk - Xk-1)(Yk + Yk-1), k : class to-k  

 



The re fo re , if the  Lo re nz c urve  is sta te d  b y the  func tio n Y = L(X), the  e stima tio n o f the  e q ua tio n 

c a n g e t the  func tio n Y = 0,867X3,69  a nd  the  inte g ra l: 

 

184861407,0X184861407,0dx)x(L 69,4
1

0

 a nd  G ini c o e ffic ie nt a s : 

6303,03697,01dx)x(L21G
1

0

   

If the  d istrib utio n func tio n is visua lize d  b y using  Lo re nz c urve  so  the  ho use ho ld s inc o me  

d istrib utio n in Bna yuma s in the  ye a r o f 2008 in this studie s is sho wn b y this p ic ture . 
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Sumber: Data primer diolah 
 

Pic ture  2:  The  Lo re nz c urve  o f Inc o me  Distrib utio n in Ka b upa te n Ba nyuma s in the  ye a r o f 2008. 

In the  p ic ture  2 sho ws tha t the  Lo re nz c urve  d e sc rib ing  the  Inc o me  d istrib utio n in Ka b upa te n 

Ba nyuma s is lo c a te d  fa r a wa y fro m e q uity line  o r d ia go na l line . Te  lo c a tio n o f this c urve  indic a te s 

tha t the re  is a  high ine q ua lity Inc o me  d istrib utio n. It is suita b le  with the  high numb e r e no ugh o f Gini 

c o e ffic ie nt is 0, 63.  
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So urc e : p rime r da ta  c a lc ula tio n 

  Pic ture  3: The  g ro wth o f Gini c o e ffic ie nt in Ka b up a te n Ba nyuma s 1994-2008. 

In the  p ic ture  3 a b o ve , the re  is a  ra ising  te nd e nc y e no ugh if the  Gini c o e ffic ie nt in the  ye a r o f 2008 

is c o mpa re d  with Gini in the  pre vio us ye a rs. It ind ic a te s tha t the re  is a n inc re a sing  o f inc o me  

d istrib utio n b e twe e n the  ho use ho lds in Ka b upa te n Ba nyuma s. 

The g ain of Inc ome Distribution betwee n the  Households Groups 

Fro m the  re sult o f studie s to wa rd  the  ho use ho lds sa mple  sho ws tha t the  g ro up  o f 40% the  po o r 

p e o ple  o r the  lo we st inc o me  g e ts 6, 8% fro m the  to ta l inc o me . Me a nwhile , the  g ro up  o f 40% the  

middle  so c ie ty o f inc o me  g e ts 23,4% fro m the  to ta l inc o me . The  g ro up  o f 20% the  ric h p e o ple  o r 

the  highe st inc o me  ge ts 69,8% fro m the  to ta l inc o me . 

Table  3: The  Numb e rs o f Inc o me  Distrib utio n b e twe e n the  ho use ho ld s in Ka b upa te n Ba nyuma s in 

the  ye a r o f 2008 

No Group of Society 
The gain of 

percentage (%) 

1. 

 

2. 

 

3. 

40%  the lowest 

income 

40% the middle 

income 

 

20% the highest 

income 

6,8 

 

23,4 

 

69,8 

So urc e  : o wn c a lc ula tio n 

 



An ine q ua lity tha t me a sure d  b y Gini c o e ffic ie nt is high if the  ra nge  is a ro und  0, 5-0, 7; 0,36-0,49 fo r 

the  middle  a nd  0,2-0,35 fo r lo w. Ba se d  o n Gini c o e ffic ie nt a s 0,630, the re fo re  the  ine q ua lity inc o me  

d istrib utio n b e twe e n ho use ho ld s in Ba nyuma s is a lre a dy b e c o ming  a  ve ry se rio us pro b le m. 

Ba se d  o n The  Wo rld  Ba nk c rite ria , the  le ve l o f ine q ua lity inc o me  d istrib utio n is id e ntifie d  to  high if 

40% o f the  lo we st inc o me  gro up  po pula tio n re c e iving  no t mo re  tha n 12% o f the  to ta l inc o me , the  

le ve l o f ine q ua lity is in the  mid dle  if tho se  g ro ups re c e iving  no t mo re  tha n 17% o f the  to ta l inc o me , 

a nd  the  le ve l o f ine q ua lity is lo w if the  g ro up s re c e iving  mo re  tha n 17% o f the  to ta l inc o me . 

Ana lyzing  the  ga in o f inc o me  d istrib utio n b e twe e n the  ho use ho lds a s sho wn in Ta b le  3, the re fo re  

the  ine q ua lity inc o me  d istrib utio n in Ba nyuma s in the  ye a r o f 2008 b a se d  o n The  wo rld  Ba nk c rite ria  

is id e ntifie d  a s a  high ine q ua lity o r the  wo rst ine q ua lity sinc e  the  40% o f the  lo w inc o me  so c ie ty o nly 

g e ts 6,8% o f the  to ta l inc o me . 

The  fac tors that c ausing  an inc re asing  of ine quality inc ome  distribution in Kabupate n Banyumas 

The  inc re a sing  o f the  p o ve rty numb e rs is c a use d  b y the  lo we r o f e c o no mic  g ro wth a nd the  

inc o me  p e r c a pita . The  re duc tio n o f fa rming  c o ntrib utio n se c to r a nd  po te ntia l se c to r (p ada t 

ka rya ) ind ic a te d  b y the  lo w o f fa rme r inc o me s, sma ll e nte rprise s a nd  ho use ho ld s industrie s. An 

ina d e q ua te  info rma l se c to r g iving  the  re sult a nd  inc o me  to wa rd  the  e c o no my so c ie ty in 

info rma l se c to r b e c a use  o f p ro d uc tio n a nd  c a p ita l c o st a nd  the  lo w d e ma nd c a use d  b y 

d e c re a sing  re a l so c ie ty o f inc o me  thro ugh the  infla tio n. The  po la riza tio n o f the  inc o me  tha t g a in  

b e twe e n the  lo w inc o me  gro up suc h a s fa rme r, te a c he r, sma ll wo rke r a nd  info rma l se c to r 

p e o p le  a nd  the  hig h inc o me  g ro up  suc h a s b usine ssma n, e ntre pre ne ur a nd  p ro fe ssio na l, ma ke s 

this c o nditio n ra ising  the  ine q ua lity inc o me  d istrib utio n. 

The  inc re a sing  o f p ro duc tio n c o st c a use d  b y ro se  o f o il p ric e  (BBM) sinc e  in the  ye a r 2005 a nd 

infla tio n ha d  imp a c t to wa rd  the  d e c re a sing  o f p urc ha sing  po we r in so c ie ty a nd  inve stme nt 

sp e nding  tha t ma ke s the  unb e ne fic ia l c lima te  c o nditio n e sp e c ia lly fo r the  fa rme r a nd  info rma l 

se c to rs. The  re duc tio n o f re la tive  inc o me  to wa rd  the  lo we st inc o me  so c ie ty (40% the  lo we st) a nd  

the  re la tive ly hig h inc o me  so c ie ty fo r the  hig he st inc o me  so c ie ty (20% the  highe st) ma ke s the  

ine q ua lity inc o me  d istrib utio n is ra ising  ind ic a te s b y the  Gini c o e ffic ie nt. Ba se d  o n the  so c ie ty 

inc o me  d istrib utio n in Ka b upa te n Ba nyuma s, it is c le a rly tha t 20% the  hig he st inc o me  so c ie ty 

ve ry ra ise d  (g e tting  69,8% inc o me ), me a nwhile  40% the  lo we st so c ie ty inc o me  is in ve ry sma ll 

numb e rs (o nly g e t 6,8% inc o me ).  

The  ine quality inc ome  distribution in e ac h Ke c amatan 

Ke c a ma ta n in the  c ity a re a  p a rtic ula rly in We st a nd  e a st Purwo ke rto  ha s b e e n c o ntrib uting  

to wa rd  the  a ve ra g e  G RDP o f Ba nyuma s p e r ye a r 2002-2006 a s 13,034 a nd  6,096 p e rc e nt fo r 

e a c h tha t the  te nd e nc y is c le a rly do mina te d  a nd  rise  fro m ye a r to  ye a r. O the rwise , the  o the r 

ke c ama tan suc h a s Pe kunc e n with the  a ve ra g e  G DRP c o ntrib utio n a s 2,538 p e rc e nt te nd  to  

d e c re a se  the  c o ntrib utio n fro m ye a r to  ye a r. The  to ta l o f G RDP Ke c ama tan Ea st Purwo ke rto  ha d  

b e e n do mina te  c o ntrib ute d  fro m se rvic e s se c to r (28, 57%), tra nspo rta tio n a nd  c o mmunic a tio n 

(23,43%), Ma nufa c ture  (15,94%) me a nwhile  the  fa rming  se c to r o nly (2,14%) in the  ye a r o f 2006. 

The  to ta l o f G RDP We st Purwo ke rto  ha d  b e e n do mina te  c o ntrib ute d  fro m ma nufa c ture  se c to r 

(22, 42%), tra nspo rta tio n a nd  c o mmunic a tio n (18, 34%), se rvic e s (14,75%) a nd  fa rming  se c to r 

o nly c o ntrib ute d  4,02% in the  ye a r o f 2006. O n the  o the r ha nd , G DRP Ke c ama tan Pe kunc e n is 



still do mina te d  b y fa rming  se c to r a s g iving  the  b igg e st c o ntrib utio n to wa rd  the ir p la c e  a s 41,41% 

in the  ye a r o f 2006.  

 

 

Table 4:  Income Distribution between the Households and Gini coefficient for each  

      Sample Kecamatan in Kabupaten Banyumas in the year 2008. 

No Kecamatan 

The percentage of 

income 40%   

Lowest 

The percentage of 

income 40%   

Middle  

The percentage of 

income 40%   

Highest 

Gini Coefficient 

1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 

Purwokerto Utara 

Purwokerto Barat 

Purwokerto Timur 

Kembaran 

Sokaraja 

Sumbang 

Cilongok 

Ajibarang 

Pekuncen 

12,2% 

3,1% 

2,6% 

15,8% 

10,2% 

9,6% 

12,8% 

7,3% 

12,3% 

36,8% 

14,5% 

9,2% 

41,9% 

40,2% 

28,5% 

41,5% 

27,7% 

40,8% 

51% 

82,4% 

88,2% 

42,3% 

49,6% 

61,9% 

45,7% 

65% 

46,9% 

0,442 

0,751 

0,795 

0,366 

0,482 

0,552 

0,423 

0,596 

0,426 

 Total  6,8% 23,4% 69,8% 0,630 

Source: own calculation 

Fro m the  ta b le  4, it c a n b e  c o nc lud e d  tha t the  ine q ua lity inc o me  d istrib utio n tha t muc h highe r 

in Ba nyuma s wa s ha p p e ne d  in the  no n fa rming  se c to r a re a s o r in the  mo d e rn se c to rs suc h a s 

se rvic e s, ma nufa c ture , tra nspo rta tio n a nd  c o mmunic a tio n, fina nc e  a nd  tra d e  ga ve  the  hig he r 

c o ntrib utio n ra the r tha n fa rming  se c to r. O the rwise , the  re g io n who  still ha ve  the  fa rming  se c to r 

a s the  ma in se c to r a nd  g ive  the  b ig  c o ntrib utio n ha ving  the  re la tive ly lo w ine q ua lity inc o me  

d istrib utio n. It is suita b le  with the  the o ry o f Le wis g ro wth mo d e l whic h sta te d  tha t the  ine q ua lity in 

mo d e rn se c to r ha d  b e e n a  fa st g ro wing  is mo re  b ig g e r tha n in tra ditio na l se c to r whic h re la tive ly 

c o nsta nt a nd  sta g na nt. 

If the  Gini c o e ffic ie nt is c o mpa re d  b e twe e n the  c ity a nd  villa g e  a s sho wn in Ta b le  5, it sho ws tha t 

the  ine q ua lity inc o me  d istrib utio n in the  villa g e  a re a  is re la tive ly lo we r 0,503 c o mp a re d  with the  

c ity a re a  tha t ha s G ini c o e ffic ie nt a s 0,720. This te nd e nc y is c o nc lud ing  tha t the  d iffe re nc e s the  

ine q ua lity inc o me  d istrib utio n fo r e a c h ke c a ma ta n.  The  villa g e  a re a  tha t g e ne ra lly is still 

d o mina te d  b y fa rming  se c to r a s the  G RDP c o ntrib uto r ha s a  re la tive ly lo we r the  ine q ua lity 

inc o me  d istrib utio n tha n in the  c ity a re a  tha t d o mina te d  b y no n fa rming  se c to rs suc h a s se rvic e , 

tra nspo rta tio n, ma nufa c ture  a nd  fina nc e .  



Ta b le  5 a lso  sho ws the  highe r ine q ua lity inc o me  d istrib utio n in the  c ity a re a  ra the r tha n in the  

villa g e  a re a . The  p e rc e nta g e  o f the  inc o me  is g e tting  highe r b y the  20% g ro up o f hig h inc o me  

so c ie ty lo c a te d  in the  c ity a re a  ra the r tha n in the  villa g e  a re a . The  high o f ine q ua lity inc o me  

d istrib utio n is a s the  impa c t o f po la riza tio n the  inc o me  p e rc e nta g e  b e twe e n 40% the  lo we st 

g ro up  o f inc o me  so c ie ty suc h a s info rma l se c to r so c ie ty, la b o r a nd  sma ll wo rke r with the  20% the  

highe st g ro up  o f inc o me  so c ie ty suc h a s b usine ssma n, e ntre pre ne ur a nd  pro fe ssio na l who  a re  

a b le  to  g e t the  high inc o me  in the  c itie s a nd  the  se c to r tha t c a n g ive  a  hig h o utput o r a d d e d  

va lue . 

The  live liho o d  o f so c ie ty in the  villa g e  mo stly is do mina te d  b y the  fa rme r, industry la b o r, o the r 

la b o re r a nd  tra d e r tha t ha ving  re la tive ly lo w va ria tio n inc o me  tha n in the  c ity. O the rwise , the  

inc o me  va ria tio n in the  live liho o d  o f so c ie ty in the  c itie s pa rtic ula rly b e twe e n fa rme r, industry 

la b o r, o the r la b o rs a nd  info rma l se c to r so c ie tie s with b usine ssma n, e ntre p re ne ur a nd  pro fe ssio na l 

is ve ry hig h so  tha t c re a ting  a  re la tive ly hig h ine q ua lity inc o me  d istrib utio n in the  c itie s 

p a rtic ula rly in We st a nd  Ea st Purwo ke rto . 

Table 5: Income Distribution between the Households and the Gini Coefficient in the village, City, Village + City in Kabupaten Banyumas in the 

year 2008 

No Area  

The percentage of 

income 40%   

   Lowest 

The percentage 

of income 40%  

Middle 

The percentage 

of income 20%  

 Highest 

 

 

Gini  

Coefficient 

 

1. 

2. 

Village 

City 

10,5% 

4,0% 

33,5% 

16,6% 

56% 

79,4% 

0,503 

0,720 

 Village + City 6,8% 23,4% 69,8% 0,630 

Source: own calculation 

 

CONCLUSION 

The  re sult o f study c o nc lud e s tha t the re  is a n inc re a sing  te nd e nc y o f inc o me  d istrib utio n 

b e twe e n the  ho use ho ld s in Kab upa te n Ba nyuma s until no w. The  inc re a sing  o f ine q ua lity inc o me  

d istrib utio n b e twe e n the  ho use ho ld s is ha pp e ne d  b e c a use  the  d e c re a sing  o f the  re la tive  

inc o me  a nd  re a l inc o me  b y the  40% so c ie ty g ro up  whic h ha s the  lo w inc o me , c a use d  b y ;( 1) 

fro m the  sup ply sid e  suc h a s the  limite d  o f o wne rship  a nd  the  c a p ita l o p po rtunitie s, the  limite d  o f 

jo b  o p po rtunitie s, the  lo w b a rg a ining  p o sitio n; (2) fro m the  d e ma nd  sid e  suc h a s the  

unb e ne fic ia l o f c o nditio n in Ind o ne sia  a nd  the  lo we r inc o me  c a use d  b y the  infla tio n a nd  the  

p ric e  o f o il (BBM) sinc e  2005, the re fo re  the re  is de c re a sing  o f purc ha sing  p o we r o f c o nsume rs 

tha t c a nno t b e  e nha nc ing  the  re la tive  inc o me  fo r sma ll a nd  ho use ho ld  industrie s, info rma l 

se c to r, fa rme r, la b o r a nd  the  lo w wo rke r.  



In o the r sid e , the  so c ie ty g ro up s o f 20% whic h ha ve  the  hig h inc o me  g e ne ra lly a n e ntre pre ne ur, 

p ro fe ssio na ls, a nd  b usine ssma n a re  c a p a b le  to  g e t a  hig h inc o me . A b usine ssma n ha s the  

o ppo rtunitie s ga ining  the  high inc o me  with the  lo we r o f la b o r wa g e s. Be sid e  it, the  g ro up  o f 

so c ie ty who  ha s the  high inc o me  inc lud ing  a  b usine ssma n, e ntre pre ne ur, p ro fe ssio na l a nd  the  

o the r pro fe ssio n c a n ta ke  b e ne fit fro m the  e xiste nc e  o f inc re a sing  the  mo d e rn se c to r suc h a s 

se rvic e , fina nc e , b uild ing , tra nspo rta tio n, c o mmunic a tio n pa rtic ula rly in the  c e ntra l o f e c o no my 

a c tivity. The  high inc o me  so c ie ty re la tive  no t e ffe c te d  with the  inc re a sing  o f the  infla tio n a nd  the  

p ric e  o f o il (BBM) a nd  the  unb e ne fic ia l c o nditio n c o mpa re d  with the  lo w inc o me  so c ie ty.  

The  jo b  o pp o rtunitie s in the  se c to r suc h a s b ig  industrie s, c o nstruc tio n, tra d e  a nd  fina nc e  ye t 

g ive  the  high inc o me  a nd  va lue  a dd e d  b ut the  supp ly is limite d  a nd  mo re  p ro vid e d  in the  c ity 

ra the r tha n in the  villa g e  tha t do mina te d  b y p rima ry se c to r, the re fo re  it is c re a te d  the  ine q ua lity 

o f inc o me  pa rtic ula rly b e twe e n the  c itie s a nd  the  villa g e s.  

The  re sult o f study is suita b le  with the  the o ry o f Le wis g ro wth mo d e l. The  the o ry sta te d  tha t the  

ine q ua lity inc o me  d istrib utio n in mo d e rn se c to r (in the  c itie s) suc h a s ke c ama ta n We st a nd  No rth 

Purwo ke rto  a s the  c e ntra l o f e c o no mic  a c tivity ha s b e e n g ro wing  fa ste r tha n tra ditio na l se c to r 

whic h re la tive ly sta g na nt a nd  c o nsta nt. 

Re c omme ndation of Polic y 

So me  p o lic ie s tha t c a n b e  re c o mme nd e d  to wa rd  lo c a l g o ve rnme nt imp le me nting  the  

d e ve lo p me nt o f e c o no my a re  tha t the y sho uld  b e  mo re  c o nc e rn with the  e q ua lity inc o me  

d istrib utio n a sp e c ts. The  inc re a sing  te nd e nc y o f ine q ua lity inc o me  d istrib utio n in ho use ho ld s 

sho uld  ma ke  the  lo c a l g o ve rnme nt mo re  se rio usly to  so lve  the  pro b le m o f ine q ua lity inc o me  

d istrib utio n a nd  p o ve rty tha t the  po lic ie s sho uld  mo re  ha ve  visio n to : (1) the  d e ve lo p me nt 

p o lic ie s whic h pro  po o r witho ut ne g le c te d  the  susta ina b le  e c o no my gro wth tha t c o nc e ntra te  

with the  d e ve lo p me nt in fa rming  se c to r a nd  e c o no mic  o f so c ie ty;(2) the  p ro mo tio n a nd  

d e ve lo p me nt o f info rma l se c to rs; (3) the  d e ve lo pme nt o f sma ll a nd  me d ium e nte rp rise s (UKM) 

thro ugh the  lo c a l c o mmo ditie s o f c e ntra l ind ustrie s;(4) the  a g rib usine ss a nd  a gro  industry 

d e ve lo p me nt to  c re a te  the  se c to re d  c o rre la tio n inc re a sing  fa rming  se c to r. The  fa rming  

d e ve lo p me nt a nd  e c o no mic  o f so c ie ty is a ime d to  e nha nc e  the  c a pa c ity a nd  the  c o mp e te  

p o we r o f fa rm so c ie ty pa rtic ula rly fa rme r who  c a nno t re a c h the  a c c e ss to wa rd  the  fa rming  

so urc e s thro ugh the  a dviso ry re vita liza tio n a nd  fa rme r c o nso rting , the  g ro wth a nd  inte nsific a tio n 

o f fa rm institutio n a nd  the  villa g e s e nha nc ing  the  fa rme r b a rga ining  po sitio n. 

Re me mb e ring  ho w re la tive ly d iffic ult to  re a c h the  high o f e c o no mic  g ro wth tha t e xp e c te d  fro m 

the  b ig  inve stme nts so  tha t the  lo c a l g o ve rnme nt is sug g e ste d  to  e nc o ura g ing  mo re  the  

e c o no mic s o f so c ie ty tha t b e c o ming  a  hidd e n po te ntia l suc h a s sma ll me dium e nte rp rise s (UKM) 

a nd  info rma l se c to r to  so lve  the  po ve rty a nd  une mp lo yme nt p ro b le ms.  

The  e nc o ura g e me nt o f so c ie ty e c o no mic s is a lre a d y pro ve n a nd  ha s b e e n do ne  in Ba ng la d e sh 

tha t Dr.M. Yunus a s the  fo und e r. He  c o uld  so lve  the  p o ve rty pro b le ms in his c o untry b y fo unding  

G ra me e n Ba nk. It wa s sa me  with De  So to  ha s b e e n do ne  in his c o untry in Pe ru tha t c a n b e  

so lving  the  po ve rty p ro b le ms b y e nc o ura g ing  the  info rma l se c to rs.  

The  lo c a l g o ve rnme nt sho uld  a lso  do ing  so me  the  p o lic y o f inc re a sing  la b o r a nd  wo rke r wa g e s 

tha t a d juste d  a ga in with the  minimum sta nd a rd  o f living  c a use d  b y infla tio n thro ug h the  po lic y 



o f inc re a sing  the  sta nd a rd  o f Kab upa te n minimum wa g e  (UMK) to  re duc e  the  b ig  ine q ua lity 

inc o me  b e twe e n the  la b o r a nd  b usine ssma n tha t ha pp e ne d  pa rtic ula rly in mo d e rn se c to rs a nd  

the  c itie s. 
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