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ABSTRACT

This studyaism to analyze the effect of economic growth, unemployment,
education, health, and social insurance on poverty level in 10 provinces on Sumatera
during the period 2011-2024. The dataused in this study are secondary data obtained
from the Central Statistics Agency (BPS). The analytical method used is panel data
regression with the Random Effect Model (REM) selected as the best model based
on model selection tests. The result show that partially economic growth has a
negative and significant effect on poverty levels, indicating that an increase in
economic growth is able to reduce poverty. Meanwhile, unemployment, education,
and health variables do not have a significant effect on poverty levels. On the other
hand, social insurance has a positive and significant effect on poverty, indicating
that social insurance has not been fully effective in reducing poverty sustainability.

Keyword: Poverty, Economic Growth, Unemployment, Education, Health,
Social Insurance
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CHAPTER 1

INTRODUCTION

A. Background
Social and economic issues are an integral part of people’s lives, one of
which is poverty. Poverty is a condition in which a person lacks sufficient income
to meet their basic daily needs, including clothing, food, and shelter. In a broader
definition, poverty can be interpreted as a person's inability to meet their needs.
Humans are diverse, which can be seen from various aspects such as clothing needs,

food needs, housing needs, education needs, and others (Giovanni, 2013).

Poverty includes the unfulfillment of basic needs, which cover primary and
secondary aspects. Primary aspects include a lack of knowledge and skills, while
secondary aspects include a lack of social networks, financial resources, and
informal resources, such as malnutrition, water, housing, poor health care, and

relatively low education (Ajeng Windi Astuti et al., 2024).

Islam views poverty as a dangerous problem, as it can bring a person closer
to disbelief. A person living in poverty is oftenunable to fulfill their obligations to
the fullest extent, whether in terms of worship, education, health, or a decent life.
This has been explained by Allah SWT in Surah An-Nisa verse 9, which prohibits
Muslims from leaving their descendants in a state of weakness, whether physically

or mentally (Yanti et al., 2024).

The phenomenon of poverty is not only a national issue, but also a serious

challenge for developing countries, including Indonesia, which continues to strive



to reduce poverty through various national policies and programs. One of the efforts

to achieve social welfare is through poverty alleviation.

One important factor thatis directly related to improving the quality of life
is education. The higher the level of education in a community, the greater their
chances of finding suitable employment and earning an adequate income. People
with a good level of education will be rich in basic knowledge and skills, giving
them the option to find work that is relevant to their skills, from increasing
productivity to increasing income. Thus, education can break this vicious cycle

(Arsani et al., 2020).

In addition to education, health also contributes to reducing poverty levels.
One of the factors that determines a person's standard of living is their health.
Healthy people will be able to carry out all their daily activities, from doing their
jobs to performing everyday tasks. Therefore, everyone will strive to achieve this
state of health by investing in or consuming health goods and services (Aliyah &

Yusuf Bahtiar, 2025).

Although improvements in education and health can strengthen human
capital, these benefits will not be optimal if they are not balanced with adequate
employment opportunities. Unemployment is a factor that can worsen poverty.
High unemployment and a lack of available jobs lead to low incomes and increased

poverty (Faturohim et al., 2023).

In addition to employment factors, regional macroeconomic conditions

also play an important role in influencing poverty levels, one of which is economic



growth. According to research conducted by (Sukawati et al., 2021) economic
growth is one of the dominant factors in reducing poverty levels in this country.
This study states that the decline in economic growth and increase in unemployment
are multi-complex problems. The higher a country's economic growthrate, themore

prosperous the country will be.

The poverty that still exists today shows that some people still need direct
support from the government to meet their basic needs. Social assistance is a tool
that's directly aimed at helping poor people. Social assistance programs around the
world are designed to tackle poverty, improve social welfare, and encourage
inclusive development. These programs are implemented by governments,
international organizations, and non-governmental organizations with the aim of
providing support to vulnerable populations. According to research conducted by
(Frisnoiry et al., 2024) in Karo, North Sumatra, significant success was found, with
social assistance programs contributing significantly to improving socio-economic
indicators among beneficiaries. There has been a noticeable increase in household
income, especially among program participants who have benefited from the
intervention of these social assistance programs. In addition, the availability of
health and education services has also shown an increase, highlighting the activities

of these social assistance programs.

Various efforts made by the government will not be successful if they are
not supported by other development components, both from the private sector and
the community, especially from the individuals themselves. To break free from the

cycle of poverty, strong determination and willpower are required from the



individuals themselves, as well as planned support from various parties, especially
in terms of access to self-empowerment and involvement from other parties (Oge

Giiney, 2026)

However, in practice, the results of regional autonomy implementation
vary between regions. There are regions that have been able to take advantage of
existing opportunities to gradually reduce poverty levels. However, there are also
many regions that have not been able to achieve their goals. One region that is

interesting to study is the island of Sumatra (Purnama, 2017).

The island of Sumatra has economic, social, and geographical
characteristics that different from other regions such as Java or Kalimantan.
Sumatra is known as one of the regions with the highest palm oil production in
Indonesia, but it still faces challenges in terms of equitable development. The
disparity between more developed provinces such as North Sumatra and Riau and
relatively underdeveloped provinces such as Bengkulu and Aceh shows that
economic growth has notbeen fully accompanied by equitable welfare (Rusdietal.,

2018).



Figure 1.1 Percentage of Poor Population (Percent) by Province in Sumatra

Island in 2024
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This inequality can be seen in the graph above, which shows considerable
variation between provinces on theisland of Sumatra. Provinces based on economy
and trade, such as West Sumatra, Riau, Bangka Belitung, and the province of Riau,
which was split from Riau province, have a lower percentage of poor people
compared to provinces based on agriculture, such as Aceh and Bengkulu. This
variation shows that the problems on the island of Sumatra have diverse
characteristics even though they are geographically located on the same island. This
is influenced by various factors such as economic, social, and regional policies.
Therefore, the Sumatra region is relevant for in-depth study to understand the

factors that influence the overall poverty rate (Umiyati, 2014).



In line with the dynamics shown in the graph above, this research period
focuses on 2011-2024 because the socio-economic developments during this phase
are more relevant and up to date with current conditions. During this period, the
implementation of regional development and poverty alleviation policies has been
more consistent and has not been affected by the post-reform impact or regional
autonomy adjustments, dueto the considerable time gap between the reform period

and the research period in this study.

In addition, previous studies have mostly focused on the national level or
on specific regions, such as Java as the center of Indonesian government.
Meanwhile, studies highlighting Sumatra in its current condition with the most
recent time frame are still relatively limited. Furthermore, previous studies tended
to assess certain factors such as education, unemployment, health, social assistance,
and economic growth separately, so that the five indicators were not presented
together in a single study. Given Sumatra's diverse economic, social, and resource
characteristics across provinces, a study that comprehensively examines the factors
causing poverty is needed. Furthermore, many previous studies used data from
before 2011 or did not reflect the dynamics of socioeconomic policies over the last
decade, particularly regarding social assistance programs and changes in economic

conditions after the COVID-19 pandemic.

This study offers something new by comprehensively examining the
influence of population growth, unemployment, education, health, and social
assistance on poverty levels in Sumatra. The focus of analysis on Sumatra is an

important aspect because not many previous studies have specifically examined it



as awhole, rather than regional comparisons or case studies in certain provinces. In
addition, this study also uses a more current analysis period, namely 2011-2024, so
thatit is able to describe the current dynamics of poverty. Based on the background
description above, the author is interested in conducting a study entitled “Poverty

As a Multidimensional Phenomenon on Sumatra”.

. Research Question

The research questions in this study are as follows:

1. How does economic growth affect poverty on the island of Sumatra?
2. How does unemployment affect poverty on the island of Sumatra?
3. How does education affect poverty on the island of Sumatra?

4. How does health affect poverty on the island of Sumatra?

5. How does Social Assistance affect Poverty on the Island of Sumatra?

. Research Objective
Based on the background and problem formulation described above, the

objectives of this study are as follows:

1. To explain the effect of economic growth on poverty in Sumatra.
2. To explain the effect of unemployment on poverty in Sumatra.

3. To explain the effect of education on poverty in Sumatra.

4. To explain the effect of health on poverty in Sumatra.

5. To explain the effect of social funds on poverty in Sumatra.



D. Benefits of Research
a. Theoretical Benefits
This research is useful for the government as a policy maker in
addressing poverty issues. With the results of this research, the government
can evaluate and design more targeted policies to reduce poverty on the
island of Sumatra.
b. Practical Benefits
This studyis useful foraddinginsight into the field of development
economics and socio-economic studies related to the dynamics of poverty.
This study is also useful for adding to the literature on socio-economic
dynamics, namely poverty. The findings of this study can also form the basis
for further research that seeks to explore the relationship between economic

growth, unemployment, education, health, and social funds with poverty.

E. Systematization of Writing
To provide a clear overview of the content and material discussed in this

study, the author has outlined the writing system as follows

Chapter I Introduction: contains the background of the problem, problem

formulation, research objectives and benefits, and writing system.

Chapter II Theoretical Basis and Literature Review: contains the theoretical

basis of the literature review, theoretical framework, and hypothesis development.



Chapter III Research Methods: contains the research design, variables and
operational definitions of research variables, population and sample, data, data

sources and collection techniques, and hypothesis testing methods.

Chapter IV Research Methods and Discussion: contains answers to thequestions
in the problem formulation. This chapter presents the research results and
discussion on economic growth, the effects of unemployment, education, health,

and social assistance on poverty on the island of Sumatra.

Chapter V Conclusion: contains the conclusions and results of the research and
recommendations to the relevant parties. In addition, the shortcomings in
conducting this research will also be presented so that they can be used as a basis

for future studies.



CHAPTER YV

CONCLUTION

A. Conclution
The following conclusions can be drawn from the analysis and discussion
of the impact of economic growth, unemployment, education, health, and social

assistance on poverty in Sumatra from 2011 to 2024:

1. The economic growth variable has a negative and significant effect on poverty
on the island of Sumatra. This indicates that economic growth can reduce
poverty levels on the island of Sumatra, as it can drive increases in income and
employment opportunities for the population.

2. The unemployment variable has a positive but insignificant effect on poverty
levels in the 10 provinces on theisland of Sumatra. Statistically, unemployment
does not affect poverty levels on the island of Sumatra.

3. The education variable has a positive but insignificant effect on poverty levels
in the 10 provinces on the island of Sumatra. The length of one’s schooling
does not guarantee a decent job.

4. The health variable has a negative but insignificant effect on poverty levels in
Sumatra. This is because living longer does not necessarily mean living more
prosperously.

5. The Social Assistance variable has a positive and significant effect on poverty

rates in Sumatra. In theory, social assistance can reduce poverty rates, but this

69



result may occur because social assistance is not well-targeted and is only

short-term.

B. Research Limitations
1. The time period used by the researchers is still limited to annual data covering
a 14-year span from 2011 to 2024.
2. The variables used are still limited, while poverty is influenced by many other
factors outside the model.
3. The relatively low coefficient of determination indicates that there are still

other variables influencing poverty levels.

C. Recommendations
Based on the research conducted, the following recommendations are

offered to policymakers and future researchers for further development:

1. The government needs to promote job creation, as unemployment has been
shown to have a significant impact on rising poverty. In addition, improving
access to and the quality of education must be a priority, as these measures have
proven effective in reducing poverty; the government also needs to ensure that
economic growth is more inclusive and evenly distributed across regions so
that its benefits are felt by all segments of society.

2. Future researchers are encouraged to include additional variables such as
income inequality (Gini coefficient), investment, or government spending, and
to combine quantitative data with qualitative approaches to gain a better

understanding of the actual living conditions of the poor
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