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Abstract 

This study aims to see the influence of the relationship between human development index 

(HDI) and unemployment in Indonesia. This research was conducted in the field (field 

research) with an approach that combines qualitative and quantitative. A qualitative 

approach is used to understand the context and deeper details of individual experiences, 

views, and interactions related to poverty, HDI, and unemployment in Indonesia. 

Quantitative methods use panel data regression. The results showed that the fixed effect 

method is the best model to see the effect of the human development index (HDI) and 

unemployment on poverty in Indonesia. The human development index negatively and 

insignificantly influences poverty in Indonesia. Unemployment has a positive and 

significant influence on poverty in Indonesia. This research contributes to the government 

improving workforce skills and preparing employment through foreign and domestic 

investment policies. The government should improve workforce skills and prepare 

employment through foreign and domestic investment policies.  
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1. INTRODUCTION 

Poverty is a social phenomenon and is even considered a problem faced by every society 

around the world throughout the world. Poverty is a complex social problem that affects 

many aspects of human life, such as health, education, and economic opportunity 

(Asadullah et al., 2023; Inoue et al., 2023; Putri et al., 2023). Poverty has a complex 

impact on the lives of individuals and communities(Antipova, 2021; Ravaghi et al., 

2023). Poverty can also lead to political, social, and economic instability (Imeokparia et 

al., 2023; Inoue et al., 2023; Shahid et al., 2021). Poverty can also affect unproductive 

economic behavior  (de Bruijn & Antonides, 2022)  

Poverty alleviation is a primary focus for many international institutions, governments, 

and non-profit organizations that seek to reduce social inequality and provide more 

equitable opportunities for all levels (Amadu et al., 2021; Jutte et al., 2021; Tagne et al., 

2021). Despite efforts, solving the problem of poverty remains a challenge that requires a 
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holistic and sustainable approach from various sectors of life(Sadath & Acharya, 2021; 

Santillán et al., 2020; Zhu et al., 2021) 

As a developing country, Indonesia still has challenges in meeting the basic needs of its 

people. One of the significant challenges is poverty. The factors affecting poverty in 

Indonesia are complex. One of the factors that cause poverty is the Human Development 

Index, which is an indicator of the quality of human resources (Azam et al., 2021; 

Imeokparia et al., 2023; Sadath & Acharya, 2021). The Human Development Index (HDI) 

evaluates a country's development level by considering the conditions of education, 

health, and income (Chien, 2023; Lucia et al., 2022; A. Wijaya et al., 2021). Research 

conducted by(Imeokparia et al., 2023 Vivanco Valenzuela et al., 2021 Zhu et al., 2021) 

showed a significant relationship between poverty and the human development index. 

The results of this study highlight that there is a strong correlation between the poverty 

rate and the HDI value of a country. The higher the HDI of a country, the lower the 

poverty rate experienced by its population. The research underlines that aspects such as 

access to good education, adequate health, and decent income, as represented in HDI, 

play an essential role in reducing poverty levels in a society. 

Unemployment also influences poverty because unemployment affects people's income in 

meeting living standards. When a person is unemployed, their income decreases or even 

does not exist at all, which in turn can lead to difficulties in meeting basic needs such as 

food, clothing, shelter, and healthcare (Antipova, 2021; Moreno et al., 2021; Rai et al., 

2021). Previous research has shown a significant relationship between unemployment and 

poverty, highlighting that high unemployment has a direct impact on poverty rates in a 

society (Abdullahi & Kehinde, 2023; Amorós et al., 2019; Aubert et al., 2022; Naz, 

2023). These data show that the higher the unemployment rate in a region or country, the 

more likely the poverty rate will increase. High unemployment can affect economic 

stability, limit access to decent work, and significantly reduce household income. The 

close relationship between unemployment and poverty has become the focus of attention 

in efforts to reduce social inequality and develop strategies to create job opportunities to 

address poverty. 

This research is essential because it reflects crucial factors affecting people's well-being 

and lives. The HDI provides a comprehensive view of human development, including 

education, health, and income. The relationship between HDI and the unemployment rate 

provides an overview of how economic conditions, health, and education levels play a 

role in determining poverty rates in Indonesia. Through this research, it can be understood 

how education, health, and income, as measured by HDI, are related to the unemployment 

rate in Indonesia and how unemployment can be one of the factors causing poverty. The 

results of this study can provide deep insights into how improvements in aspects 

measured by HDI, as well as reductions in the unemployment rate, can help address the 

problem of poverty in Indonesia. Implementing policies aimed at increasing HDI while 

reducing the unemployment rate can be essential in overcoming poverty in Indonesia. 

 

2. LITERATURE REVIEW  

2.1.  Poverty 

Poverty is a complex subject that has been the focus of in-depth study in scientific papers, 

and although there is no single definition, it is generally understood as a condition in 

which a person or family lacks the resources to meet basic needs and participate fully in 

the life of society(de Bruijn & Antonides, 2022; Santillán et al., 2020; Zhou & Liu, 2022). 

Income, consumption, and access to fundamental services like healthcare and education 

are frequent poverty indicators. Other indicators include housing (Halkos & Aslanidis, 

2023; Rocha et al., 2021; Sparrow et al., 2020).  
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Non-economic factors such as discrimination, inequality, and lack of access to 

opportunities also play a role in maintaining poverty, apart from economic-related 

reasons. According to the view of some academics, poverty is a systemic problem 

stemming from unfair social and economic situations, which limit people's choices and 

opportunities (Halkos & Aslanidis, 2023, 2023; Hancock, 2023) Poverty can be triggered 

by interconnected factors, such as economic inequality involving gaps in the distribution 

of wealth and opportunity, giving rise to income inequality and unequal access to 

economic resources. Limited access to quality education and decent work also has the 

potential to trigger poverty (Antipova, 2021; Bukari et al., 2021; de Bruijn & Antonides, 

2022; Naz, 2023; Troller-Renfree et al., 2022) 

2.2. Human Development Index (HDI) 

The Human Development Index (HDI) is a comprehensive measure used to assess a 

country's level of human development. HDI includes three main dimensions, namely 

health (measured through life expectancy at birth), education (using average years of 

schooling and school enrollment rates), and standard of living (measuring real income per 

capita) (Amini et al., 2021; Azam et al., 2023; Dörffel & Schuhmann, 2022; Elia et al., 

2020; Nai Ruscone & Fernández, 2021). By providing a holistic picture, HDI provides a 

deeper understanding of a country's progress than just using economic indicators 

The Human Development Index (HDI) and poverty are closely related in theory. The 

HDI, which includes real income per capita, health, and education, provides a 

comprehensive picture of a country's human development. Although rising real income 

per capita may indicate improved living standards, unequal income distribution may 

cause some people to remain impoverished. In addition, limited access to quality 

healthcare and education can also be a contributing factor to poverty (Azam et al., 2021; 

Naz, 2023; Santillán et al., 2020; Vivanco Valenzuela et al., 2021; Zhu et al., 2021). 

Therefore, increasing overall HDI not only reflects progress in health and education but 

can also help reduce poverty rates by improving people's access to essential services and 

increasing overall incomes 

The Human Development Index (HDI) is an essential economic variable, providing a 

comprehensive picture of a country's development. HDI not only pays attention to 

economic income but also includes dimensions of health and education, such as life 

expectancy and school enrollment rates (Amini et al., 2021; Czech et al., 2021; 

Imeokparia et al., 2023; Naz, 2023; Rahmawati et al., 2020; Sobral et al., 2021) By taking 

these aspects into account, HDI provides a holistic understanding of human well-being. In 

addition, HDI can reveal social and economic inequalities in society, which form the basis 

for more inclusive and sustainable policies. Understanding the relationship between HDI 

and economic factors enables governments and policymakers to design more effective 

development strategies to improve people's living conditions. 

2.3. Unemployment 

Unemployed is a condition in which a person who can work does not get a job according 

to his skills and desires and is actively looking for work. Unemployment can occur due to 

various factors, including economic changes, a mismatch between workers' skills and 

labor market demand, or structural problems within the labor market (Drescher & Janzen, 

2021; Maximova et al., 2022; A. Wijaya et al., 2021). The unemployment rate is often 

measured as the percentage of the labor force actively looking for work but has not yet 

found one. Unemployment can hurt the economy and social well-being, including 

declining individual incomes and increasing economic burdens on governments (Das et 

al., 2021; Moreno et al., 2021; Reichelt et al., 2021; Shammi et al., 2020, 2021; Sharma et 

al., 2022) 

The adverse effects of unemployment on the economy and social life are significant. This 

condition can reduce people's purchasing power because individuals who lose their jobs 
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cannot generate income, thus potentially lowering consumption levels and harming 

economic growth (Antipova, 2021; Milani, 2021; Rai et al., 2021; Sarkodie & Adams, 

2020; Sparrow et al., 2020). In addition, unemployment can also result in decreased 

social well-being, increased psychological distress, and mental health problems in 

unemployed individuals. Increasing poverty rates are another direct impact, resulting in 

difficulties meeting basic needs such as food, housing, and education. The government's 

financial burden also increases with the need for social assistance and unemployment 

benefits. High unemployment rates can create social instability, increase tensions, and 

even trigger protests and riots. In addition, economic productivity may drop due to human 

resources that are not used effectively. Therefore, handling and preventing unemployment 

through government policies, skills training, and creating new jobs is essential for 

economic stability and social welfare. 

Unemployment and poverty are closely linked, forming a mutually reinforcing cycle. 

When unemployment is high, society tends to experience increased poverty rates as 

individuals who lose their jobs face significant financial hardship (Azam et al., 2021; 

Drescher & Janzen, 2021). Losing a primary source of income can lead to difficulties in 

meeting basic needs such as food, housing, and education. On the other hand, conditions 

of poverty can increase the risk of unemployment, as limited access to quality education 

and job opportunities can create an environment where the opportunity to escape poverty 

becomes increasingly tricky. Unemployment can also contribute to worsening physical 

and mental health problems, intensifying stress on affected individuals and families. Over 

time, economic uncertainty and feelings of insecurity related to unemployment can create 

social instability that has the potential to trigger other problems, such as increased crime 

rates and riots. Therefore, efforts to address unemployment need to be accompanied by 

broader strategies to reduce poverty, including approaches that pay attention to aspects of 

education, skills training, and new job creation as part of an inclusive economic 

development strategy (Lacey et al., 2022; Maroko et al., 2020; Rahmawati et al., 2020) 

 

3. METHODOLOGY  

This research was conducted in the field (field research) with an approach that combines 

qualitative and quantitative(Del Río-Gamero et al., 2022; Hardinghaus et al., 2021; 

Sevillano-Monje et al., 2022; Wang et al., 2021; Warren & Steenbergen, 2021). A 

qualitative approach is used to understand the context and deeper details related to 

individual experiences, views, and interactions related to poverty, HDI, and 

unemployment in Indonesia(Chu et al., 2021; Etminani-Ghasrodashti et al., 2021; 

Hardinghaus et al., 2021; Köttl et al., 2021). Meanwhile, a quantitative approach is used 

to collect and analyze numerically measurable statistical data, such as index data, 

unemployment rates, and other measurable parameters related to the phenomenon(X. 

Chen et al., 2021; Odintsov et al., 2022; Rafique et al., 2021; Salem et al., 2021). 

Combining these approaches allows researchers to gain a comprehensive and detailed 

understanding of the relationship between HDI, unemployment, and poverty in Indonesia. 

This study uses the population of all provinces in Indonesia, which amounts to 38 

provinces. Sample selection in this study using purposive sampling (Abdul-Halim et al., 

2022; Andrade, 2021; Jiang et al., 2021; Karakose et al., 2021; Shammi et al., 2021). This 

study will use five provinces as research samples to represent the population. The 

samples are East Java Province, West Java Province, East Kalimantan Province, South 

Sulawesi Province, North Sumatra Province, and West Sulawesi Province. There are 

several reasons, including: 

Representative: The selected provinces represent various regions in Indonesia, making it 

possible to get a broader picture of the effect of the Human Development Index (HDI) 

and unemployment on poverty in Indonesia. 
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▪ Data Available: Data required for research, such as HDI, unemployment, and 

poverty data, are available and easily accessible for selected provinces. 

▪ High Variance: The selected provinces have a reasonably high variation in HDI, 

unemployment, and poverty rates. This makes it possible to see how much influence HDI 

and unemployment have on poverty in regions with different characteristics. 

▪ Economic Considerations: Selecting samples from different regions can also 

consider economic aspects, where the selected provinces contribute considerably to 

economic development in Indonesia. 

▪ Choosing provinces following these reasons is expected to produce more 

representative and reliable research results to answer research questions on the effect of 

HDI and unemployment on poverty in Indonesia. 

The test was conducted using the Panel Data Regression method. Panel data regression is 

a statistical method used to analyze data that combines time series and individual or 

location dimensions (cross-section)(Harahap et al., 2020; Marliati, 2020; Marton et al., 

2020; Sunaryo et al., 2020). In this context, "panel" refers to a data structure that involves 

collecting information from various individuals or units of observation over a while. 

Regression panel data allows researchers to identify and evaluate the effects of the 

independent variable on the dependent variable, taking advantage of variation between 

individuals and across time (Ha, 2020; Ly et al., 2020; Minh et al., 2020) 

The function variable model used to express the relationship between the independent 

variable and the dependent variable   is: 

Povertyit = f (HDIit, Unemploymentit )…………………..(1) 

and its econometric models become, 

Yit  =   β0 + β1 LogX1it + β2 Log X2it +  + εi ……………(2) 

Where: 

Y  = Poverty    

X1 = HDI  

X2 = Unemployment         

i  = Province  

t  = Year (2015-2022) 

ε  = Interference factor (ter m error) 

Three techniques can be used in discussing panel data regression model estimation 

techniques: the common effect model, fixed effect model, and random effect model. The 

question arises regarding which technique should be chosen for panel data regression. 

The common effect model is more straightforward than the other two (Schwingshackl et 

al., 2022; Sunaryo et al., 2020). Only by combining time series and cross-section  data 

obtained without looking at differences between time and individuals can the common 

effect  method be used to estimate panel data models   (GEORGE-EDUARD et al., 2022; 

L. I. Wijaya et al., 2022) 

The fixed effect model technique estimates panel data using dummy variables to capture 

intercept differences (Hernández-Vásquez et al., 2022; Zhu et al., 2021). The definition of 

fixed effect is based on the difference in intercept between individual units, but the 

intercept is the same between time (time-invariant)(García-Tizón Larroca et al., 2020; 

Rahmawati et al., 2020). The random effect method will estimate panel data in which 

interference variables may be interrelated over time and between (Kumar-M et al., 2020; 

Schwingshackl et al., 2022; W. Zhang et al., 2022). 
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To determine the panel data regression model, test which model is best. The selection of 

the model is carried out using the Chow test, Hausman test, and Lagrange multiplier 

(L.M.) test, where the three tests choose which one is the best among the  common effect 

model,  fixed effect model, or random effect model to use(Alghifari et al., 2022; Herawati 

& Angger, 2018; Tanjung et al., 2021) 

The instruments used in processing panel data use R and R studio software. R is a popular 

programming language and software environment for statistical analysis and data 

visualization. R can perform different types of data analysis, from descriptive statistics to 

more complex modeling models(Bruel & Sabatier, 2020; Carracedo et al., 2021; Chao et 

al., 2020). R Studio is an integrated development environment (IDE) specifically 

designed to work with R (Fumaneeshoat, 2019; Kleineidam, 2022; Muli et al., 2021). It 

provides a convenient interface for writing R scripts, running code, and managing data 

analysis projects. 

 

4. RESULTS AND DISCUSSION  

4.1. RESULTS 

Table 1: Common effect model 

Variables Coefficients         Pr(>|t|)   

Intercept 6571.57     0.42622 

X1 -98.01      0.43396   

X2 362.44      0.08884* 

Adj. R-Squared: 0.040701 

                     Notes: *p< 0.1. 

In Table 1, showing the output results of the common effect model, variable X2 has a p-

value of 0.08884, which means that the coefficient is statistically significant at a 

confidence level of 90%. The variable X1 has a p-value of 0.43396, which indicates that 

the coefficient is not statistically significant at a 99% confidence level. R-squared 

0.040701 indicates that the regression model can account for about 4.07% of the variation 

in the data. 

Table 2: Fixed Effect Model 

Variables Coefficients         Pr(>|t|)   

X1 -249.68      0.2083   

X2 384.53      0.0554* 

West Java 

East Java 

North Sumatra 

East Kalimantan 

South Sulawesi 

West Sulawesi 

17,726 

20,408 

16,887 

16,686 

16,495 

15,296 

 

Adj. R-Squared: 0.097891 

                Notes: *p< 0.1. 
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Table 2 shows the output of the Fixed effect model. Variable X2 has a p-value of 0.0554, 

which means that the coefficient is statistically significant at a confidence level of 90%. 

The variable X1 has a p-value of 0.2083, which indicates that the coefficient is not 

statistically significant at a 90% confidence level. An R-squared value of  0.097891 

indicates that the regression model can account for about 9.79% of the variation in the 

data. 

Table 3: Random Effect Model 

Variables Coefficients         Pr(>|t|)   

Intercept 

X1 

14157.74 

-206.02      

0.20064 

0.19855   

X2 381.29      0.03015** 

West Java 

East Java 

North Sumatra 

East Kalimantan 

South Sulawesi 

West Sulawesi 

458.2927 

3098.4576 

-364.9538 

-760.5260 

-749.4468 

-1681.8237 

 

Adj. R-Squared: 0.090286 

       Notes:* *p< 0.05 

In Table 3, showing the Random Effect model output results, variable X2 has a p-value of 

0.03015, which means that the coefficient is statistically significant at a confidence level 

of 95%. The variable X1 has a p-value of 0.19855, indicating that the coefficient is not 

statistically significant at the 95% confidence level. An R-squared value of 0.090286 

indicates that the regression model was able to explain about 9.03% of the variation in the 

data. 

Table 4: Chow Test 

 Value        Pr(>|t|)   

F 34.25 0.001** 

                             Notes: **p< 0.05 

Table 4 shows the p-value of 0.001 less than the specified level of significance, the null 

hypothesis is rejected, and it can be concluded that there is a significant difference 

between the two regression models, meaning that there is a significant difference between 

the two groups of data in influencing the dependent variable (in this test the fixed effect 

model is better) 

Table 5: Hausman Test 

 Value Pr(>|t|) 

Chi square 0.17271 0.9173 

Table 5  shows a p-value of 0.9173, more than the specified significance level (e.g., 0.05). 

Then, the null hypothesis is accepted, and it can be concluded that the fixed effect model 

is better. 
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Table 6: Normality Test 

 Value Pr(>|t|) 

BP 2.4565 0.2928 

Table 6 shows that one way to perform a normality test on panel data regression in R is to 

use the Jarque-Bera test. The Jarque-Bera test can be performed using the "bptest" 

function of the "lmtest" package in R (Zhou et al., 2022). The results of the B.P. test show 

the value of p-value = 0.2928, so it can be concluded that the residual in the panel data 

regression model is normally distributed 

Table 7: Heteroskedasticity  Test 

 Value Pr(>|t|) 

BP 2.8583 0.2395 

Table 7 shows that One way to test heteroscedasticity in regression panel data in R is to 

use the Breusch-Pagan test (Ambya & Hamzah, 2022). The Breusch-Pagan test can be 

performed using the "bptest" function of R's "lmtest" package. The conclusion of the B.P. 

test results shows the value of p-value = 0.2395, and it can be concluded that the residual 

in the panel data regression model There is no heteroscedasticity. 

Table 8. Multicollinearity Test 

 X1 X2 

   
   
X1 1.000000 0.132811 

X2 0.132811 1.000000 

Table 8 shows the results of the multicollinearity test using R. Multicollinearity tests are 

usually carried out using the Variance Inflation Factor (VIF) value (Gholami et al., 2020). 

The tested model has a VIF value of > 10.00, so the selected regression model has a 

multicollinearity problem. Based on Table 8, no number exceeds 10.00, so it can be 

interpreted that this model is free from multicollinearity problems. 

Table 9: Autokorelasi  Test 

 Value      Pr(>|t|)   

BP 15.071 0.000 

Autocorrelation tests or tests for the existence of residual linkages in panel data 

regression can be performed using the Breusch-Godfrey/L.M. test (Lagrange Multiplier) 

or Durbin-Watson test (B. Huseynli, 2022; N. Huseynli, 2022). Conclusion The results of 

the Breusch-Godfrey test show the value of p-value = 0.0001036. It can be concluded that 

the residual in the panel data regression model has Autocorrelation. Because there is 

Autocorrelation in the panel data regression model (Fixed Effect), model improvements 

will be made. The "pggls" function generates new model estimates that have been 

adjusted using the FGLS method to overcome Autocorrelation in panel data. 

Table 10: Fixed Effect Model ( FGLS) 

Variables Coefficients Pr(>|t|) 

X1 -95.482 0.1588 

X2 384.53 0.0006** 

West Java 

East Java 

North Sumatra 

East Kalimantan 

South Sulawesi 

7362 

9780 

6331 

5460.5 

5911.3 
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West Sulawesi 5438.4 

Adj. R-Squared: 0.89543 

      Notes: **p< 0.05 

Table 8 shows the Fixed Effect Model output with model adjustments or improvements. 

The results show that X2 has a p-value of 0.0006, meaning the coefficient is statistically 

significant at a 95% confidence level. In comparison, the variable X1 has a p-value of 

0.1588, which shows that the coefficient is not statistically significant at the 95% 

confidence level. The R-squared value of 0.89543 shows that the regression model can 

explain about 89.54% of the variation in data. Compared to the previous model in Table 

2, this model is better with an increased R-squared value and has been free from 

autocorrelation problems. 

4.2. DISCUSSION 

4.2.1. HDI and Poverty 

Based on the results of the study showed that the human development index has a 

negative relationship with poverty but is not significant. This finding shows something 

different from previous studies that showed negative and significant associations (Allou 

et al., 2020; Azam et al., 2021; Davies et al., 2020; Imeokparia et al., 2023; Skevington et 

al., 2019). Some of the causes of research results are different from others, namely; 

1. Regional ability: Each region or country has unique social, economic, and 

demographic characteristics(Y. Chen et al., 2023; Parapid et al., 2021; Wu et al., 2021; 

Zemtsov et al., 2022; Y. Zhang et al., 2023). This variability can affect the relationship 

between HDI and poverty. Poverty rates and HDI levels differ significantly between 

countries or regions.  

2. Social and Cultural Change: Social and cultural aspects can be essential in 

determining poverty (Haider et al., 2020; Leuenberger et al., 2021; Rodrigues et al., 2020; 

Teixeira et al., 2021). Changes in social norms or cultural values can affect responses to 

development efforts and the impact of HDI. 

3. Changes in Economic Structure: Changes in the economic structure of a country 

or region may affect the relationship between HDI and poverty levels(Grömling et al., 

2023; Jeong et al., 2023; Lisaba & Lopez, 2021). For example, rapid economic growth 

may not always be followed by an increase in the equitable distribution of income 

4. Historical and Structural Context: Each country or region has a unique historical 

and structural context, which can affect the relationship between HDI and 

poverty(Osborne et al., 2021; Scott et al., 2021). Historical factors such as conflict, 

colonialism, or structural inequality can shape different socio-economic conditions and 

influence the impact of HDI on poverty levels. 

5. Ecological and Environmental Balance: Environmental and sustainability factors 

can also be necessary to link HDI and poverty(Kumar et al., 2019; Raja & Kumar, 2023; 

Yang et al., 2017). Considerations for ecology, resource sustainability, and environmental 

impact on specific community groups may not be fully reflected in HDI. 

6. Adaptation to Global Change: In the era of globalization, economic and social 

changes that occur at the global level can affect the relationship between HDI and poverty 

(Barraclough et al., 2021; Brennan, DeMayo, Dam, Finiguerra, Baumann, & Pespeni, 

2022; Brennan, DeMayo, Dam, Finiguerra, Baumann, Buffalo, et al., 2022; Vadell et al., 

2022). Countries or regions that are more flexible and able to adapt to global changes 

may experience a more significant positive impact of HDI on poverty. 

7. The Role of Government and Economic Policy: The effectiveness of government 

policies in managing resources, supporting education, and providing health services can 

also play an essential role in overcoming poverty (Awan et al., 2022; Garza-Juárez et al., 
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2023; Johnson & Eccleston, 2023; Parolin, 2021). If economic policies are inappropriate 

or inadequate, the positive influence of HDI may not be well reflected in reducing 

poverty rates. 

Although the association between HDI and poverty is not statistically significant, it is 

essential to consider the relationship's direction and the effect's size. If the results show a 

negative relationship between HDI and poverty, although not significant, it may provide 

clues that increasing HDI can potentially reduce poverty rates on a broader scale or in 

different contexts.  

4.2.2. Unemployment and Poverty 

The study results show a positive and significant relationship between unemployment and 

poverty. This indicates that if the unemployment rate increases, it will increase the 

poverty rate in Indonesia. The results of this finding are the same as previous studies 

conducted by (Lieberman-Cribbin et al., 2020; McWhirter & McWha-Hermann, 2021; 

Miao et al., 2021; Naz, 2023; Nguse & Wassenaar, 2021; South et al., 2021). 

Meningkatkan pendapatan melalui pekerjaan dapat mengurangi kemiskinan (Amponsah 

et al., 2023; Rahmanto et al., 2020).Increasing income through employment can reduce 

poverty 

There is a close relationship between unemployment and poverty. Unemployment can be 

one factor causing a society's increasing poverty rate. Here are some explanations about 

the relationship between unemployment and poverty: 

1. Limited income: Unemployment causes a loss of source of income for the 

affected individual or family. Without a stable income, it is difficult for them to meet 

basic needs such as food, clothing, housing, education, and access to healthcare 

(Mutambara & Naidu, 2023; Phuti et al., 2019; Rahmanto et al., 2020; Schuler et al., 

2022; Sunge & Mudzingiri, 2023) This can lead to poverty or worsen existing poverty 

conditions. 

2. Lack of economic security: When a person loses his job, they also loses the 

guarantee of economic security; they may not have enough savings to survive for long 

periods without a steady income(Brook et al., 2018; Cerbara et al., 2020; Gupta, 2020). 

As a result, they can be plunged into poverty if they do not immediately get a new job. 

3. Cycle of poverty: Unemployment can lead to a cycle of poverty that is difficult to 

break. When someone loses their job, they may struggle to get a new job due to skill 

limitations, lack of experience, or lack of available job opportunities (Amjath-Babu et al., 

2019; Eastwood et al., 2019; Mahon, 2019; Millien et al., 2021; Mutambara & Naidu, 

2023). This can cause them to be trapped in long-term poverty and find it difficult to get 

out of the cycle of poverty. 

4. Social and psychological impact: Unemployment can also hurt the social and 

psychological aspects of a person (Al Gharaibeh, 2020; Breetzke & Wild, 2022; Htay et 

al., 2021; Mezzana et al., 2022; Richardson et al., 2022). Feelings of hopelessness, loss of 

self-esteem, and feelings of uselessness often arise when a person experiences prolonged 

unemployment. This can affect mental well-being and overall quality of life. 

5. Effect on economic growth: A high unemployment rate can lead to a slowdown in 

the economic growth of a country or region. When most of the labor force is unemployed, 

people's consumption and economic productivity decline. This can create a vicious cycle 

where low economic growth leads to more unemployment, which in turn hinders further 

economic growth(Alkhawaldeh et al., 2020; Lawanson & Umar, 2019; Sebunya Gertrude, 

2021; Sibai et al., 2003; Sugiyanto & Yolanda, 2020). 

In order to reduce poverty, it is essential to address the problem of unemployment by 

creating more job opportunities, improving the labor force's skills, and implementing 

economic policies that promote growth and development. In addition, social protection 
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programs and social assistance aimed at unemployment-affected communities can also 

help reduce poverty among them. 

 

5. CONCLUSION  

Based on the discussion results, it can be concluded that the Human Development Index 

has a negative and insignificant effect on the increase in poverty in Indonesia. 

Conversely, unemployment positively and significantly affects increasing poverty in 

Indonesia. This research contributes to the government improving workforce skills and 

preparing employment through foreign and domestic investment policies. The investment 

will provide a multiplier effect on increasing people's income to improve the quality of 

life, reducing the level or number of poor people in Indonesia. Governments can address 

poverty through the variable Human Development Index (HDI) through policies that 

include investing in quality and affordable education, strengthening health systems with 

broader access, promoting economic growth and job creation, implementing social 

protection programs, and investing in basic infrastructure. A holistic and integrated 

approach, with active community participation, can help increase HDI and reduce poverty 

effectively. 
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