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Abstract 

Poverty, which has been the main problem for decades in Indonesia, is still at a very high rate, prompting the importance of 
this matter to be studied and analyzed the factors that influence poverty in Indonesia. The objectives of conducting this 
research are 1) To analyze simultaneously economic growth, foreign investment and human development index on poverty 
in Indonesia. 2) Partially analyze economic growth, foreign investment and human development index on poverty in 
Indonesia. 3) Analyzing which variables between economic growth, foreign investment and human development index have 
the dominant influence on poverty in Indonesia.This research was conducted in Indonesia. Data collection is done through 
non-behavioral observation methods, which come from books, reports from relevant sources or agencies. The analytical 
technique used is multiple linear regression using panel data from 34 provinces in Indonesia for 10 years, 2010-2019. The 
results of the analysis show that the variables of economic growth, foreign investment, and the human development index 
simultaneously have a significant effect on poverty in Indonesia. Foreign investment, and the index have a negative and 
significant influence on foreign human development in Indonesia. Economic growth has a negative and insignificant effect 
on poverty in Indonesia. The investment variable has the most dominant influence on poverty in Indonesia. 
Keywords: Poverty, Economic Growth, Foreign Investment, Human Development Index 

1. Introduction 

Poverty is one of the main problems faced by almost all countries, it is proven that the United Nations has set 
Sustainable Development Goals (SDGs), where there are 17 important agendas that must be achieved by 2030. One of the 
goals is problem solving, education improvement and global development, which in By 2030 the proportion of the 
population living below the poverty line must be reduced to 50 percent of the conditions achieved by the Millennium 
Development Goals (MDGs). In other words, the problem of poverty is the "backbone" in the sustainable development 
agenda (Ah Maftuchan, 2015). According to Siregar and Wahyuniarti (2008:27), economic growth is indeed a necessary 
condition to reduce poverty. Economic growth and poverty are closely related, economic growth is often used as a 
benchmark for the economic performance of a region, but it is not certain that high economic growth indicates a high level 
of welfare of its people.The main sources for economic growth are investments that are able to improve the quality of 
capital or human and physical resources, which in turn are successful in increasing the quantity of productive resources and 
which can increase the productivity of all resources through new discoveries, innovations and technological advances. 
(Todaro, 2000). 

The occurrence of poverty is caused by the underdevelopment of humans and natural resources. The management of 
natural resources is highly dependent on human productive capacity. If many people are poor and have low education, it will 
result in a shortage of technical skills, knowledge, and entrepreneurial activities which will automatically cause the available 
resources to be neglected, underdeveloped, or even misused. These natural resources will affect the rate of economic 
growth. On the other hand, lack of resources will lead to poverty because natural resources are the main source of human 
needs. Resource poverty is both a cause and a consequence of human poverty (Jhingan, 2012:34). Investment is the first step 
in production activities. With such a position, investment is essentially the first step in economic development activities. 
When viewed from a macroeconomic point of view, investment or investment is an expenditure that adds new capital for the 
community. The new capital can be in the form of an additional amount of money invested or an addition to the factors of 
production. The dynamics of investment affects the level of economic growth, reflecting the rampant sluggish development. 
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In an effort to grow the economy, every country always tries to create a climate that can stimulate investment. The intended 
target is not only the public or the domestic private sector, but also foreign investors (Dumairy, 1997: 132). 

Indonesia as a developing country also cannot be separated from the problem of lack of capital (savings and investment) 
therefore investment is one of the sources of financing that is needed to support development. It must be admitted that 
economic development has not been fully funded by the government, so that private sector involvement is needed. 
Increasing capital plays an important role in improving the economy. Therefore, the government and the private sector seek 
to increase economic growth through fundraising directed at productive economic activities, namely by increasing 
investment, both Domestic Investment and Foreign Investment. The existence of new investments allows the creation of new 
capital goods so that they will absorb new factors of production, namely creating new jobs, job opportunities that will 
absorb labor which in turn will reduce unemployment. Thus, the addition of new output and income to these production 
factors will increase national output so that economic growth will occur. With a reduced unemployment rate (due to the 
creation of new jobs) and positive economic growth will affect the poverty rate which is expected to reduce the number of 
people who are below the poverty line. 

The Human Development Index (HDI) is a comparative measurement of life expectancy, literacy, education and living 
standards for all countries around the world. HDI is used to classify whether a country is a developed country, a developing 
country or an underdeveloped country and also to measure the effect of economic policies on the quality of life. (Davies, A 
and G. Quinlivan, 2006). On the other hand, the development of human resources is closely related to efforts to improve 
people's living standards. More importantly, it is emphasized on increasing one's ability to do certain jobs with the 
assumption that the second aspect will be fulfilled by itself. According to Kuznet, the early stages of development will be 
marked by high growth accompanied by high levels of income inequality and poverty. This condition will last until a certain 
critical point, where a high level of economic growth will be followed by a decreasing level of income inequality and 
poverty (Subandi, 2011). 

2. Literature Review 

Poverty 
Based on Law no. 24 of 2004 concerning deposit insurance institutions, poverty is a socio-economic condition of a person 
or group of people whose basic rights are not fulfilled to maintain and develop a dignified life. Basic needs that are the 
rights of a person or group of people include the need for food, health, education, work, housing, clean water, land, natural 
resources, the environment, a sense of security from treatment or threats of violence, and the right to participate in the 
implementation of social life. and politics. The People's Welfare Sector Report issued by the Ministry of Welfare in 2004 
also explained that this condition called poverty also applies to those who work but whose income is not sufficient to meet 
basic needs. 
 
Economic Growth 
Economic growth in (Sukirno, 2006) as a quantitative measure that describes the development of an economy in a certain 
year when compared to the previous year. According to Simon in (Jhingan, 2004) economic growth is an increase in the 
ability of a country (region) to provide economic goods for its population, which is manifested by a continuous increase in 
national output accompanied by technological advances as well as institutional adjustments, attitudes and behavior. ideology 
it requires. Economic growth is a target to be achieved by the economy in the long term, and as much as possible consistent 
with short-term economic growth. Economic growth can explain and at the same time measure the achievement of an 
economy's development 
 
Foreign investment 
Foreign investment, known as Foreign Investment (PMA), is a form of investment by building, buying or acquiring 
companies. According to the Law of the Republic of Indonesia Number 25 of 2007 concerning Investment, article 1 number 
(3) reveals that foreign investment is an investment activity to conduct business in the territory of the Republic of Indonesia 
carried out by foreign investors, both those who use foreign capital wholly or who cooperate with domestic investors. 
Foreign Investment (PMA) is an investment made by the owners of foreign capital in the country to get a profit from the 
business carried out. The advantages of foreign capital are in the form of processing our natural resources, increasing 
employment opportunities, increasing state revenues from tax sources, as well as the transfer of technology. 
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Human Development Index 
The Human Development Index (HDI) measures the achievement of human development based on a number of basic 
components of quality of life. As a measure of quality of life, HDI is built through a basic three-dimensional approach. 
These dimensions include a long and healthy life, knowledge, and a decent life. These three dimensions have a very broad 
meaning because they are related to many factors. To measure the health dimension, life expectancy at birth is used. 
Furthermore, to measure the knowledge dimension, a combination of literacy rate indicators and average years of schooling 
is used. As for measuring the dimensions of decent living, indicators of people's purchasing power are used for a number of 
basic needs seen from the average amount of per capita expenditure as an income approach that represents development 
achievements for a decent life. (Riau Central Statistics Agency, 2014). 

3. Problem Formulation 

The hypothesis of this project is: 
1.) Economic Growth, Foreign Investment, and Human Development Index simultaneously have a significant effect on 

Poverty in Indonesia. 
2.) Economic Growth, Human Development Index, and Foreign Investment partially have a negative and significant 

effect on Poverty in Indonesia. 

4. Research Methodology 

     This research was conducted in Indonesia, design is an associative research type with a quantitative approach. Data 
collection is done through non-behavioral observation methods, namely from books, reports from relevant sources or 
agencies. This research was conducted in Indonesia, using data published by the central statistics agency and the Investment 
Coordinating Board related to the object of research. The objects in this study are economic growth, foreign investment, 
human development index and poverty in Indonesia. The method used in data collection is non-participant observation. The 
data used is secondary data obtained from publications published by the central statistics agency and the Investment 
Coordinating Board. The analytical technique used is multiple linear regression using panel data from 34 provinces in 
Indonesia for 10 years, namely 2010-2019. 

5. Analysis Result 

Descriptive Statistics 
     Descriptions of research variables convey information about the characteristics of research variables consisting of the 
number of observations, minimum values, maximum values, mean values and standard deviations. Table 1 shows the results 
of descriptive statistical analysis. 

Table 1 
Descriptive Statistics 

  N Minimum Maximum Mean Std. Deviation 

Pertumbuhan Ekonomi (X1) 340 -22.30 36.74 -5,9508 1,30208 

Penanaman Modal Asing (X2) 340 .00 10024.59 1,7287 0,4416 

Indeks Pembangunan Manusia (X3) 340 .00 1542.28.48 5,0994 2,06108 

Kemiskinan di Indonesia (Y) 340 .00 5529.30.00 4,1847 0,4008 
     Based on the results of the descriptive statistical test in Table 1, the number of N is 340. This means that there are 340 
observational data studied, consisting of 34 provinces in Indonesia during the 10-year research period, namely 2010-2019. 
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Multiple Linear Regression Analysis Results 
 

Table 2 
Multiple Linear Regression Analysis Results 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. 

B Std. Error Beta 

1 

(Constant) -2.099 .554   -3.789 .000 

Pertumbuhan Ekonomi (X1) -.113 .152 -.038 -.740 .460 

Penanaman Modal Asing (X2) -.170 .030 -.283 -5.637 .000 

Indeks Pembangunan Manusia (X3) -.665 .135 -.257 -4.930 .000 
 

From the results of the multiple linear regression analysis in Table 2, the following equation can be made: 

Y = -2.099 - 0.113 X1 - 0.170 X2 - 0.665 X3 + e 
     The constant value is 2.099, meaning that if the variables of economic growth, foreign investment and the human 
development index are constant, the poverty value in Indonesia is 2.099 million people. The regression coefficient of 
economic growth (X1) shows a negative effect on poverty in Indonesia (Y) of 0.113, meaning that if economic growth 
increases by 1 percent, poverty in Indonesia will decrease by 0.170 percent. The regression coefficient of foreign investment 
(X2) shows a negative effect on poverty in Indonesia (Y) of 0.170, meaning that if foreign investment increases by 1 percent, 
poverty in Indonesia will decrease by 0.170 percent. The regression coefficient of the human development index (X3) shows 
a negative effect on poverty in Indonesia (Y) of 0.665, meaning that if the human development index increases by 1 percent, 
poverty in Indonesia will decrease by 0.665 percent. 

Coefficient of Determination Test Results 

Table 3 
Dominant Influential Variables 

Model Standardized Coefficients 

1 

(Constant)   

Pertumbuhan Ekonomi (X1) -.038 

Penanaman Modal Asing (X2) -.283 

Indeks Pembangunan Manusia (X3) -.257 

Based on the beta coefficient value, the foreign investment variable has the highest value, which is -0.283. So it can be 
concluded that the foreign investment variable has the most dominant influence on poverty in Indonesia compared to the 
variables of economic growth and human development index. 
 
Total Determination Coefficient Value 
The test results give the results where the value of R2 is 0.733. This means that 73.3 percent of the variation in poverty in 
Indonesia in 2010-2019 can be significantly influenced by the variables of economic growth (X1), foreign investment (X2) 
and the human development index (X3) while the remaining 26.7 percent is explained by other factors. 
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Discussion of Research Results 
1) Effect of economic growth, foreign investment and human development index on poverty in Indonesia 

Based on the results of the F test of economic growth, foreign investment and the human development index 
simultaneously have a significant effect on poverty in Indonesia. Economic growth and high income levels are indicators of 
the availability of food, clothing, shelter, education, health, and other basic needs to get a comfortable life. The amount of 
GRDP generated by each region is very dependent on the potential of natural resources and production factors of the area. 
The existence of limitations in the provision of these factors causes the amount of GRDP to vary between regions. 

High economic growth can attract foreign interest to invest in Indonesia. The level of foreign investment in a country 
has an impact on state income, the smooth running of a company's activities, improving infrastructure, and problems in the 
business world. With high foreign investment, it is able to open new job opportunities that can absorb the workforce. Thus, 
it is hoped that the unemployment rate will decrease, and the population is poor. 

Harrod Domar's theory essentially emphasizes the need for investment in creating economic growth. Therefore, every 
economic effort must save a certain proportion of national income, namely to increase the stock of capital to be used in new 
investments, as a source of capital funds used to accelerate investment and economic growth. 

According to Siregar and Wahyuniarti (2008:27), economic growth is indeed a necessary condition to reduce poverty. 
Economic growth and poverty are closely related, economic growth is often used as a benchmark for the economic 
performance of a region, but it is not certain that high economic growth indicates a high level of welfare of its people. 
      The results of this study also support the opinion of Cyrillus, (2002) that foreign investment can be used by developing 
countries as a significant basis to spur an increase in economic growth, to maintain and maintain higher growth rates with 
substantial changes and changes in the structure of production and trade Foreign capital plays an important role in the 
mobilization of funding sources for structural transformation, the latter of which will decline as soon as structural changes 
occur. 
 
2) The effect of economic growth on poverty in Indonesia 

     Based on the results of the t-test of economic growth on poverty in Indonesia, economic growth has a negative and 
insignificant effect on poverty in Indonesia. This is because the distribution of development results is not evenly distributed 
to all regions in Indonesia so that the high economy is only enjoyed by a few people or certain regions. High economic 
growth is of little benefit to the poor. 

Economic growth that tends to increase over the last few years has resulted in structural changes in the income 
composition of the Indonesian population. Birdsall (2007) argues that inclusive growth is growth that is conducive to 
increasing the size and capacity of the middle class economy. Thus, it can be said that economic growth in Indonesia, which 
is accompanied by a significant growth of the middle class, indicates that this growth is inclusive growth. Inclusive growth 
can be said as a measure of whether a country's economic growth is quality growth. Economic growth is said to be inclusive 
if it is able to reduce poverty, reduce inequality in income distribution, and absorb more labor. 
     The results of this study are not in accordance with the hypothesis proposed at the beginning, namely that economic 
growth has a significant negative effect on poverty levels in Indonesia. This study agrees with Ari Kristin Prasetyoningrum 
(2018) which states that Indonesia's economic growth does not have a significant effect on reducing poverty in Indonesia. 
 
3) The effect of foreign investment on poverty in Indonesia 

     Based on the results of the t-test of foreign investment on poverty in Indonesia, foreign investment has a negative 
and significant effect on poverty in Indonesia. Increasing foreign investment in Indonesia will reduce poverty in Indonesia. 
Investment is essentially the beginning of economic development activities and is a way that can be done by the government 
to increase economic growth. In the long term, it can raise people's living standards which in turn can reduce the number of 
poor people. 

According to Ocaya et al (2012) investment is a strong link for economic growth and poverty reduction. Indonesia as 
one of the developing countries that cannot be separated from the problem of lack of capital, therefore, foreign investment is 
one of the sources of financing that is needed to support development. 
The results of this study are in line with the research of Priyanto (2018) and also Muhammad Rifqi Indrawan (2018) which 
states that foreign investment has a negative and significant effect on poverty in Indonesia. With the increase in the number 
of Foreign Investment (FDI) to an area will have an impact on increasing regional income through GRDP which can later be 
utilized in realizing regional development. Such as infrastructure development and the opening of many new job 
opportunities. 
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4) The influence of the human development index on poverty in Indonesia 
Based on the results of the t-test of the human development index on poverty in Indonesia, the human development 

index has a negative and significant effect on poverty in Indonesia. The reduced poverty rate due to an increased HDI 
indicates that the HDI can increase human labor productivity, which will increase income to meet the needs of a decent life. 

Sharp, et.al (in Kuncoro, 1997:131) tried to identify the causes of poverty from an economic perspective. One of the 
causes of poverty is due to differences in the quality of human resources. The low quality of human resources means low 
production, which in turn lowers wages. The low quality of human resources is due to low education, disadvantaged fate, 
discrimination, or because of heredity. 

There are three aspects that are components of the HDI, namely the age of the community as reflected in Life 
Expectancy Age (UHH), the length and average of attending school (HLS and RLS) and aspects of per capita expenditure. 
If these three aspects have increased, it can be said that progress has occurred. Education has an important role in increasing 
the ability to absorb modern technology and develop the capacity to realize growth and development. Then, health is a 
requirement in increasing productivity, because with health, education is easy to achieve. With education and health, high 
income will be easy to get. On the other hand, with high income, it will be easy to spend money on health and education. 

This study supports previous research, namely the research of Ari Kristin Prasetyoningrum (2018), which shows that 
HDI has a negative and significant effect on poverty levels in Indonesia. Supports the previous theory that increasing the 
human development index will reduce poverty. 
 
5) Variables with dominant influence 
Based on the beta coefficient value, the foreign investment variable has the highest value, which is -0.283. So it can be 
concluded that the foreign investment variable has the most dominant influence on poverty in Indonesia compared to the 
variables of economic growth and the human development index. This means that foreign investment has an important role 
in reducing poverty. 

6. Conclusion 

Based on the research results that have been obtained through statistical testing and the discussion described in the previous 
chapter, it can be concluded as follows. The results of the analysis show that the variables of economic growth, foreign 
investment, and the human development index simultaneously have a significant effect on poverty in Indonesia. Foreign 
investment, and the index have a negative and significant influence on foreign human development in Indonesia. Economic 
growth has a negative and insignificant effect on poverty in Indonesia. The investment variable has the most dominant 
influence on poverty in Indonesia. If there is an increase in economic growth, foreign investment, and the human 
development index, it will have an impact on reducing poverty in Indonesia and vice versa. Indonesia's current economic 
growth is still of low quality and uneven, so it does not have a significant impact on reducing poverty. Increased foreign 
investment will also reduce poverty in Indonesia. As the amount of foreign capital invested in Indonesia increases, the 
opportunities for increasing employment opportunities, developing small and medium enterprises, and infrastructure 
development will improve. This will gradually reduce the poverty rate. Increased human development index will reduce 
poverty in Indonesia. The quality of human life should be improved by improving the quality of education, health facilities, 
developing creativity, so that people can get an income and a decent life. With the fulfillment of education, health and 
income needs, it is hoped that the poverty rate in Indonesia will decrease. The independent variable that has the dominant 
influence is foreign investment on poverty in Indonesia. Foreign investment has the most important role when compared to 
economic growth and the human development index. Foreign investment and poverty are closely related, and are used as a 
benchmark for the economic performance of a region. 
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