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Ringkasan 

Kesenjangan pendapatan antar daerah dalam suatu perekonomian 
merupakan fenomena yang terjadi di seluruh dunia. Pada umumnya ke­
senjangan lebih tajam pada negara sedang berkembdng karena "socio-eco­
nomic rigidities" dan "factor immobilities. " Mempelajari kasus Indonesia 
merupakan hal yang menarik karena Indonesia adalah negara kepulauan 
yang terbesar di dunia dan dentin kebhinekaannya. 

Dalam paper ini penulis mencoba memperkirakan derajat kesenjang­
an pendapatan daerah di luar sektor pertambangan dengan menggunakan 
propinsi sebagai daerah. Juga dianalisa beberapa kebijaksanaan pemerintah 
untuk memperkecil kesenjangan, di samping diidentifikasikan faktor-faktor 
yang menyebabkan kesenjangan tersebut. Penulis menemukan kecende­
mngan menumnnya koefisien kesenjangan daerah. Dan ditemukan pula 
bahwa urbanisasi tidak lagi meningkatkan per kapita PDRB. Sedangkan 
faktoryang cendemng menumnkan kesenjangan pendapatan daerah aejalah 
anggaran belanja Pemerintah Pusat dan bantuan kepada propinsi 

E K I V o l . X X X r V , N o . 3 , 1 9 8 6 287 

4..4mM.._ 



I. Introduction 

R e g i o n a l i n e q u a l i t i e s w i t h i n n a t i o n a l e c o n o m i e s is a w o r l d w i d e phe­
n o m e n o n . I t e x i s t s i n a l l soc ie t ies , deve loped as w e U as u n d e r d e v e l o p e d 
a n d i n c o u n t r i e s u n d e r d i f f e r e n t p o l i t i c a l pe r suas ions . I t is a u n i v e r s a l ex­
pe r i ence t h a t i n a l l soc ie t ies , some reg ions lag b e h i n d t h e o t h e r s , d u r i n g 
t h e process o f n a t i o n a l e c o n o m i c d e v e l o p m e n t . T h e degree o f r e g i o n a l dis­
p a r i t i e s a n d t h e c o n t r i b u t o r y f a c t o r s , a re , h o w e v e r , d i f f e r e n t i n v a r i o u s 
soc ie t ies d e p e n d i n g o n t h e i r s o c i o - e c o n o m i c s t r u c t u r e s a n d t h e spa t i a l dis­
t r i b u t i o n o f f a c t o r e n d o w m e n t . I n genera l , t h e degrees o f d i spa r i t i e s are 
m o r e m a r k e d i n u n d e r - d e v e l o p e d e c o n o m i e s due t o s o c i o - e c o n o m i c r i ­
g i d i t i e s a n d f a c t o r i m m o b i l i t i e s , w h i c h t e n d t o l o s e n u p w i t h t h e process o f 
e c o n o m i c d e v e l o p m e n t . T h e r e is m u c h c o n c e r n f o r ba l anced d e v e l o p m e n t 
i n a l l c o u n t r i e s t h r o u g h a d o p t i o n o f specif ic p o l i c i e s f o r d e v e l o p m e n t o f 
b a c k w a r d r eg ions i n r e c o g n i t i o n o f p r o b l e m s f r o m u n b a l a n c e d r e g i o n a l 
d e v e l o p m e n t . Besides v a r i o u s e c o n o m i c b e n e f i t s a c c m i n g f r o m deve lop­
m e n t o f r eg ions lagging b e h i n d , t h e r e are p o l i t i c a l i m p l i c a t i o n s i n v o l v e d . 

T h e r e s iden t s o f b a c k w a r d r e g i o n s d e e m t h e i r b e i n g l e f t b e h i n d , an 
act o f d i s c r i m i n a t i o n a n d i n several c o u n t r i e s , t h e same is c i t e d as j u s t i f i ­
c a t i o n f o r p o l i t i c a l cessions. T h e c o m p l a i n t s o f r e g i o n a l i n e q u a l i t y have 
fue l ed p o l i t i c a l u n r e s t s a n d r e b e l l i o n s i n m a n y c o u n t r i e s . I n t h i s paper w e 
w i l l ana lyse d i spa r i t i e s i n r e g i o n a l i n c o m e s i n I n d o n e s i a a n d a t t e m p t t o 
i d e n t i f y m a i n c o n t r i b u t i n g f a c t o r s . W e w i l l a l so r e v i e w p u b h c p o l i c i e s t o 
reduce t h e r e g i o n a l inba lances . 

I n d o n e s i a m a k e s i n i n t e r e s t i n g s t u d y t o discuss r e g i o n a l d i spa r i t i e s 
because o f sharp c o n t r a s t s she p r e sen t i n v a r i o u s s o c i o - e c o n o m i c va r i ab l e s . 
I t i s t h e larges t a r ch ipe l ago i n t h e w o r l d , s i t u a t e d b e t w e e n t h e large a n d 
masses o f A s i a a n d A u s t r a l i a and c o n t a i n i n g 1 3 6 6 7 i s lands : s o m e as large 
as several c o u n t r i e s i n E u r o p e c o m b i n e d a n d m a n y j u s t d o t s i n t h e ocean . 
W i t h a n e s t i m a t e d p o p u l a t i o n o f 1 6 2 m i l l i o n s i n 1 9 8 2 , w i t h a b o u t 6 0 per­
c e n t c o n c e n t r a t e d o n t h e e i g h t p e r c e n t l a n d space o f t h e i s lands o f Java 
a n d M a d u r a , I n d o n e s i a is t h e fifth m o s t p o p u l o u s c o u n t r y i n t h e w o r l d . 
She p re sen t s e x t r e m e s i n d e m o g r a p h i c p a t t e r n s . W h i l e t h e i s l a n d o f Java 
has o n e o f t h e h i g h e s t p o p u l a t i o n d e n s i t y : 6 9 0 per square k i l o m e t r e s , 
some o f t h e large is lands are t h i n l y p o p u l a t e s e.g., t h e d e n s i t y o f p o p u ­
l a t i o n is o n l y 12 p e r square K m i n K a l i m a n t a n . 

I n d o n e s i a i s t h e largest c o u n t r y i n S o u t h e a s t A s i a w i t h t o t a l l a n d 
area o f a b o u t 2 m i l l i o n k i l o m e t r e s . I t is a c o u n t r y o f grea t d is tances : 
5 0 0 0 K m f r o m N o r t h S u m a t r a i n t h e W e s t t o I r i a n J a y a i n t h e E a s t . T h e 
spread o f t h o u s a n d s o f i s lands ove r a vas t area a n d separa ted f r o m e a c h 
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o t h e r b y great dis tances , m a k e s t h e t ask o f p u b l i c a d m i n i s t r a t i o n f o r 
s o c i o - e c o n o m i c i n t e g r a t i o n , r a t h e r d i f f i c u l t . T h e R e p u b l i c o f I n d o n e s i a 
is a m i x t u r e o f races a n d p e o p l e b e l o n g i n g t o ove r 3 0 0 d i f f e r e n t e t h n i c 
g roups , speak ing ove r 2 5 0 languages a n d d ia lec ts a n d b e l o n g i n g t o a l l 
t h e m a j o r w o r l d r e l i g i o u s . W h i l e t he e n o r m o u s c u l t u r a l d i v e r s i t y o f Indo+ 
nes ia c o u l d be a source o f s t r e n g t h , i n c r e a t i n g a n a t i o n d r a w i n g w i s d o m 
f r o m diverse h u m a n expe r i ences , i t c o u l d also be a cause o f i n t e r n a l soc ia l 
a n d p o l i t i c a l d i s r u p t i o n . N o w o n d e r t h e r e f o r e , t h a t o n a c h i e v i n g i n d e p e n -
den tce i n 1 9 4 5 , t h e R e p u b l i c o f I n d o n e s i a chose h e r n a t i o n a l m o t o t h e 
phrase " B h i n e k a T u n g g a l I k a " ( U n i t y t h r o u g d i v e r s i t y ) , w h i c h serves as a 
r a l l y i n g p o i n t i n t h e m u l t i - r a c i a l , m u l t i - l i n g u a l s o c i e t y . ' 

H i s t o r i c a l l y , t h e I n d o n e s i a n p o l i t i c a l s y s t e m has b e e n cha rac te r i sed 
m o r e b y d iverse p o l i t i c a l g r o u p i i i g s t h a n b y a s t r o n g c e n t r a l g o v e r n m e n t , 
e x c e p t d u r i n g t h e D u t c h c o l o n i a l r u l e . A f t e r a t t a i n m e n t o f i n d e p e n d e n c e 
a n d m o r e p a r t i c u l a r l y since t h e N e w O r d e r G o v e r n m e n t , t h e e m p h a s i s has 
been places o n a c h i e v i n g n a t i o n a l i n t e g r a t i o n a n d u n i f i c a t i o n , w h i c h has 
special i m p o r t a n c e f o r n a t i o n a l d e v e l o p m e n t p l a i m i n g . ' ^ 

T h u s , w h i l e t h e I n d o n e s i a n d e v e l o p m e n t p l a n s - R e p e l i t a s , emphase 
n a t i o n a l e c o n o m i c p o l i c i e s , t h e n e e d f o r a c h i e v i n g a ba lance i n deve lop­
m e n t o f v a r i o u s r eg ions t o sa t i s fy t h e r e g i o n a l i n t e r e s t s a n d s t r e n g t h e n dis­
t i n c t i v e n e s s o f d i f f e r e n t p r o v i n c e s , is w e l l r ecognised . I n t l r i s w a y , I n d o n e ­
sia has a t w o p r o n g d e v e l o p m e n t s t r a t egy : o v e r a l n a t i o n a l d e v e l o p m e n t 
a l o n g w i t h balances r e g i o n a l d e v e l o p m e n t , w h i c h , i n h e r v i e w , c o m p l e m e n t 
each o t h e r . 

II. G o v e r n m e n t P o l i c i e s F o r R e g i o n a l D e v e l o p m e n t 

T h e g o v e r n m e n t po l i c i e s a i m i n g a t r e m o v a l o f r e g i o n a l i n c o m e dispa­
r i t i e s w e r e u n i t i a t e d a l o n g w i t h t h e F i r s t F i v e Y e a r P l a n ( 1 9 6 9 - 1 9 7 3 ) . 
T h o u g h t h e F i r s t F i v e Y e a r P l a n gave p r i o r i t y t o t h e o v e r a l l g r o w t h & sta­
b i l i s a t i o n o f t h e n a t i o n a l e c o n o m y a n d r e h a b i l i t a t i o n o f t h e b a d l y neg­
l e c t e d i n f r a s t m c t u r e , i t l a i d g r o u n d w o r k f o r some c m c i a l p o l i c i e s w h i c h , 
l a t e r became d o m i n a n t f a c t o r f o r r e g i o n a l d e v e l o p m e n t . F i r s t w a s t h e 
i n t r o d u c t i o n o f t h e I n p r e s p r o g r a m w h i c h channe l s d e v e l o p m e n t funds 
f r o m t h e C e n t r a l g o v e r n m e n t t o l o c a l g o v e r n m e n t s . S ince t h e i n t r o d u c t i o n 
o f t h i s p r o g r a m , t h e C e n t r a l g o v e r n m e n t has p r o v i d e d mass ive f u n d s d i ­
r e c t l y t o l o c a l g o v e r n m e n t s bypass ing m a n y o f t h e e s t ab l i shed b u r e a u c r a t i c 
c h a n n e l s . S e c o n d l y , Bappenas w a s charged w i t h t h e r e s p o n s i b i l i t y o f f o r ­
m u l a t i n g p l ans f o r r e g i o n a l d e v e l o p m e n t . A R e g i o n a l I n c o m e R e s e a r c h 
G r o u p w a s c o n s t i t u t e d i n 1 9 7 0 t o ga ther necessary d a t a t o i n i t i a t e research 
o n r e g i o n a l i n c o m e l e v e l . 
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T h e S e c o n d F i v e Y e a r P l a n ( 1 9 7 4 - 1 9 7 9 ) c a r r i ed t h e o b j e c t i v e o f re­
g i o n a l d e v e l o p m e n t f u r t h e r w i t h t h e f o l l o w i n g speci f ic goals : t o achieve 
ba lance b e t w e e n r e g i o n a l a n d s e c t o r a l d e v e l o p m e n t s ; t o r educe i n e q u a l i t i e s 
i n t h e ra tes o f d e v e l o p m e n t b e t w e e n p r o v i n c e s ; t o assist p r o v i n c i a l g o v e r n ­
m e n t s t o so lve t h e i r s o c i o - e c o n o m i c p r o b l e m s , a n d t o i m p r o v e deve lop ­
m e n t p l a n n i n g process a n d a l so t h e t a x i n g capaci t ies o f p r o v i n c e s . T o 
m e e t these goals , I n p r e s r e g i o n a l d e v e l o p m e n t subs idy p r o g r a m w a s e x ­
p a n d e d t o reach h a l f o f t h e n a t i o n a l b u d g e t a m o u n t i n g t o 2 0 p e r c e n t o f 
t h e p r o v i n c i a l d e v e l o p m e n t budge t s . A n o t h e r m a j o r step t o w a r d s ach iev­
i n g ba l anced r e g i o n a l d e v e l o p m e n t w a s t h e e s t a b l i s h m e n t o f t h e Bappenas 
i n a l l p r o v i n c e s a n d charged w i t h r e s p o n s i b i U t y o f c o o r d i n a t i n g a t t h e p r o ­
v i n c i a l l eve l s t h e s e c t o r a l p r o g r a m s o f t h e c e n t r a l a n d p r o v i n s i a l g o v e r n ­
m e n t s . 

L a t e r t h e Bappenas w e r e s t r e n g h t e n e d t h r o u g h a P r e s i d e n t i a l I n ­
s t r u c t i o n n o 2 7 , M a r c h 1 9 8 0 , w h i c h e m p h a s i z e d t h e i r r o l e i n c o o r d i n a t i n g 
a l l p l a n n i n g a t t h e l o c a l g o v e r n m e n t levels . I n a d d i t i o n , d u r i n g t h e S e c o n d 
P l a n , o t h e r c r u c i a l s u p p o r t i n g a c t i v i t i e s w e r e a d o p t e d : I n t r o d u c t i o n o f t h e 
c o n c e p t o f r e g i o n a l i z a t i o n ; e s t a b l i s h m e n t o f r egu la r r e g i o n a l a n d n a t i o n a l 
c o n s u l t a t i o n s a n d i n i t i a t i n g large n u m b e r o f r e g i o n a l d e v e l o p m e n t p l a n n i n g 
s tud ies . T o give e f f ec t t o t h e above a c t i v i t i e s , t h e c o u n t r y w a s concep­
t u a l l y d i v i d e d f o r d e v e l o p m e n t p u r p o s e s , i n t o several r e g i o n a l d e v e l o p m e n t 
cen te r s . A l s o , t h r o u g h t h e a n n u a l r e g i o n a l a n d n a t i o n a l c o n s u l t a t i o n s , t h e 
processes o f b u d g e t f o r m u l a t i o n a t t h e p r o v i n c i a l as w e l l as c e n t r a l g o v e r n ­
m e n t w e r e i n t e g r a t e d t o achieve e f f e c t i v e d e v e l o p m e n t a t r e g i o n a l l eve l s . 
S i x t e e n r e g i o n a l d e v e l o p m e n t s tud ies w e r e c o m p l e t e d d u r i n g 1 9 7 1 - 1 9 7 9 , 
c o n v e r i n g t h e w h o l e c o u n t r y . T h e s e s tud ies are v a l u a b l e a n d c o m p r e h e n ­
sive sources o f s t a t i s t i c a l da ta o n l o c a l as w e l l as r e g i o n a l l eve l s . 

D u r i n g t h e T h i r d F i v e Y e a r P l a n ( 1 9 7 9 - 1 9 8 3 ) , Bappenas , o r i g i n a l l y 
set u p a t t h e p r o v i n c i a l l e v e l , w e r e e x t e n d e d d o w n t o d i s t r i c t ( K a b u p a t e n ) 
leve ls w i t h each p r o v i n c e h a v i n g a d i s t r i c t l e v e l ( l e v e l I I ) Bappeda ass is t ing 
t h e d i s t r i c t h e a d ( B u p a t i ) i n d e v e l o p m e n t a c t i v i t i e s i n h i s area . A l s o , t h e 
scope a n d financial assistance o f Inp res s subsidies t o l o c a l g o v e r n m e n t s a t 
p r o v i n c i a l , d i s t r i c t a n d v i l l age levels w e r e g r e a t l y e n h a n c e d . G r e a t e r a t t e n ­
t i o n w a s p a i d t o v i l l age l e v e l o r g a n i s a t i o n s u c h as V i l l a g e D e v e l o p m e n t 
C o m m i t t e e s ( L e m b a g a S o s i a i D e s a ) b y s t r e n g t h e n i n g t h e m t h r o u g h N e w 
V i l l a g e A d m i n i s t r a t i v e L a w i n 1 9 7 9 a c c o r d i n g t o w h i c h g o v e r n m e n t 
assumed m u c h greater c o n t r o l o f d e v e l o p m e n t a c t i v i t i e s a t t h e v i l l age l e v e l . 
H a v i n g i n i t i a t e d t h e necessary a d m i n i s t r a t i v e i n f r a s t r u c t u r e f o r ba lanced 
r e g i o n a l d e v e l o p m e n t , t h e F o u r t h F i v e Y e a r P l a n ( 1 9 8 4 — 1 9 8 8 ) a i m s a t 
s t r e n g t h e n i n g t h e process w i t h specia l a t t e n t i o n p a i d t o s y n c r o n i s e t h e 

2 9 0 E K I V o l . X X X I V , N o . 3 , 1 9 8 6 



pace o f d e v e l o p m e n t i n r e l a t i v e l y less d e v e l o p e d r eg ions i d e n t i f i e d as 
i s o l a t e d , less f e r t i l e , d e n s i t y o r sparcely p o p u l a t e d a n d p r o b l e m areas. I t 
l a y s e m p h a s i s o n i m p r o v i d i n g t he w o r k i n g o f r e g i o n a l a n d l o c a l p l a n n i n g 
agencies t h r o u g h e n h a n c i n g e f f i c i e n c y a n d e f fec t iveness o f i n t e r n a l c o n s u l ­
t a t i o n s w i t h i n r eg ions a n d t h a t o f n a t i o n a l c o n s u l t a t i o n . T h e t h m s t o f a l l 
these po l i c i e s w i l l be t o spread t h e b e n e f i t s o f n a t i o n a l e c o n o m i c deve lop­
m e n t t h r o u g h o u t v a r i o u s r eg ions o f t h e c o u n t r y . 

A r e v i e w o f v a r i o u s g o v e r n m e n t a l p o l i c i e s a i m i n g a t ba lanced re­
g i o n a l d e v e l o p m e n t w o u l d s h o w t h a t i n I n d o n e s i a , t h e m a j o r p o l i c y i n s t m -
m e n t s are ( A ) A l l o c a t i o n o f c e n t r a l g ran t s a n d s u b v e n t i o n s t o r e g i o n a l go­
v e r n m e n t o r r e g i o n a l agencies. These i n c l u d e ( i ) G r a n t s p a i d t o r e g i o n a l go­
v e r n m e n t s a n d e x t e n d e d t h r o u g h t h e i r budge t s and accoun t s : ( i n c l u d i n g 
t h e subs id i D a e r a h O t o n o m a n d t h e I n p r e s D a t i I ) ; ( i i ) G r a n t s f o r D e v e l o p ­
m e n t p r o j e c t s w h i c h are a l l o c a t e d a n d spent b y r e g i o n a l g o v e r n m e n t s b u t 
w h i c h d o n o t pass t h r o u g h t h e i r b u d g e t o r b a n k a c c o u n t s ( e . q . I n p r e s Se-
k o l a h Dasar , t h e I n p r e s K e s e h a t a n a n d t h e I n p r e s K a b u p a t e n ) ; ( i l l ) A l l o ­
c a t i o n s f r o m C e n t r a l m i n i s t e r i a l budge t s w h i c h are spent b y t h e t e c h n i c a l 
d inas o f r e g i o n a l g o v e r n m e n t s b u t do n o t pass t h r o u g h p r o v i n c i a l budge t s 
o r a ccoun t s — also k n o w n as ' s e c t o r a l ' e x p e n d i t u r e s . ( B ) L o c a t i o n o f p u ­
b l i c en t e rp r i s e s a n d i n c e n t i v e s f o r p r i v a t e i n v e s t m e n t s i n - p a r t i c u l a r r e g i o n s . 
T h o u g h w e w i l l analyse t h e r o l e o f c e n t r a l g ran ts r e g i o n a l d e v e l o p m e n t 
l a t e r , w e m a y p o i n t o u t he r e t h a t c e n t r a l t r a n s f e r c o n s t i t u t e s 7 5 p e r c e n t 
a n d 7 9 percent o f t h e c u r r e n t r e g i o n a l r ece ip t s o f t h e p r o v i n c i a l ( F i r s t -
S t a g e ) a n d K o t a m a d y a / K a b u p a t e n ( 2 n d stage) g o v e r n m e n t s r e spec t ive ly 
f o r t h e c o u n t r y as a w h o l e d u r i n g 1981 — 1982, w h i l e these r a t i o s d i f f e r 
m a r k e d l y i n d i f f e r e n t r eg ions . S u c h a h i g h m a g n i t u d e o f i n t e r — g o v e r n ­
m e n t a l f i n a n c e is l i k e l y t o i n f l u e n c e t h e r e l a t i v e d e v e l o p m e n t o f t h e gran t 
r e c e i p i e n t j u r i s d i c t i o n s . 

III. R e v i e w of E a r l i e r S t u d i e s 

D u e t o l a ck o f h i s t o r i c a l d a t a , s tud ies o n r e g i o n a l e c o n o m i c deve lop­
m e n t i n I n d o n e s i a h a v e b e e n u n d e r t a k e n o n l y q u i t e r e c e n t l y . A s m e n ­
t i o n e d ea r l i e r , i t w a s o n l y i n 1 9 7 0 , t h a t a R e g i o n a l I n c o m e R e s e a r c h 
G r o u p w a s f o r m u l a t e d t o collect ' c o h e r e n t a n d c o n s i s t a n t r e g i o n a l da ta . ' 
T h e r e g i o n a l s tud ies u n d e r t a k e n since 1 9 7 0 can be d i v i d e d i n t o t w o cate­
gor ies : R e g i o n a l s tud ies f o r i n d i v i d u a l r e g i o n s / p r o v i n c e s a n d i n t e r r e g i o n a l 
s tud ies . F o r m e r s tudies have b e e n c o m m i s s i o n e d b o t h b y t h e g o v e r n m e n t 
as w e l l as u n d e r t a k e n b y i n d i v i d u a l researchers . A s m e n t i o n e d e a r l i e r , la 
s tud ies w e r e c o m m i s s i o n e d b y t h e G o v e r n m e n t d u r i n g 1971-1979, cd-
vexing t h e w h o l e c o u n t r y . I n a d d i t i o n , t h e r e have been several i n d i v i d u a l 
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s tud ies u n d e r t a k e n f o r d i f f e r e n t r eg ions , t h e resu l t s o f w h i c h have ap­
peared i n j o u r n a l s a n d u n p u b l i s h e d m o n o g r a p h s . 

S o m e o f these s tud ies are q u i t e c o m p r e h e n s i v e a n d t h e y c o n t a i n va­
l u a b l e d a t a o n s o c i o - e c o n o m i c a n d spa t i a l aspects o f i n d i v i d u a l r eg ions . 
T h e s e s tudies have a lso i d e n t i f i e d v a r i o u s f a c t o r s r e t a r d i n g s o c i o - e c o n o m i c 
r e g i o n a l d e v e l o p m e n t a n d m a d e u s e f u l r e c o m m e n d a t i o n s f o r t h e i r i m p r o ­
v e m e n t . U n f o r t u n a t e l y , h o w e v e r , o n a c c o u n t o f d i f f e rences i n da ta base 
a n d t h e m e t h o d o l o g i e s u sed , these s tudies are n o t v e r y u s e f u l t o ana lyse i n ­
t e r - r e g i o n a l d i spa r i t i e s . I t i s o n l y r e c e n t l y : t h a t t h e B i r o S t a t i s t i k have 
p u b l i s h e d i n t e r - r e g i o n a l da ta o n p r o v i n c i a l basis i n t h e series: P e n d a p a t a n 
R e g i o n a l P r o p i n s i D i I n d o n e s i a , w h i c h has n o w m a d e i t easier t o ana lyse 
i n t e r - r e g i o n a l i n c o m e d i spa r i t i e s a n d t r ends o v e r t i m e . 

F r o m a m o n g s t t h e f e w s tudies o n r e g i o n a l i n c o m e d i spa r i t i e s , a p i o ­
neer s t u d y was c o n d u c t e d b y H e n d r a Esmara^^ o n t h e basis o f da t a de­
v e l o p e d b y the R e g i o n a l I n c o m e Resea rch G r o u p , as m e n t i o n e d ea r l i e r , 
p e r t a i n i n g t h e y e a r 1 9 7 2 . T h e G r o u p a d o p t e d p r o v i n c e as a r e g i o n . H e n ­
d ra E s m a r a s y s t e m a t i c a l l y e s t i m a t e d gross d o m e s t i c p r o d u c t f o r d i f f e r e n t 
p r o v i n c e s o n t h e basis o f da t a o n v a l u e added o r gross v a l u e o f p r o d u c t f o r 
d i f f e r e n t sectors . E x c l u d i n g t h e i n c o m e f r o m o i l f r o m t h e r e g i o n a l GDP 
(GRDP) i n o i l p r o d u c i n g p r o v i n c e s , E s m a r a c o i h p u t e d t h e G R D P f r o m 
n o n - o i l sources t o m a k e t h e r e g i o n a l d a t a c o m p a r a b l e . T h e m e a s u r e o f re­
g i o n a l d i s p a r i t y is e s t i m a t e d b y W i l l i a m s o n ' s f o r m u l a t i o n o f t h e c o e f f i c i e n t 
o f v a r i a t i o n o f pe r c ap i t a i n c o m e f o r w h i c h t h e m e a n a n d va r i ance are cal ­
c u l a t e d f r o m e s t i m a t e s o f r e g i o n a l pe r c a p i t a i n c o m e w e i g h t e d b y t h e 
c o r r e s p o n d i n g p o p u l a t i o n as d e f i n e d i n t h e e q u a t i o n : * 

K m = y 2 (Y^ - r / - ^ 

Y 

P o p u l a t i o n o f t h e Y i t h r e g i o n 
T o t a l p o p u l a t i o n 
I n c o m e pe r cap i t a o f t h e i t h r e g i o n & 
average i n c o m e f o r t h e c o u n t r y 

1) Hendra Esmara, "Regional Income Disparities, B u l l e t i n o f Indonesian Economic 
Studies, Vo l X I , No. 1, 1975, pp. 41 - 57. 

w h e r e f^ = 
n = 
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H e c o m p u t e d t h e v a l u e o f Vm: c o e f f i c i e n t o f v a r i a t i o n o f pe r c ap i t a 
i n c o m e f o r I n d o n e s i a f o r t h e y e a r 1 9 7 2 a t 0 . 5 2 2 . H e n d r a E s m a r a a l so 
s h o w e d h o w t h i s e s t i m a t e w o u l d change i f w e i n c l u d e i n c o m e f r o m o i l a n d 
a l so e x c l u d e i n c o m e f r o m t i m b e r i n d u s t r y f r o m s o m e p r o v i n c e s . H e c o m ­
p a r e d t h e above c o e f f i c i e n t o f i n c o m e d i s p a r i t y f o r I n d o n e s i a w i t h t h o s e 
f r o m selected d e v e l o p i n g c o u n t r i e s and f o u n d i t t o be o f t h e same o r d e r 
o f m a g n i t u d e as f o r P h i h p p i n e s , C o l u m b i a a n d P u e r t o R i c o . L o o k i n g i n t o 
f a c t o r s r e spons ib le f o r r e g i o n a l i n c o m e d i spa r i t i e s , H e n d r a E s m a r a i d e n t i ­
f i e d t h e f a c t o r s , " w h i c h d e t e r m i n e t h e p r o d u c t i v i t y o f l a b o u r , d i f f e rences 
b e t w e e n r eg ions i n n a t u r a l r e source e n d o w m e n t , i n t h e s t o c k o f m a n - m a d e 
c a p i t a l pe r h e a d o r i n t h e q u a l i t y o f l a b o u r o r e f f i c i e n c y o f r e source use 
a n d o r g a n i s a t i o n " . ^ ^ S p e c i f i c a l l y he h s t e d ' o i l a n d t i m b e r ' resources , 
m a n - l a n d r a t i o ( i n d i c a t e d b y d e n s i t y o f p o p u l a t i o n per square K m ) , a n d 
l o c a t i o n o f large a n d m e d i u m m a n u f a c t u r i n g e s t a b l i s h m e n t s , as c o n s p i ­
c u o u s f o r r e g i o n a l i n e q u a l i t i e s . "> Vi i i f i fthv, . 

A s s t a t ed e a r l i e r . B i r o Pusa t S t a t i s t i k has b e e n p u b l i s h i n g m o r e re 
cent d a t a o n t h e G D P o n p r o v i n c i a l basis o n c o n t i n u i n g basis, w h i c h en ­
ables us t o ana lyse r e g i o n a l d i spa r i t i e s a n d i d e n t i f y t h e c o n t r i b u t i n g fac­
t o r s i n t h i s c o n n e c t i o n . I n o u r e s t i m a t i o n o f r e g i o n a l i n c o m e d i spa r i t i e s , 
w e h a v e m a d e use o f t h e d a t a f o r t h e yea r s 1 9 7 5 a n d 1 9 8 0 . W e have a l so 
e x c l u d e d p r o v i n c i a l i n c o m e s f r o m o i l s ince, as s ta ted ea rhe r , i n c l u s i o n o f 
i n c o m e f r o m o i l sources f o r f e w o i l p r o d u c i n g p r o v i n c e s ove r s ta tes t h e 
degree o f i n e q u a l i t i e s . A l s o i n c o m e f r o m o i l accrues t o t h e c e n t r a l r a t h e r 
t h a n t o t h e p r o v i n c i a l g o v e r n m e n t , f o r spend ing i n t h e c o u n t r y as a w h o l e . 

h i T a b l e I w e give b e l o w da t a o n n o n - m i n i n g GRDP per c ap i t a f o r 
v a r i o u s p r o v i n c e s f o r t h e yea r s 1 9 7 5 a n d 1 9 8 0 , t h e g r o w t h ra te d u r i n g t h e 
same p e r i o d , a r ranged a c c o r d m g t o descending o r d e r f o r t h e 1 9 8 0 pe r ca­
pita GRDP: 

i t 

, : . ftr-Jtft/ :̂ ,>xi?'.ftvftft_:w»;qj+ -;ft-ftf=;£.; • 
2) Ibid., p. 50. . . • 

^ - • -.. • r L / - ; : % . - , : .• 
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T A B E L I . GROSS NON-MINING R E G I O N A L DOMESTIC P R O D U C T 
P E R CAPITA BY P R O V I N C E S IN INDONESIA AT 
CONSTANT M A R K E T P R I C E S , I 9 7 5 - I 9 8 0 

Provinces Per Capita GRDP at Annual Growth Incidence of 
(According to descending Constant Prices Rate in GRDP Poverty 

order of GRDP/PC) (1975 - 1980) per capita (% Population 
(in Rupiah) 1975-1980 below poverty 

1975 1980 (%) line) 

East Kalimantan 202,958 301,470 0.23 13.4 
TV V 1 T/il/-/ii-+o 

U.K.I . Jakarta 
195,892 264,620 X on 1 X Q 

10.y ooutn oumatra 99,820 145,320 /.oU 1 S X 
13.0 Lentral Kalimantan 80,911 140,080 1 1 XA 1 O 0 
12.3 North Sumatra 94,582 130,470 X Xd 0,04 7A A 

^1 / I r f - n W l l i / l \ i r A o i 

iNorin ijuiawesi 
80,075 119,330 « SI S 7 7 7 X . / 

iVldiUKU 86,821 118,920 X dQ SO n 
T ^ i / i T i T / i i / o 4 4 

irian jaya : . < 80,194 112,880 / .UO 7 fi 

Rq 1 i 7 - . C; 68,011 112,170 1 n 1 7 
IXJ.J X 

Sfi s 
iviau 90,569 109,300 S ftS 1 s s 1 3.3 
wesi ivdiimanian •' ^ • 76,132 105,770 X fin Q d 

y.4 Aceh* .' . . ' ' • ^ i ^ 97,029 99,720 n 1 1 fi fi 
r 4 0 p 9 l o \ / 0 

CdSl JdVd -.̂  ^ 
0 0 ,DOx 1 fin Id 0 04 . 7 

vvesi Java ,̂  71,072 95,200 X A 7 O.Ux S 7 7 32. / 
Jambi 70,284 93,730 S OS 7 0 

Smith Siilawp^i 66,509 92,210 6.75 47 S tx. J 

South Kalimantan 70,450 85,360 3.91 12.5 
West Sumatra . : 59,455 82,160 6.68 14.0 
Lampung ^..j/q 71,898 82,110 2.69 Ace 

45.5 Bengkulu * » 51,802 80,670 9.26 21.0 
South-East Sulawesi 63,834 79,140 4.39 28.8 
Central Sulawesi 56,235 75,470 6.06 49.1 
Central Java 56,012 69,090 4.29 57.9 
D.I. Yogyakarta 56,330 67,860 3.79 59.9 
East Nusa Tenggara 38,713 53,630 6.74 56.6 
West Nusa Tenggara 41,405 53,330 5.19 50.0 

Indonesia 78,038 110,115 6.6 39.3 

Notes: 1. Incidence of poverty measure the proportion of population living below 
poverty line, which in 1980 was defined by the World Bank as minimum 
food expenditure requirement of.17.6 kg of rice per month per capita 
which is required to provide 2,150 calories and 30 grammes of protein 
per day, hi addition, an allowance is made for non-food basic items such 
as shelter and clothing, related to the consumption expenditures of 

• households subsisting at the minimum food expenditure level. 
2. *These provinces have substantial increases from oil and mining which 

have been excluded. Hence their actual per capita GRDP and also growth 
rates are higher than given in this table. 
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Sources: B i i o Pusat StaXisCA, P r o v i n c i a l I n c o m e i n Indonesia 1 9 7 5 - 1 9 8 2 P a r t 1, 
1 9 ^ 5 , and N o t X d B a r A , I n d o n e s i a , Policies and Prospects for Economic 
Growth and T r a n s f o r m a t i o n , K p t U l S M . 
Bho SXaXisXics, Statistik Indonesia \ 9 % A , 

T h e AaXa i n la\Ae I shows, thai i n ^nexal, t h e r e is a p o s i t i v e telation-
sYdp between t h e l e v e l o f per cap i t a n o n m i n i n g G R D P , ^owtb rates a n d 
nega t i ve r e l a t i o n s h i p with vncibence'ot poverty. Also, conversely, t h e pro­
vinces with lower GRD? per capita h a d iower gfowtb rates a n d bi^er ixrci-
dence o f p o v e r t y . W e have c lass i f ied p r o v i n c e s i n I n d o n e s i a a c c o r d i n g t o 
their l eve ls o f per c ap i t a GRDP a n d ra tes o f g r o w t h i n T a b l e I I . 

T A B E L I I . C L A S S I F I C A T I O N O F P R O V I N C E S B Y P E R CAPITA 
NON-UmmG GRDP A N D A N N U A L G R O W T H 
RATES, 1915 - mo. 

P e r Capita 
GRDP 

( 9 P r o v i n c e s ) 

L o w P e r Capita 
GRDP 

( 6 P r o v i n c e s ) 

Eli^ Growth R a t e * Sxrutb Sumatra 
*East Kabmantaxr 
North Sumatra 
North Sulawesi 
Maluku 

*lrian. Jaya 
hah 
Jakarta 
Central Kahmaxitm 

L o w G r o w t h R a t e 

East Java 
South Sulawesi 
W e s t S u m a t r a 
B e n g k u l u 
East Nusa' 
W e s t Kalima 

Ta l S u l a w e s i 
hEast Sulawesi 
r a l Java 

y.iYo^skarta 
St N u s a Tengga ra 
lib Kalimantan. 
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Note: * I t s h o u l d be n o t e d t h a t t hese p r o v i n c e s h a v e s u b s t a n t i a l i n c o m e s 
f r o m o i l a n d m i n i n g (e .g . R i a u i t w a s 8 2 . 9 p e r c e n t o f t h e G R D P ) 

: y d u r i n g 1 9 8 0 w h i c h have b e e n e x c l u d e d f r o m t h e i r pe r c ap i t a G R - . 
D P . H e n c e t h e i r a c t u a l pe r c ap i t a G R D P , g r o w t h ra tes a n d r a n ­
k i n g are h i g h e r t h a n i n d i c a t e d i n t h i s t a b l e . 

T h e d a t a i n T a b l e I I , a lso s h o w s t h a t , i n m o s t cases, t h e r e is d i r e c t p o s i t i v e 
r e l a t i o n s h i p b e t w e e n g r o w t h r a t e a n d p e r c ap i t a G R D P . I n gene ra l , p r o ­
v inces w i t h h i g h e r per c ap i t a G R D P also has h i g h e r g r o w t h ra tes . 

W e h a v e a l so c o m p u t e d t h e W i l l i a m s o n c o e f f i c i e n t o f r e g i o n a l i n ­
e q u a l i t i e s i n n o n - m i n i n g i n c o m e s f r o m t h e d a t a p u b l i s h e d b y t h e B i r o S ta ­
t i s t i c s as i n T a b l e I I I . 

T A B L E I I I . C O E F F I C I E N T S O F R E G I O N A L I N E Q U A L I T Y 
I N P E R C A P I T A N O N - M I N I N G G R D P , 1 9 7 6 - 8 0 . 

Y e a r C o e f f i c i e n t o f R e g i o n a l I n e q u a l i t y 

1 9 7 6 , , » 0 . 4 6 3 1 ; , , 
1 9 7 7 0 . 4 6 0 9 v — • 
1 9 7 8 ' • ' 0 . 4 3 4 4 
1 9 7 9 V q , , q 0 . 5 2 4 0 ; j ' 
1 9 8 0 0 . 4 4 3 5 

R o w r c e s : C a l c u l a t e d f r o m da t a i n B i r o P u s a t S t a t i s t i k , P e n d a p a t a n R e -
^onal P r ap rns r -P rop rns r D r Indonesia, 1 9 7 6 - 1 9 8 0 d a n 
1 9 7 6 - 1 9 8 0 , J a k a r t a . 

T h e f igures o n t h e W i l l i a m s o n c o e f f i c i e n t s o f r e g i o n a l i n e q u a l i t y 
s h o w a d e c l i n i n g t r e n d i n I n d o n e s i a d u r i n g t h e p e r i o d 1 9 7 6 - 1 9 8 0 , w h i c h 
m i g h t be a t t r i b u t e d t o v a r i o u s g o v e r n m e n t p o l i c i e s o u t l i n e d above . W e 
c a n - n o t c o m p a r e t h e c o e f f i c i e n t o f r e g i o n a l i n e q u a l i t y ( 0 . 5 2 2 ) f o r 1 9 7 9 
c o m p u t e d b y H e n d r a E s m a r a , as e x p l a i n e d e a r l i e r w i t h o u r e s t i m a t e s be­
cause o f d i f f e rences i n t h e d a t a base, t h o u g h b o t h these e s t i m a t e s are q u i t e 
c o n s i s t e n t : t h e y s h o w d e c l i n i n g t r e n d i n t h e r e g i o n a l i n e q u a l i t i e s i n i n c o m e . 

* IV. Factor Explaining Regional Income Disparities 
I h e r e are several f a c t o r s - soc i a l a n d e c o n o m i c , t h a t cause d i spa r i ­

t i e s i n r e g i o n a l i n c o m e s . W e h a v e a t t e m p t e d t o ana lyse t h e i m p a c t o f some 
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o f such f a c t o r s o n t h e l e v e l o f r e g i o n a l i n c o m e s f o r t h e y e a r 1 9 8 0 . S ince 
o u r o b j e c t i s t o a t t e m p t t o e x p l a i n w h y s o m e p r o v i n c e s t e n d t o lag b e h i n d 
o t h e r s , w e h a v e u s e d t h e s t a t i s t i c a l t e c h n i q u e o f r a n k c o r r e l a t i o n t o i d e n ­
t i f y f a c t o r s t h a t e x p l a i n r a n k i n g o f p r o v i n c e s a c c o r d i n g t o t h e i r per cap i t a 
n o n - m i n i n g gross d o m e s t i c p r o d u c t . A m o n g t h e f ac to r s ana lysed are : 
D e c o m p o s i t i o n o f r e g i o n a l e c o n o m i e s i n t o d i f f e r e n t sectors : p r i m a r y , se­
c o n d a r y a n d t e r t i a r y , l e v e l o f i n v e s t m e n t ; t r a n s f e r o f resources f r o m t h e 
C e n t r a l g o v e r n m e n t ; e x p e n d i t u r e o f C e n t r a l g o v e r n m e n t i n p r o v i n c e s ; 
p o p u l a t i o n g r o w t h a n d d e n s i t y ; l e v e l o f u r b a n i s a t i o n ; i n c i d e n c e o f p o ­
v e r t y ; v a l u e added pe r w o r k e r i n m e d i u m a n d s m a l l scale i n d u s t r i e s , p r o ­
p o r t i o n o f c h i l d r e n i n r e l e v a n t age g r o u p s i n p r i m a r y a n d seconda ry 
s c h o o l s . T h e d a t a o n t h e va r i ab l e s are g iven i n A p p e n d i c e s I - I V . 

T a b l e I V gives va lues o f t h e c o e f f i c i e n t o f r a n k c o r r e l a t i o n s b e t w e e n 
t h e n o n - m i n i n g p e r cap i t a G R D P f o r 1 9 8 0 a n d v a r i o u s f a c t o r s Us ted 
a b o v e . 

A s n o t e d i n a n ea r l i e r s e c t i o n t h e r e is s i g n i f i c a n t a n d p o s i t i v e re­
l a t i o n s h i p b e t w e e n t h e p e r c a p i t a G R D P a n d t h e r a t e o f g r o w t h o f r eg ions . 
I n o t h e r w o r d s , t h e p r o v i n c e s w i t h h i g j i e r pe r cap i t a G D P a lso g rew a t 
fa s t e r r a t e s . W h a t are t h e m a i n c o n t r i b u t a r y f a c t o r s ? O u r s t a t i s t i c a l ana­
l y s i s i n d i c a t e c l e a r l y t w o s u c h m a j o r f a c t o r s f i r s t , t h e m a g n i t u d e o f t o t a l 
i n v e s t m e n t u n d e r t h e R e p e U t a I t o V ( A p p e n d i x I I I ) . T h e h i g h l y s i g n i f i ­
c a n t c o e f f i c i e n t o f r a n k c o r r e l a t i o n suggests t h a t , i n gene ra l , t h e m a g n i ­
t u d e o f t o t a l i n v e s t m e n t w a s grea te r i n p r o v i n c e s w i t h h i g h e r per cap i t a 
G R D P . T h e S e c o n d m a i n f a c t o r i s t h e v a l u e added pe r w o r k e r i n m e d i u m 
a n d large scale i n d u s t r i e s ( A p p e n d i x I I ) , w h i c h a l so has s i g n i f i c a n t a n d p o ­
s i t i v e r a n k c o r r e l a t i o n w i t h t h e n o n - m i n i n g pe r cap i t a GRDP. T h e o t h e r 
f a c t o r s w h i c h h a v e p o s i t i v e , t h o u g h s o m e w h a t w e a k c o r r e l a t i o n , w i t h t h e 
r e l a t i v e r a n k o f p r o v i n c e s i n t e r m s o f p e r c ap i t a GRDP, are D i v e r s i f i c a t i o n 
o f E m p l o y m e n t : a m o r e b a l a n c e d spread o f e m p l o y m e n t a m o n g v a r i o u s 
s ec to r s . 

T h e r o l e o f e n q i l o y m e n t d i v e r s i f i c a t i o n i n d e t e r m i n i n g t h e r a n k i n g 
o f v a r i o u s p r o v i n c e s o n t h e basis o f pe r c a p i t a G R D P i s a lso c o r r o b o r a t e d 
b y t h e r e l a t i v e c o n t r i b u t i o n o f v a r i o u s sec tors t o t h e r e g i o n a l e c o n o m i e s . 
T h e p r i m a r y sec tor ha s a depress ing e f f e c t i n t h a t t h e p r o v i n c e s w i t h 
h i g h e r p r o p o r t i o n o f i n c o m e gene ra ted b y p r i m a r y sec tor , t e n d t o have 
l o w e r r a n k i n g , as i n d i c a t e d b y t h e nega t ive c o e f f i c i e n t o f r a n k c o r r e l a t i o n . 
T h e i nc reas ing c o n t r i b u t i o n b y t h e s e c o n d a r y a n d p r i m a r y sec tors , i n ge­
n e r a l , t e n d t o increase t h e r e l a t i v e p o s i t i o n o f t h e p r o v i n c e o n t h e i n c o m e 
scale. T h u s , t h e s h i f t i n g o f w o r k f o r c e f r o m t h e p r i m a r y t o secondary a n d 
t e r t i a r y sec to r s , p a r t i c u l a r l y t o t h e m e d i u m a n d large scale i n d u s t r i e s , 
w o u l d p r o d u c e m o r e b a l a n c e d r e g i o n a l d e v e l o p m e n t . 
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T A B E L I V . R A N K C O R R E L A T I O N B E T W E E N P E R C A P I T A 
N O N - O I L G R D P , 1 9 8 0 A N D V A R I O U S F A C T O R S 

C o e f f i c i e n t o f V a l u e o f t h e 
C o r r e l a t i o n T tes t 

G r o w t h o f I n c o m e 0 . 4 7 8 6 3 2 . 6 7 0 5 8 
T o t a l I n v e s t m e n t u n d e r R e p e U t a 1 — I I I 0 . 5 3 3 3 . 0 9 
C e n t r a l G o v e r n m e n t T r a n s f e r s t o P r o v i n c e s - 0 . 5 0 6 8 - 2 . 8 8 0 
C e n t r a l G o v e r n m e n t E x p e n d i t u r e s i n 

P r o v i n c e s - 0 . 3 8 8 2 - 2 . 0 6 3 6 
V a l u e A d d e d P e r w o r k e r i n M e d i u m 

a n d Large Scale I n d u s t r i e s 0 . 5 5 1 2 3 . 2 3 7 0 4 
E m p l o y m e n t D i v e r s i f i c a t i o n 0 . 2 6 0 1 7 1 . 3 2 0 0 3 
P r o p o r t i o n o f U r b a n P o p u l a t i o n 0 . 0 7 8 1 1 9 0 . 3 8 3 8 1 
C o n t r i b u t i o n o f t h e P r i m a r y S e c t o r t o 

G R D P A A—* A—* 4 

- 0 . 3 7 2 9 9 1 - 1 . 9 6 9 4 
C o n t r i b u t i o n o f t h e S e c o n d a r y S e c t o r 

t o G R D P 0 . 1 7 3 1 6 3 f\ OA, i n 
0 . 8 6 1 3 3 2 C o n t r i b u t i o n o i t h e l e r t i a r y S e c t o r 

t o G R D P 0 . 2 1 1 6 2 4 1 . 0 6 0 7 7 
P r o p o r t i o n o f P o p u l a t i o n B e l o w P o v e r t y 

L i n e - 0 . 3 8 5 8 1 2 - 2 . 0 4 8 7 
E n r o l l m e n t o f P u p i l s i n P r i m a r y S c h o o l s 0 . 1 4 1 7 1 0 . 7 0 1 3 1 
E n r o l l m e n t o f P u p i l s i n S e c o n d a r y S c h o o l s 0 . 2 7 4 0 1 1 .3985 
D e n s i t y o f P o p u l a t i o n per square K m - 0 . 2 5 8 4 6 1 - 1 . 3 1 0 7 3 
P o p u l a t i o n G r o w t h 0 . 1 8 9 4 0 2 0 . 9 4 4 9 8 

T h e p o p u l a t i o n d e n s i t y has s o m e w h a t nega t ive r a n k c o r r e l a t i o n w i t h 
t h e per cap i t a GRDP. T h i s w o u l d suggest i n t e n s i f i e d t r a n s m i g r a t i o n p o l i ­
cies t o reduce p o p u l a t i o n pressures f r o m some a l r e a d y h i g h l y dense ly p o ­
p u l a t e d r eg ions , p a r t i c u l a r l y o n t h e i s l ands o f Java a n d B a l i . T h e g r o w t h 
o f p o p u l a t i o n , o n t h e o t h e r h a n d , has a p o s i t i v e , t h o u g h n o n - s i g n i f i c a n t , 
r a n k c o r r e l a t i o n w i t h t h e n o n - m i n i n g G R D P . I t seems t h a t i n t h e sparsely 
p o p u l a t e d is lands s u c h as K a l i m a n t a n , S u l a w e s i , t h e i nc reas ing p o p u l a t i o n 
t ends t o increase t h e l e v e l o f G R D P . T h i s w o u l d aga in i n d i c a t e d a p o s i t i v e 
r o l e t h a t t h e t r a n s m i g r a t i o n can p l a y i n inc reas ing t h e l e v e l o f GRDP i n 
sparsely p o p u l a t e d r eg ions . A s e x p e c t e d , t h e inc idence o f p o v e r t y decre­
ases w i t h increase i n t h e p r o v i n c i a l pe r cap i t a GRDP. T h i s r e l a t i o n s h i p 
s t r o n g l y suggests t h a t t h e g r o w t h s t r a t egy w o u l d be a n e f f e c t i v e p o l i c y 
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t o a l l ev ia te p o v e r t y i n I n d o n e s i a . 
W h a t w o u l d be t h e e f f e c t i v e p o l i c y measures t o reduce t h e r e g i o n a l 

i n c o m e d i spa r i t i e s i n I n d o n e s i a ? O u r s t a t i s t i c a l ana lys i s s t r o n g l y suggest 
t h a t t h e C e n t r a l g o v e m m e n t t r ans fe r s , t h r o u g h v a r i o u s t y p e s o f g ran t s , a n d 
also C e n t r a l g o v e r n m e n t e x p e n d i t u r e i n p r o v i n c e s , have b e e n c h a n n e l l e d 
m o r e t o p r o v i n c e s w i t h r e l a t i v e l y l o w e r pe r c ap i t a G R D P c o m b i n e d w i t h 
h i g h l y s i g n i f i c a n t s t a t i s t i c a l r e l a t i o n s h i p b e t w e e n t h e l e v e l o f i n v e s t m e n t 
and p r o v i n c i a l G R D P , t h e c e n t r a l g o v e r n m e n t t r ans fe r s a n d e x p e n d i t u r e 
have e v i d e n t l y p l a y e d i m p o r t a n t r o l e i n r e d u c i n g r e g i o n a l i n c o m e dispa­
r i t i e s . These r e su l t s w o u l d a l so suggest t h a t t h e c e n t r a l g o v e r n m e n t 
s h o u l d c o n t i n u e t o a l loca t e grea ter p r o p o r t i o n o f i t s e x p e n d i t u r e s a n d 
t r ans fe r s t o f u r t h e r b r idge gap i n t h e i n c o m e s o f v a r i o u s p r o v i n c e s . 

A n o t h e r e f f e c t i v e p o l i c y measu re w o u l d be t o l o c a t e m e d i u m a n d 
large scale i n d u s t r i e s i n l o w e r i n c o m e p r o v i n c e s , as i n d i c a t e d b y s t a t i s t i c a l 
r e l a t i o n s h i p b e t w e e n v a l u e added per w o r k e r i n such i n d u s t r i e s a n d t h e 
e m p l o y m e n t d i v e r s i f i c a t i o n w i t h t h e l e v e l o f r e g i o n a l G D P . O u r r e su l t s 
a l so suggest t h a t u r b a n i s a t i o n c e r t a i n l y does n o t p r o m o t e e c o n o m i c 
g r o w t h i n t h e p r e sen t e c o n o m i c step u p . W h i l e some p r o v i n c e s : N o r t h 
S u m a t r a , S o u t S u m a t r a a n d D . K . I . J a k a r t a have h i g h G R D P per c a p i t a 
a l o n g w i t h h i g h e r p r o p o r t i o n o f u r b a n p o p u l a t i o n , t h e r e are some p r o v i n ­
ces w i t h v e r y l o w G R E S * pe r cap i t a a n d h i g h p r o p o r t i o n o f u r b a n p o ­
p u l a t i o n . I n t e r m s o f p u b l i c p o l i c y , m o r e u r b a n i s a t i o n is n o t l i k e l y t o i n ­
crease pe r c ap i t a i n c o m e i n l o w i n c o m e r eg ions . T h i s w o u l d suggest l o ­
c a t i o n o f i n d u s t r i a l en te rp r i se s a w a y f r o m a l ready h i g h l y u r b a n i s e d areas 
p a r t i c u l a r l y i n Java. 

Sp read o f s econda ry e d u c a t i o n a l so has p o s i t i v e r a n k c o r r e l a t i o n 
w i t h t h e r e g i o n a l pe r cap i t a G D P . T h o u g h t h e r e l a t i o n s h i p is s o m e w h a t 
w e a k , y e t i t does suggest m o r e i n t e n s i v e e f f o r t s t o p r o m o t e s econda ry 
e d u c a t i o n i n p r o v i n c e s w i t h i n c o m e s . S e c o n d a r y e d u c a t i o n p r o m o t e s de­
v e l o p m e n t o f h u m a n c a p i t a l , w h i c h i n t u r n , has d i r e c t b e a r i n g o n t h e 
g r o w t h o f r e g i o n a l i n c o m e s . 

V. Conclusion 
I n t h i s paper , w e have a t t e m p t e d t o e s t i m a t e t h e degree o f r e g i o n a l 

d i spa r i t i e s i n n o n - m i n i n g G R D P ( t a k i n g p r o v i n c e as a r e g i o n ) a n d t o i d e n ­
t i f y m a i n c o n t r i b u t i n g f a c t o r s . A l s o , w e have r e v i e w e d some p u b l i c p o ­
l i c ies a i m e d at r e d u c i n g these d i spa r i t i e s . T h e da t a p u b l i s h e d b y t h e B i r o 
P u s a t S t a t i s t i k o n P e n d a p a t a n R e g i o n a l P r o p i n s i - P r o p i n s i d i I n d o n e s i a , f o r 
v a r i o u s y e a r s , w a s used i n these s t a t i s t i c a l excercises . F o r i d e n t i f y i n g m a i n 
f a c t o r s c o n t r i b u t i n g t o r e g i o n a l i n c o m e d i spa r i t i e s , w e used t h e s t a t i s t i c a l 
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t e c h n i q u e o f r a n k c o r r e l a t i o n , since o u r m a i n o b j e c t i v e is t o i d e n t i f y fac­
t o r s w o u l d a l t e r t h e r e l a t i v e r a n k i n g o f p r o v i n c e s i n t e r m s o f t h e n o n -

. m i n i n g per cap i t a G R D P . 
T h e c o e f f i c i e n t o f r e g i o n a l i n e q u a l i t i e s f o r t h e y e a r 1 9 7 5 — 1 9 8 0 

s h o w s a d e c l i n i n g t r e n d i n r e g i o n a l i n c o m e d i spa r i t i e s . E x c l u d i n g t h e i n ­
c o m e f r o m o i l and m i n i n g , t h e degree o f r e g i o n a l i n e q u a l i t y i n I n d o n e s i a 
is e s t i m a t e d a t a b o u t t h e same m a g n i t u d e as i n o t h e r m o s t d e v e l o p i n g 
c o u n t r i e s . I n genera l , t h e p r o v i n c e s w i t h larger per c ap i t a G R D P have e x ­
p e r i e n c e d h i g h e r ra tes o f g r o w t h . I n o r d e r t o i d e n t i f y f ac to r s w h i c h p r o ­
m o t e r e g i o n a l e c o n o m i c g r o w t h , w e have used t h e s t a t i s t i c a l t e c h n i q u e o f 
r a n k c o r r e l a t i o n . T h e r e l a t i v e va lues o f t h e c o e f f i c i e n t s o f c o r r e l a t i o n 
w o u l d i n d i c a t e t h e r e l a t i v e r o l e o f t h e v a r i o u s f ac to r s i n d e t e r m i n i n g t h e 
r a n k i n g o f v a r i o u s p r o v i n c e s o n t h e i n c o m e scale. A m o n g t h e f a c t o r s 
w h i c h are f o u n d t o have p o s i t i v e a n d s i g n i f i c a n t r a n k c o r r e l a t i o n w i t h t h e 
per cap i t a GRDP i n c l u d e : t o t a l i n v e s t m e n t u n d e r R e p e l i t a 1 - I I I ; c e n t r a l 
g o v e r n m e n t e x p e n d i t u r e s a n d t r ans fe r s i n v a r i o u s p r o v i n c e s ; v a l u e added 
per w o r k e r i n m e d i u m a n d large scale i n d u s t r i e s a n d t h e degree o f e m p l o y ­
m e n t d i v e r s i f i c a t i o n . A l s o , spread o f s econda ry e d u c a t i o n assists i n g r o w t h 
o f r e g i o n a l i n c o m e s t h r o u g h d e v e l o p m e n t o f h u m a n c a p i t a l . O u r r e su l t s 
a lso s h o w t h a t the i n c i d e n c e o f p o v e r t y decreases w i t h g r o w t h i n G R D P . 
A s regards t he r e l a t i o n s h i p b e t w e e n GRDP pe r cap i t a a n d p o p u l a t i o n , w e 
f i n d t h a t increase i n p o p u l a t i o n d e n s i t y reduces t h e r e l a t i v e i n c o m e l e ­
ve l s , t h o u g h i n t h e sparsely p o p u l a t e d p r o v i n c e s , t h e g r o w t h o f p o p u l a t i o n 
has c o n t r i b u t e d t o increase i n pe r cap i t a i n c o m e s . 

H o w e v e r , c o n t r a r y t o t h e c o n v e n t i o n a l w i s d o m , w e find t h a t i n gene-
. r a l , u r b a n i s a t i o n is n o l o n g e r associa ted w i t h rise i n pe r cap i t a GRDP. T h e 

f a c t o r s w h i c h t e n d t o reduce t h e gap b e t w e e n t h e r e g i o n a l i n c o m e s a re : 
C e n t r a l g o v e r n m e n t e x p e n d i t u r e s a n d t r a n s f e r s a n d grants t o p r o v i n c e s . 
O u r s t a t i s t i c a l ana lys i s suggest t h a t t h e C e n t r a l g o v e r n m e n t i n v e s t m e n t p o ­
l i c ies u n d e r R e p e l i t a and e x p e n d i t u r e a n d t r a n s f e r i n p r o v i n c e s , p l a y d o m i ­
n a n t r o l e i n r e d u c i n g t h e r e g i o n a l i n e q u a l i t i e s t h r o u g h inc reas ing t h e leve ls 
o f i n c o m e s i n p r o v i n c e s w i t h c o m p a r a t i v e l y l o w e r per cap i t a GRDP. 
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APPENDIX 1. P R O V I N C E AND A L L INDONESIA E S T I M A T E S ON S E C T O R A L 
PROPORTIONS O F NON-MINING INCOME G E N E R A T E D . 

(in Discending order of provincial GRDP/PC 1980) 

Province Proportions of Income Generated 
Primary Secondary Tertiary 

1975 1980 1 Q7S 1 qgn 
n o o 

I 97S 
I I / J 

1 Qftn 

East Kalimantan 37.49 22.44 6.14 4.70 56.37 72.86 • 
T \ 1/" T T _ l — . _ 4 . _ 

D.K.1. Jakarta 
1 A O 

2.09 
1 K 1 

1.62 
1 1 1 c 

17.35 
1 1 o i 

21.97 
O A C K 

80.56 
I K A 1 

76.41 
South Sumatra 38.08 1 1 1 1 34.34 16.98 28.20 45.66 37.48 
Central Kalimantan 55.26 l i o n 42.89 D O I 

8.02 19.58 36.72 37.53 
Nortn bumatia C I C I 

51.54 49.29 O C 0 

9.58 
1 1 /I c 

12.45 
1 0 o o 

38.88 
1 O I K 

38.26 
North Sulawesi 45.47 47.68 8.17 6.08 46.36 46.24 
M a l U K U K C C I C 

05.56 
C C 1 Q 

55.18 
1 o i 3.03 1 O A 

/.94 
1 1 A 1 

31.41 
I K 0 0 

36.88 
Irian Jaya C I c 

52.5 
C I tin 51.67 1 1 1 2.33 1 0 . 1 

7.94 
A C 1 1 

45.17 
A A 1 A 

40.39 
Kan >IQ 1 1 

48.33 
1 1 C Q 

42.58 
1 1 1 o 

11.18 
1 1 1 o 

13.39 
A A A O 

40.49 
A A A I 

44.03 
Riau 1/1 1 1 34.32 1 C 0 1 

35.81 
1 1 1 7.12 1 £ o 

7.69 
C O C K 

58.56 
C K C A 

56.50 
west Kaiunantan C I I K 

52.26 
A 1 O K 

41.06 
1 1 l o 12.20 1 1 o c 1 /.95 1 c C A 

35.54 
A A O O 

40.99 
Aceh 1 C Q A fic 0 1 85.92 C I K 5.20 1 1 1 3. / 3 1 ft O O 18.90 1 o 1 C 10.35 
C/asi Java A i cn 

1 1 . 0 0 
I K O A 1 7 K 1 1 7 O f t A O 1 1 A K O f t * r O . U O 

West Java 45.18 39.09 11.81 17.76 43.01 44.15 
Jambi 53.49 51.95 9.06 26.47 37.45 21.58 
South Sulawesi 53.94 49.18 12.29 5.96 33.77 44.86 
South Kalimantan 42.47 31.86 4.73 5.54 52.74 62.60 
West Sumatra . 43.28 35.76 14.03 15.95 42.69 48.29 
Lampung *• 56.55 45.79 8.73 10.24 34.52 43.97 
Bengkulu 59.39 47.10 6.81 13.50 33.80 39.40 
South-East Sulawesi 63.38 55.53 3.92 3.41 32.70 41.06 
Central Sulawesi 60.63 52.30 3.75 9.87 35.62 37.83 
Central Java 40.57 40.70 18.38 14.08 48.95 45.22 
D.I . Yogyakarta 37.84 39.64 14.95 16.43 47.21 43.93 
East Nusa Tenggara 62.18 60.94 5.63 5.13 32.69 33.93 
West Nusa Tenggara 54.45 68.85 4.93 10.76 40.62 20.39 

Sources : Computed from Biro Pusat Statistik, Pendapatan Regiorud Propinsi-Propinsi 
di Indonesia 1976 - 1980 and 1975 - 82, Jakarta, and Statistik Indonesia, 
1984, Jakarta. 
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APPENDIX I I . GROSS R E G I O N A L DOMESTIC PRODUCT, GROWTH R A T E , 
V A L U & A D D E D IN L A R G E S C A L E I N D U S T R I E S AND E M P L O Y M E N T 

D I V E R S I F I C A T I O N IN P R O V I N C E S , 1980. 

Province Non-Mining Growth of Percent of Employ­
(According to dis­ GRDP Per per capita Value-Added ment Diver­
cending order of Capita 1980 non-mining per worker in sification 

GRDP/PC) (Constant G R D P Medium and 
1975 prices) 1975-80 Large Scale 

Industries 

East Kalimantan 301,470 8.3 €8 0.68 
D . K . I . Jakarta 264,620 6.2 „• 82 0.76 
South Sumatra 145,320 7.8 SO 0.52 
Central Kalimantan 140,080 11.6 45 0.39 
North Sumatra 130,470 6.64 57 0.49 
North Sulawesi 119,330 8.31 4 0.60 
Maluku 118,920 6.49 27 0.42 
Irian Jaya x , v 112,880 7.08 61 0.45 
Bali • 112,170 10.5 23 0.65 
Riau 109,300 3.8 - ; 43 0.53 
West Kalimantan 105,770 6.8 61 0.32 
Aceh 99,720 0.5 38 0.42 
East Java . 95,530 7.8 • 57 0.59 
West Java , 95,200 6.0 ft 56 0.67 
Jambi . 93,730 5.9 ^ V 48 0.40 
South Sulawesi ft. 92,210 6.7 , / ft. % 23 0.55 
South Kalimantan ftj 85,360 3.9 '.ft 44 0.52 
West Sumatra 82,160 6.7 , 19 0.53 
Lampung 82' l lO 2 . 7 ' ft > ' 7 ' .. 0.38 
Bengkulu 80,670 9.3 ft ft. .) 29 .... 0.29 
South-East Sulawesi . 79,140 4.4 * ft .6 0.43 
Central Sulawesi 75,470 6.1 3 .... . 0.39 
Central Java 69,090 4.3 ft 52 0.62 
D.I . Yogyakarta 67,860 3.8 - 41 0.65 
East Nusa Tenggara 53,630 6.7 17 0.33 
West Nusa Tenggara 53,330 5.2 8 0.52 

Sources: Biro Pusat Statistik, Statistik I n d o n e s i a , 1 9 6 4 . 
, Manufacturing Statistik Vol. I & I I , 1980, 1982. 
, Results of the 1980 Population Census. 
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APPENDIX I I I . GROSS DOMESTIC PRODUCT, C E N T R A L G O V E R N M E N T 
E X P E N D I T U R E AND I N C I D E N C E O F P O V E R T Y IN P R O V I N C E S , 1980. 

Province Per Capita Central Central Incidence Percent of 
(According to GDP Non- Govem­ Govem­ of Poverty Total Invest­

discending order Mining ment Ex- ment trans- f fyf vN _ 1 

\jo Fopula-
ment Under 

rtf Pr=//=Dr\Di or r C / L r K D r ) (constant penditure ters as 70 tion below 3̂AH4̂ 1IAA T 

Kepelita 1 — 
1975 ( % of non- CjKiHr/ri.. roverty TTT i l l 

prices) mining 
GDP) 

Lines) 

East Kalimantan 301,470 16 ••V 2- 13.4 3.9 
D . K . I . Jakarta 264,620 23 18 16.9 17.8 
South Sumatra 145,320 13 ' v ft" 7- 13.6 3.0 
Central Kalimantan 140,080 17 I S 12.3 0.7 
North Sumatra 130,470 12 8 20.4 3.3 
North Sulawesi 119,330 19 15 32.7 0.8 
Maluku 118,920 15 12 39.0 0.9 
Irian Jaya 112,880 34 11 7.8 7.1 
Bail 112,170 18 14 38.3 4.0 
Riau 109,300 16 13.3 1.5 
West Kalimantan 105,770 17 14 9.4 1 K 

3.6 
Aceh 99,720 22 5 0 . 8 Q K 

y.6 
East Java 95,5 30 9 1 54.9 1 Q K 

29.6 
West Java 95,200 13 .8 32.7 0.4 
Jambi 93,730 OKI . 21 7.9 1.0 
South Sulawesi 92.210 14 11 42.3 1.3 
South Kalimantan 85,360 23 19 l i e 12.5 , K 

1.6 
West Sumatra 82,160 20 17 14.0 0.8 
Lampung 82,110 13 11 45.5 0.4 
Bengkulu 80,670 38 ft, ft, 28 21.0 0.1 
South-East Sulawesi 79,140 72 28.8 0.6 
Central Sulawesi 75,470 27 --m ft 49.1 6.6 
Central Java 69,090 11 .,ft.' +9 57.9 0.3 
D.I . Yogyakarta 67,860 22 17 56.9 0.3 
East Yogyakarta 53,630 27 24 56.6 0.3 
West Nusa Tenggara 53,330 23 21 50.0 0.1 

Sources: P i i o Pusat Statistik, Statistik I n d o n e s i a , 1984, 
Pendapatan R e g i o n a l Propinsi-Propinsi D i I n d o n e s i a , 1986 - 80 and 
State of Local Finances, (First Stage Government) 1982. 
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APPENDIX IV. GROSS R E G I O N A L DOMESTIC P R O D U C T AND 
DEMOGRAPHIC P A T T E R N S IN P R O V I N C E S , 1980. 

-

Provinces rer capita 
1 A /A/-. t4 mm n 4/"\ 

"0 v/\ccoraing xo 
PR T I P M n n 

u j i x LJi IN on-
/o uroan ^ ^ K - k v i 111 f i -4-1 K - m 

ropuiation 
Annual 

/ 1 i o / i £ * T i / I i n Y T n n / i a i * 

lusociiuiiig unucr 
i i M l m n r T I n / i n — 

iviimng (con-
rupuidiiun iHcnsixy per 1 2 1 - 1 1 1 1 «i 4 l ct n 

Topuiation 

prices) 
sq Km fjiowin 

East Kalimantan •5 ni A T A 

301,470 51 6 5.7 
D . K . I . Jakarta 264,620 96 11023 3.9 
South Sumatra 145,320 31 . 45:,̂ , 3.3 

/ ~ 1 _ . 1 T Z - . l - J . 

Central Kalimantan 

140,080 23 ' 18 3.9 
X T ^ A . l _ C J. 

North Sumatra 130,470 35 i • 118 2.6 
X T J 1 f i _ , 1 _ , _ . . ^ . - 1 

North Sulawesi 119,330 33 . , 111' 2.3 
Maluku 118,920 24 2.9 
Irian Jaya A A r^ (~t Ci r\ 

112,880 78 j , • 3 2.7 
Bali 112,170 57 .ft 444 1.7 
Riau A r\f\ -t c\f\ 

109,300 49 ? t 23 3.1 
West Kalimantan 105,770 33 ft ' ..- ft' ' 17 2.3 
Aceh 99,720 24 47 2.9 
East Java 95,530 62 1.8 
West Java • - 95,200 51 ft: ,|ft3 2.4 
Jambi 93,730 15 c/-. 32ft- • 4.1 
South Sulawesi 92,210 49 >7 • 83 • 1.7 
South Kalimantan 85,360 45 • 83 2.2 
West Sumatra 82,160 21 68 2.2. 
Lampung 82,110 24 .ft/ft :/.ft 139 i 5.8 
Bengkulu 80,670 17 36 4.4 . 
South-East Sulawesi 79,140 20 . '••i 18" - 3.9 
Central Java 69,090 56 742 1.6 
D.I . Yogyakarta 67,860 66 ft"'- -868: .'.ft 3.9 
East Nusa Tenggara 53,630 56 57 1.9 
West Nusa Tenggara 53,330 57 135 2.4 

Sources: Biro Pusat Statistik, Statistik I n d o n e s i a , 1984. 
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