TABLE OF CONTENTS

APPROVAL PAGE ...ttt v
LEGALIZATION PAGE ..., Error! Bookmark not defined.
Y/ N N 1 SO PEPPR \
ACKNOWLEDGEMENTS ..ot Viii
TABLE OF CONTENTS ...t Xi
LIST OF TABLES ...ttt r e e e e X1V
LIST OF FIGURES ...ttt e e XV
LIST OF APPENDICES. . ..... ..ot Xvi
A B ST R A CT e a e e e e e e e e XVii
AB ST RAK .. e e a e e e e e XViii
CHAPTER | : INTRODUCTION ..ooiiiiiiiei et 1
1.1, Background Of STUAY .......cceeeiiuieeiiiieiiee e 1
1.2.  Problem FOrmulations............cccoiiiiiiniiiiiieie e 6
1.3, Research ODJECLIVES......cccvie it 6
1.4,  Research ContribULIONS .........cccuviiiiiiiiiii e 7
1.5, Systematics Of WItING ........ccovvieeiiiieiii e 7
CHAPTER Il : REVIEW OF RELATED LITERATURE ........ccccoviiiiiiiieniee, 9
2.1. LITErature REVIEW ......oiiuiiiiiiiiie sttt 9
2.2. TheoretiCal REVIEW ........ccccoiiiiiiiiiie ittt 13
2.2.1  Economic DeVelopmENt..........cccvveiiiriiiiie e 13
2.2.2.  Economic Growth ModelS ..........ccceiiiiiiiiieiiece e 15
2.2.3.  Income INeqUAlIty ........cc.eeeiueeeiiieccee e 18
2.2.4.  Gross DOmMESLIC PrOAUCE .........ccceivieiieeiie e 20
2.2.5.  Human Development INAEX ..........coovvveiiiieiiiec e 22
2.2.6.  MINIMUM WaAQE........ccoiiie et 23
2.2.7. INFIALION ....ooiiiiie e 25
2.3.  Theoretical FramewWork ...........cooiuiiiiiiiiiiie e 28
2.4. Hypotheses FOrmulation ...........ccccveeiiiiiii i 31
2.4.1.  ECONOMIC GIOWEN......coiiiiiiiiii e 31

Xi



2.3.1.  Human Development INAEX .........cceiiieiiiiiieiiie e 32

2.3.2. MINIMUM WaAQE......coiiiiiiiiiiieiee et 33
2.3.3. INFIALION ..o 33
CHAPTER 111 : RESEARCH METHOD ...
3.1. Data Collection Method ............ccceiiiiiiiiiie e 34
3.2, Research Variables ...........cooiiiiiiii e 34
3.2.1.  ECONOMIC GrOWEN......ccciiieiiie et 35
3.2.2. Human Development INAEX .........ccveiviriiiiiiieniieiiecee e 35
3.2.3. MINIMUM WAJES ...ttt 35
324, INFIALION ... 35
3.2.5.  INCOME INEQUATILY ...oovviiiiiiiiiiee e 35
3.3, ANalySiS TECANIGUE......uieiiiiiee e 36
3.3.1.  Panel Data Method ...........ccccueeiiiriiiiie e 36
3320 MOGEIS. ... 38
3.3.3.  Hypothesis TESHING ...cccvvveiiiieeiiire e 39
CHAPTER IV : DATA ANALYSIS AND DISCUSSIONS........ccccooviiriieiiiennn,
4.1, Datad ANAlYSIS .....oeeeiiieeiriie et 41
4.1.1. IncOmMe INEQUAITLY ..c..vveeiiiiece e 41
4.1.2.  ECONOMIC GrOWLN.....ccuviiiiiiiieiic et 41
4.1.3  Human Development Index (HDI1) ........cccooveiiiieiiiicciic e, 43
4.1.4  MiINIMUM WAQES ...ccvvveeiiiee it eciree et ste et stee e sraa e saneesane e 44
4,15 Tlnflatiommees. B e it § o e ik e 45
4.2 Panel Data EStMAtION.........ccoveiiiiiiiiiieie e 46
4.3 Fixed Effect MOGel ........coovviiiiei e 48
A4 CroSS EfFECE ... 50
4.5 Period EFfeCt......c.coiiieiiiiie e 51
4.6 HypOthesis TESHING .....cciiviieiiie et 51
4.6.3 TSt 51
B.6.4  F-TOSt ittt 52
4.6.5  Coefficient Determination...........ccccooueeeiieeeiiiie e 52
4.7 Model INterpretation .........oocvviiieiiiiie e 54

Xii



4.7.3  Impact of Economic Growth towards Income Inequality................ 54

4.7.2.  Impact of Human Development Index towards Income Inequality 55

4.7.3. Impact of Minimum Wages towards Income Inequality ................ 56
4.7.3. Impact of Inflation towards Income Inequality...........cccccoeerivieninnn 57
CHAPTER V : CONCLUSIONS AND RECOMMENDATIONS...........ccveeen 59
5.1 CONCIUSION. ..ottt 59
5.2, ReCOMMENTALIONS. .......eiiiiiiiiieiiie it 60
REFERENGES ...ttt e 61
APPENDICES ... .. 63

Xiii



LIST OF TABLES

Table 1.Gini Ratio West Java PrOVINCE .......c.coovviveiiiireiiiie e see e siee e 41
Table 2. CroSS EFFECT.......ccoiieiiie et 63
Table 3. Period EFFECE ......ccvveeiiie et 64
Table 4. Fixed Effect TeSt RESUIL ...........eoeeiiieeiiie e 65

Xiv



LIST OF FIGURES

Figure 1. Inverted U-Shape ........cccooiiiiiiiiiieee e 18
FIQUIE 2. LOTENZ CUIVE ..ottt 18
Figure 3. West Java’s Economic Growth...........ccccoovviiiiiiiiiiiiiicc e 42
Figure 4. West Java’s Human Development IndeX .............cccoceoviiiininnen 44
Figure 5. West Java’s Minimum Wage............ccooviiiiiiniiiii e 58
Figure 6. West Java’s Inflation............ccoocvviiiiii e 59

XV



LIST OF APPENDICES

RESEAICIH DA ... .ceiieieeiiie ettt 63
Common EFfeCt MOGEL..........cuviiie e 65
Fixed EffeCt MOUEI ......cveieeee et 66
Random Effect MOl ............ooo e 68

XVi



