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Abstract: : Nearly two decades, the issue of education inequality in Banten Province has not
been resolved optimally. This study examines the influence of education budget, poverty,
income inequality, and economic grotwh factors on education inequality. The measurement of
education inequality was used in the formulation of school standard deviations. The analysis
model used is multiple regression. The data used is secondary data from the period 2001 -
2019 which was sourced from BPS Banten. The results showed that the education budget and
inequality were contributed in reducing education inequality, while poverty and economic
growth were not proven to be able in reducing education inequality. The government should
reduce income inequality and poverty by providing access to income enhancement, and
building school infrastructure to remote villages.
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INTRODUCTION

Nearly two decades after
becoming an autonomous region, the
issue of education inequality in Banten
Province is still being a concern for
researchers and policymakers. The
problem of education inequality is not
only occurred inter districts or cities, but
also there is the education inequality
between rual and urban areas, North
Banten and South Banten, also men and
women. Studies of education inequality
include education inequality according
to location characteristics, between
genders, between regions, even between
countries.

To find out the education
inequality, there are several indicators,
comparing the population education
level based on gender, income groups,
standard deviation of school, litercy
rates, average years of schooling, Gini
index, Enthrophy index, and Theil index
(Ram, 1990; Thomas, Wang, & Fan,
2001).

Income in each capital is one of
the important concepts in a country's
economy. According to Todaro & Smith
(2015), gross national product per capita

is the frequently used concept as a
benchmark for the level of population
economic welfare in a country. The
concept of per capita income is used by
Kuznets in analyzing income inequality.
Professor Kuznets, who has been
instrumental in pioneering the analysis of
historical growth patterns in developed
countries, argued that in the first stages of
growth, the distribution of income or
welfare tends to be worsening, but in later
stages, it will increase.

Abdelbaki (2012) analyzed income
inequality and education inequality in
Bahrain from 1980-2006. The study
produced a positive relationship between
the level of income inequality and
education inequality. Whereas Bustomi
(2012) strengthened the results of
previous studies by concluding the study
results, which is if income inequality as
measured by Gini ratio is increasing with
the assumption of ceteris paribus.

Another study found that in
developing countries, there has no been
downward trend in income inequality,
with  education inequality declining
slightly (Lam, 2020). Even, there are
more assertive the studies suggesting
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educational inequality leads to income
inequality or vice versa (Obasuyi &
Rasiah, 2019)

The existence of the government
is an important factor in the distribution
of education. The study of (del Granado,
Fengler, Ragattz, & Yavuz, 2007,
Wardhana, Kharisma, & J., 2019) stated
that public expenditure plays a role in
determining the level of education
participation. The coefficients for the
expenditure of education are positive

and  significant in  all  model
spesification. The higher of the
education budget allocation, so the

higher of the education participation
rates.

Baldacci, Clements, Gupta, &
Cui (2004) found that a positive
correlation between public expenditure
enhancement in education and health in
86 developing countries with an
enhancement in education and health
outcomes. The same finding was
conducted by (Doriza, Purwanto, &
Maulida, 2013; Suryadarma, 2012). A
similar result, (Rajkumar & Swaroop,
2008), found that there is no significant
relationship between public expenditure
on education and dropping out of school.

The challenges in the economy,
one of which is stagnation in poverty
reduction (World Bank, 2020). Poverty
is seen as an inability from the economic
side to fulfill the basic needs of food and
measured in terms of expenditure of
food. Thus, the Poor Population is the
population that has an average
expenditure monthly under the poverty
line (BPS, 2018). Todaro & Smith
(2015) divided poverty based on its
causes, natural and structural poverty.
(Mankiw, 2015) stated that most people
would like to increase the amount and
quality of the goods and services which
they consume. Some previous empirical
studies related to the effect of education
on poverty showed that education has a
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negative effect on poverty (Nurdyana,
Budiono, & Fahmi, 2012).

Another approach, Ram (1990)
proposed several variables such as
education level and inequality, as well as
an economic structure that explained the
relationship between income distribution
and economic growth. In 2001 the value
of gini ratio was 0.26 and in 2019 it was

0.37.This represents an increase in
income  inequality of  0.11.While
economic growth in Banten in 2001

amounted to 3.95% and in 2019 by 5.54%
or up 1.58% (BPS, 2001, 2020).

Banten Province is one of the new
expansion areas after the reformation in
Java and directly adjacent geographically
by the Capital Region, has the highest
number of population among the new
autonomous regions at the provincial
level (BPS, 2020), ranked 4th among the
new autonomous regions.

Banten is interesting to be the
location or object of research on the
condition of education inequality in
Banten Province. There are still research
gaps on the effect of the education budget,
income inequality, and poverty on
economic growth. Therefore, authors
examine the influence of the education
budget, poverty, income inequality, and
economic growth on education inequality
in Banten Province.

LITERATURE REVIEW

The theory of human capital is a
flow of economic thought that considers
the human resources are considered as
capital goods which can determine the
efforts to achieve benefits and
productivity as other forms of capital,
such as technology, machinery, land, and
money. Schultz (1961) considered the
foundation of the theory of human capital
because in the United States Association
Economicts contains the main message,
namely the process of acquiring
knowledge and skills through education is
not merely a consumptive activity, but a



form of human investment. But in the
1970s, the human capital theory had
experienced a dim period, because there
are doubts about the role of education on
economic growth in several countries
(including countries that received World
Bank assistance).

Furthermore (Psacharopoulos &
Patrinos, 2002), and other neoclassical
researchers have been proven that
education has a contribution economic
growth and development, without
ignoring the contribution of physical
capital. Government Regulation Number
47 of 2008 about Compulsory education
is the implementation of Provision 34
paragraph (4) of Law Number 20 of
2003 about the National Education
System and Provision 5 paragraf (2) of
1945 Constitution of the Republic of
Indonesia. Compulsory  education
programs are held to provide services
broadest possible basic education to

Indonesian  citizens  regardless  of
religious, ethnic, social, cultural and
economic backgrounds. Every
Indonesian  citizen of compulsory

education has the right to get quality
education services and his parents are
obliged to provide opportunities for their
children to get basic education
(Pemerintah Republik Indonesia, 2008).

Inequality or equal distribution of
education has broad meaning not only in
terms of obtaining education
opportunities but also after becoming
students must be treated equally to get
the education and develop their potential
to be tangible optimally. To measure the
education inequality by using school
standard deviations  (Inter-American
Development Bank, 1999; Ram, 1990).
While other measures of education
inequality were formulated by (Thomas
et al., 2001).

In modern  macroeconomics,
government policies in the fiscal sector
need to be explored so the effects of
those policies could be felt. According
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to Roubini & Sachs (1989) there are at
least 3 (three) reasons for government
policies to be carried out. First, the
increasing the government role in the
modern industrial economy. Second, in
modern economic theory emphasizing the
individual expectations of future policies
as an important part of their process in
decision making. Third, many economists
have criticized macroeconomic policies
which affected in poor macroeconomic
performance of most of the world's
economies since the early 1970s.

Goods and services that should be
provided by the government are the
subjects of much political and economic
debate, but economits generally agree that
government has a special role in
providing public goods, such as national
defense, which are difficult or impossible
to provide by the private sector
(Williamson, 2018). In addition, the
government has a greater role in
providing public services, one of them is
the education budget.

Related to the funding policy in
education, the government has determined
that the allocation of funds for education
is 20% of the APBD. This is stated in
Law Number 20 In 2003 about the
National Education System Provision 49
Paragraph 1, namely "Educational funds
other than teacher salaries and the State
Budget (APBN) in the education sector
and a minimum of 20% of the APBD”
(Pemerintah-DPR, 2003). The simplest
form of the budget is a document that
describes the financial condition of
revenues and expenditures presented in
monetary terms and will be achieved in a
certain period by including past data as a
form of control and performance appraisal
(Andrianto, Syamsurizaldi, Zetra, &
Koeswara, 2019).

Budget policy implementation is
carried out with a top-down approach
(based on operational and technical
guidelines). Without prioritizing the
principles of budget management, they
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are  government-oriented, minimal
participation, and public support. The
implementers are dominated by the
government, interest groups, and
community organizations without
involving the society. The study of
education budgets with education
outcomes (Rajkumar & Swaroop, 2008)
and disparity in access to education
(Doriza et al., 2013).

Income inequality is a very
important  issue  for  economists,
politicians, and social science

researchers. It is proxied with the Gini
ratio and World Bank criteria. The Gini
coefficient is used to measure the
inequality of income by income class. If
a country has a perfectly equitable
distribution of income, then 10% of the
first population also received 10% of all
national income, 20% of the population
20% of national income, 50% of the
population 50% of national income, 75%
from population 75% of national income
and so on. (UNDP, 2019).

The distribution of expenditure
per capita per month of the bottom 40%
of the group and the high-spending 20%
group in March 2020 increased by
0.18% points and 0.22% points
respectively, while per capita spending
per month of the middle 40 percent
population decreased by 0.40 percentage
points. The conditions of income
inequality in Banten in 2016 was 0.39
and in 2020 by 0.36 or decreased by
0.03 (BPS, 2020). This decrease can be
interpreted as an increase in the
equalization of the income of the
population or welfare increase of 3%.

Someone can be said to be poor
or live below the poverty line if income
or access to goods and services is
relatively low. A person is declared poor
if his income level or standard of living
is absolutely below the subsistence
level. In general, poverty is the inability
person to fulfill the standard needs of
every aspect of life. According to Sen
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(1999) poverty is more related to the
inability to reach the standard of living.

To measure poverty there are
several measurement methods, for
example, the World Bank uses an income
measure is less than $ 1.9 per day based
on purchasing power parity (World Bank,
2018). Even though, countries with a
poverty line level of US $ 1.9 per day are
very poor countries (Ferreira et al., 2016).
While the poverty line in Banten in 2018
is if monthly per capita expenditure is less
than IDR 668,740. If using a food poverty
line, so the population expenditure to
fulfill the food is at least 2,100 calories
per capita per day (BPS, 2018).

METHOD

The method used in this study is a
descriptive quantitative research method
with a correlational research design . This
study can be categorized as an empirical
study. As an empirical study, testing the
hypotheses in this study is used empirical
data and then carried out the analysis. The
data in this study is the type and source of
data required in the study are education
budget data, school deviation standards,
educational inequality, poverty, and
economic growth. The education budget
is the logarithm value of the budget
amount for the program according to
education  affairs beyond transfer.
Inequality in schooling is represented the
standard deviation of the educational
distribution for each observation. It is
better because it hs the same dimension
and unit as the mean (Ram, 1990). The
variable value is zero when mean is zero.
While the economic growth variable was
measured by economic growth according
to constant 2000 prices, the poverty
variable was measured by the proportion
of the number of poor people in the form
of a percent, and the income inequality
variable is measured by the Gini ratio.

The data used are secondary data
sourced from the BPS publications, BPS
Banten Province, BPS Regency or City in



Banten, the Education Authorities and
other agencies during the period 2001 -
2019. The model of education inequality
in  Banten adapted the model
(Digdowiseiso, 2012; Ram, 1990;
Thomas et al., 2001).

RESULT AND DISCUSSION

The school standard deviation
(SSD) is an indicator of education
inequality inter-resident and region. The
higher of SSD value showed education
inequality inter residents was higher, or
otherwise. Table 1 shows that the mean
and standard deviation of the school
standard deviation variables are 0.096 and
0.019. This means that most of the
population in Banten has a low level of
education compared to the population
with high education. This also showed
that the variation in education level among
individual society is still high.

The education budget variable
showed that the mean and standard
deviation values of the education budget
variable are 5.220 and 0.621. This means
that the mean of the education budget
allocated is still small because mean is
IDR 165.96 billion, highest is IDR
1.629,29 billion, and minimum IDR
4.405,54 billion. It is less than 20% of the
total realization of regional expenditure as
stated in Banten Province.

Table 1. Descriptive Statistics of
Study variable

Aspect SSD Log EB POV EG GR

Mean 0.096 5.220 7.66 5.62 0.352
Max. 0.126 6.212 1724 7.13 0.420
Min. 0.075 3.644 4,94 3.95 0.260

Std. Dev  0.019 0.622 285 0.79 0.050
Obs 19 19 19 19 19

Source: Data processed (2020), Eviews 9

The calculation results in table 1
illustrate that the mean and standard
deviation of the poverty variable are 7.66
and 2.85. The variation in the number of
poor people in Banten is still relatively

Jurnal Ilmiah Ekonomi dan Bisnis
Vol. 17. No.2, September 2020 : 131-140

EISSN : 2442 - 9813

ISSN : 1829 - 9822

high. The mean and standard deviation of
economic growth variables are 5.62 and
0.79. So it can be stated that the variation in
economic growth is relatively small so the
economic growth is relatively slow. While
the mean and standard deviation of income
inequality variables are 0.35 and 0.05. This
means that the average of income inequality
during the study period was 33%, which
was classified as low because < 35%, the
lowest income inequality was 26%, and the
highest was 42%. The figure of 42% shows
that the level of income inequality is
relatively high because > 35%. The
variation in income inequality is relatively
small.

The authors tets a classic
assumption. The test results show that the
model has avoided the problem of the
residual  normality, multicollinearity,
heteroscedasticity, and autocorrelation. It
means that the regression model is
feasible to proceed the analysis.

The estimation results show that
the wvalue of the education budget
coefficient (LOG_AP) is minus 0.026 and
significant 1% which means that every
1% increase in the education budget can
reduce education inequality by 2,6%,
assuming cateris paribus or otherwise.

Table 2. Estimation Results of
SSD Model (Dependent Variable) with
the OLS Model

Variable Model 1 Model 2
LOG_AP -0.016*** -0.026***
(0.005) (0.008)
POV -0.003
(0.002)
GR -0.172** -0.214***
(0.071) (0.069)
PE - -0.001
(0.004)
Constanta 0.238*** 0.340***
Observation 19 19
R? 0.7731 0.8010
F-stat 17.043 14.096
Prob (F-stat) ~ 0.0000 0.0000

Source: Data processed (2020), Eviews 9 Note:
*p < 0.1, **p < 0.05, ***p < 0.01

In the model 2 (see table 2) that the
coefficient value of the poverty variable
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(POV) is minus 0.003 and is not
significant statistically. This result can be
interpreted that every 1% increase in
poverty, it would reduce education
inequality by 0.3% with the assumption of
Cateris Paribus, or otherwise, but not
significant. This means that poverty is not
an effort barrier to reduce education
inequality in Banten Province. While the
economic growth coefficient (PE) value is
minus 0,001 and is not statistically
significant. While the income inequality
coefficient (GR) between income groups
is minus 0.214 and significant by 1%,
which means every 1% increase in income
inequality, it will reduce education
inequality by 21.4% with the assumption
of cateris paribus, or otherwise.

The estimation results in model 1
(without economic growth variables) and
model 2 show identical results, both of the
magnitude of the coefficient value and the
significance value, so the authors decided
to analyze and discuss the research results
of model 2. Simultaneous test results of
multiple regression models (models 2) in
table 2 shows that the F-test value of
14,096 and probability 0,000, which at
least there are two variables namely the
education budget and income inequality
affect education inequality in Banten
Province. This equation gives R? of 0.801
which means that variability in education
inequality can be explained by variability
in education budget, poverty, economic
growth, and income inequality of 80.1%,
while 19.9% is explained by other
variables.

The results of this study revealed
that there is a negative correlation
between government expenditure in
education with education inequality in
Banten. It has proven significant
statistically. The current study confims
with previous studies conducted by
(Doriza et al., 2013; Wardhana et al.,
2019) found that special allocation funds
for education and local own-source
revenue could reduce basic education
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distribution. At the same time, Suryadarma
(2012) found that public expenditure on
education had a positive and significant
effect on education participation, but public
expenditure didn’t significantly correlate
with school performance.

This result does not confirm with
the study which that government
investment variables in education have a
contribution in influencing education
inequality in a region. This study is also not
in line with the result by Bustomi (2012)
that found a negative relationship between
the two variables. In other words, the
increase in government expenditure in
education would be followed by a reduction
in education inequality.

The budget allocation in the field of
education in Banten Province is still
relatively low and has not fulfilled 20% of
the total available budget, since 2019 the
allocation of education budget has reached
17.34% without transfer and 17.74% with
transfer (Kemendikbud, 2019). However,
when compared to 2017 is IDR 681.2
billion or 8.74% (Kemendikbud, 2017), the
budget allocation for education affairs has
increased significantly, which is 7.6%.
Therefore, the education budget allocation
needs to be increased in order to have a
significant influence.

The result of the study found no
significant evidence that poverty could

inhibit education equality in Banten
Province. Although, this finding is
statistically insignificant, it can be

preliminary information that the problem of
poverty in Banten must be reduced, so it
does not become an obstacle in
development. The results of this study don’t
confirm with the study conducted by
Syofya (2018) which stated that poverty
contributed to human development. Other
studies that did not confirm this study are
studies conducted (Chowdhury & Hossain,
2018) have found that children from poor
families are relatively fewer which enrolled
in schools than rich families. Poor parents
prefer their children to work of help parents



to fulfill their life needs than enroll their
children in a school. This factor is
strongly correlated with economic factors,
namely the problem of poverty or the
economic ability of parents with a
percentage level of 45.06% (BPS, 2014).
Education inequality that occurred
showed the inequality of access and
education equality. This study found that
the inequality in income had a negative

and significant effect on education
inequality.  Contrary  finding  was
conducted by Digdowiseiso (2012)

examined the relationship of education
examined the correlation of education
inequality and income inequality in 23
provinces in  Indonesia, education
inequality has a positive relationship with
income inequality. Other reseacher also
found a positive relationship between
income inequality and the education
inequality (Abdelbaki, 2012), but not
significant (Bustomi, 2012).

The curent study doesn’t confirms
with prevous study which produced by
(Lam, 2020; Obasuyi & Rasiah, 2019)
found that income inequality contributes
less to reducing educational inequality.
The decline in educational inequality did
not use instruments of income, but used
other non-income policy instruments.

The state of income inequality
between income groups in Banten as
measured by the Gini ratio for 10 years
showed an increase, ie from 0.35 in 2008
to 0.37 in 2018, or an increase of 5.71%
(BPS, 2020). This increase was caused by
regional inequality because it has not
uneven production of goods and services
in Banten Province. Therefore, the
regional government of Banten Province
should pay attention to the resources that
are each located in the regency or city of
Banten and improve human resources
(Irkham, 2019). Development is still
concentrated in urban areas than rural
areas, so development outcomes cannot be
enjoyed equally.
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The implication of study findings
related to the education budget is the
Provincial Government of Banten continues
to increase the allocation of the education
budget in accordance with the mandate of
the law, which is 20%. The level of
supervision of the education budget is
expected to be carried out properly by
involving all education stakeholders to be
able to touch the substance of better
education needs.

Although the research hypothesis
determined that poverty has a significant
effect on economic growth, but this results
are otherwise. Therefore, this study has
implications that poverty reduction must
continue to be pursued by the government,
particularly the Provincial Government of
Banten. Decreasing poverty certainly
involves many parties, because the factor of
poverty is multidimensional. In addition,
poor populations who are touched by
education are still very few.

Income inequality is proven to have
signficant effect on education inequality in
Banten. This result has implications that
income inequality can increasingly hamper
education equity. The efforts to reduce
income inequality are carried out by

downstream  industrial  mother  and
component industries in industrial zones,
developing  agro-industry  based on
agricultural and marine potential, and

developing creative industries (Muttaqin,
2018).

CONCLUSIONS AND SUGGESTION
The results of the study can be
concluded that the education budget and
income inequality has a significant effect on
education inequality in Banten Province,
but poverty and economic growth did not
significantly reduce education inequality.
Related to the results of the study, the
education budget contributed negatively
and significantly to education inequality in
Banten Province. The lack of contribution
to the education budget is caused by two
things, first, the lack of allocation of the

137



Jurnal Ilmiah Ekonomi dan Bisnis
Vol. 17. No.2, September 2020 : 131-140
EISSN : 2442 - 9813

ISSN :1829 - 9822

education budget provided and second, the
distribution of the education budget that is
not well targeted, as a result, the need for
education implementation is not fulfilled.

Poverty proved not to be an
obstacle in the government's efforts to
reduce education inequality in Banten.
Meanwhile, economic growth is not able
to reduce education inequality in Banten
Province. The income inequality is the
biggest  contribution in influencing
education inequality. As more people did
not enjoy the outcome of development,
then there are only a few people who
graduated the education at a higher level.

Education budget policies are
more focused on providing school
infrastructure in villages and subsidizing
education costs or increasing education
scholarships for poor families which are
expected to free up the education costs
that have been borne by students. The
more equitable income of society could
reduce education inequality. Poverty
reduction policies must be carried out by
providing access to job creation for the
poor, access to capital, skills training for
the poor society.

For future research, the study
suggests the use of Gini education index
to measure education inequality, the use
of education budget variables and
economic  growth  (re-use),  road
accessibilities, and the existence of school
infrastructure as important variables to
reduce education inequality. The analysis
can utilize the static or dynamic panel data
to capture the situation of each districts in
Banten province and also use more than
30 data.
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