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Chapter 0 • E 

1.1. General ;BackgrouDd aDd the Relevance of the Study 

The over increasing income gap between the rich and the poor has attracted a growing 

concern in development literature and government interventions, especially after the Second 

World War. It has been recognized that the wide differences between incomes of the rich and 

of the poor are no longer held to be unavoidable. This argues against what is commonly 

treated as the Pareto's Law; that is, income distribution does not change across regions and 

times. According to Pareto's view, one may not be better off without making at least another 

person worse off. There are some doubts on the belief that people are poor because they were 

born from poor families. Governments may play important roles in increasing the income of 

the poor by introducing such policies which are likely to improve the welfare of the lowest 

income class of the population. 

The earliest studies and models of income distribution (classical theories including 

Marx, neo-classical, etc.) were concerned with the 'functional' distribution of income and 

they attempt to explain the way in which national incomes (or outputs) are to be distributed 

throughout the primary factors of production: land, labour and capital in the forms of rents, 

wages and profits, respectively. This approach assumed that the distribution of income among 

individuals or households depends on the ownerships of those factors of production, their 

productivity and their scarcity. Many theories, therefore, cannot explain the present situation 

in which individuals or households derive incomes from various income sources, including a 

combination of productive factors as well as interest, dividend, and inherited incomes. 

The other approach, that is the 'personal or size' distribution of incomt;.ihas drawn 

interest in explaining the distribution of income among individuals or households. The reasons 

behind this interest in the Developed C01.!ntries (hereafter DCs) differ from those in the Less 

Developed Countries (hereafter LDCs). In the DCs, it has been realized that government's 

intervention could influence the works of distributional mechanisms of economic growth and 

could be altered somehow in favour of them (especially those of the lower income classes). 

Such direct and indirect government transfers as the provision of public services (health, 
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education, etc.) could play important roles to modify the status of the poor. On the contrary, 

the LDCs have struggled to alleviate the existence of large proponion of the population who 

live under poveny line. The economic grwoth they achieved, if there were, was seen not to 

successfully reduce the number of the poor. The research problems in DCs, therefore, differ 

to those in LDCs. 

Regarding policy formulation, the reseach about the distribution of income in LDCs, 

like Indonesia, would be more valuable than that in the DCs. The study of income distribution 

in the country would give more informative background for the policy formulation of the 

country's development, especially as regard to the poveny alleviation programmes. 'In fact, 

development is viewed by some writers primarily in terms of securing a more [equal] 

distribution of income' (Sundrum, 1990: p. 2). 

Two general distinctions are commonly considered in explaining the persistence of wide 

poveny in LDCs. The first approach holds that it is the low level of total national income 

which contributes to the wide existence of mass poverty. The policy following this approach 

emphasized the strategy to achieve high economic growth which is assumed to trickle down 

to the entire population in the later stage of the development paths. Many evidences, however, 

showed that the number of the poor remained the same, or even increased during the periods 

of rapid economic grov.'1h. Due to this fact, many scholars believe that uneven distribution 

of income becomes the major reason of the existing mass poveny in LDCs. If incomes are 

proponionately in favour of the small part of the population, the bulk of the popUlation will 

remain poor. As an alternative, development economists have considered the evenness of 

distribution of national incomes among individuals and household as a promising way of 

alleviating poveny. When incomes are equally distributed to the entire population, the 

majority of the people increase their income. This would eventually result in the sum of 

increases in national income. The policies which follow this thought, therefore, e.mphasize 

more equitable distribution of income and participation of individuals or househp1ds in the 
/ 

development process. 

The New Order Government of Indonesia has also shifted the policy strategy from 

emphasizing economic growth to more equally distributed development gains. The fundamental 

objectives of the first short-term development policy (1969/1970 - 1973/1974)1, included: i). 

1) After the violence of the Co.munist Party In 1965. the New Order under the Soeharto's Presidency 
has governad the country. Th. Dost fundamental econo.ic diff.r.nc •• b.twe.n the n.w gover~.nt and tha 
older one Is that, the New Order government give aore chene. to the privat •• ector to take advantage fro. 
the econoay. In 1967 and 1968, for instance, the government I.sued the Foreign Investment Law and Domastlc 
Inveataent Law, respectlv.ly. Starting In 1969, tha New Order Governmant also adopted the short tIIr. 
d.valopaent policy covering 5 fhcal years (REPEL ITA, Fiv.-Vea,. Developallnt Plan), In which each year 
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a sound and dynamic national stability, ii). a sufficiently high economic growth, and iii). a 

more equitable distribution of development gains, leading to the welfare of the entire 

population. This Trilosi Pembanaunan (Three Fundamental Objectives) changed the order in 

the second REPELITA (1974/1975 - 1978/1979), whereby the first and the second changed 

the order. During these two REPELIT As the country achieved remarkable economic growth: 

over 7% annual growth of GOP at 1973 constant prices. The exploration of natural resources 

and promotion of industrial activities as the major engine of economic development resulted 

in high growth in these sectors during the decade: 8.23% annually for mining and quarrying 

sector, and 14.17% for manufacturing industry2. Another factor contributing to economic 

growth during that decade was the increase in government revenues as a result of increases 

in oil prices in 1973 and 1979. This made possible to the government to invest in public 

infrastructures, such as roads, education and health services to support the development efforts 

in the economy. 

It was found, however, that this remarkable economic growth was not followed by the 

reduction of income inequality, as found by Hughes and Islam (1981); Oshima (1982); Yoneda 

(1985); and Asra (1989), just to mention a few. This pattern also holds true in a regional 

context, in which higher income inequality emerged in urban areas than that in rural areas. 

Other information also suggests that the number of the poor increased during the period, 

especially in rural Java (World Bank 1990). 

Cognizant of this problem, the government has shifted the emphasis of the national 

development plan from growth and stability in the first two REPELITAs to equitable 

distribution and growth in the third REPELITA (1979/1980 - 1983/1984). In order to 

implement this change in priority, the government introduced eight "paths to equal 

distribution" (delapan jalur pemerataan), which presumably will improve the welfare of the 

lower income population in the country better than the previous periods. The eight, paths to 

equal distribution of development gains are as followed: 
/ 

1. .n .quit.ble distribution of .ccess to .e.na of fulfilling b'lic hu..n need., p.rticullrly food, 

clothing .nd .h.lter; 

2. .n .quit.bl. distribution of ICCO" to education .nd hellth .ervices; 

3. .n equit.bl. di.tribution of inco~e; 

4. In equitlble distribution of employment opportunities; 

5. In equitlble distribution of Icce •• to bUlinel1 opportunities; 

Itlrta In April .nd ends in Mlrch of the following yelr, Ind Ion; ter~ development policy covering 25-3D 
y"ra. 

2) C.lcullted fro. Biro PUllt Statistik (BPS): L'por,n P.r.konoDl.n Indonesia 1982, Biro PU'lt 
Stltiltik, Jlkartl, Au;ust 1983 (Tlble 4, p. 8). 
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6. an equitable dlatrlbutlon of acce •• to participation In develOpMant, particularly of tha young 

,eneretlon and woaen; 

7. an equitable dlatrlbution of davelopaant effort. throughout tha varlou. raglons of the country; 

8. an equitable distribution of Justice. 

A few studies have been made in measuring income distribution during the last 

decade, especially with regard to the patterns of intra-regional income distribution, within and 

between sectors of the economy. Generally, as a rule, the size distribution of total income 

among individuals or households depends on three principal factors: the levels of average 

incomes in the various sectors of the economy, the importance of the sector as indicated by 

the share of population engaged in each sector, and the distribution of income within a sector 

(Kuznets 1963; Adelman and Morris 1974; Lydall 1976; Lecaillon et.al. 1984; Sundrum 1990). 

By dividing the economy into two sectors: agricultural (A) and non-agricultural (non-A) 

sectors, they found that the former had a lower level of average incomes than the latter one. 

In a number of cases, the rate of returns in the "A" sector tends to be less than that in the 

"non-A" sector. Secondly, given the differences in average income between the sectors, the 

reallocation of labour from agricultural to non-agricultural activities led to unequal 

distribution of income in the early stage of economic development. They also found that 

income distribution within the agricultural sector tends to be less unequal than that in the 

non-agricultural sector, especially in the LDCs; while in developed countries, there is a 

tendency of decreasing overall income inequality due in part to the reduction in inequality 

within the non-agricultural sector. 

Based on these findings, it would have been desirable to attempt a parallel analysis of 

the distribution of incomes within and between sectors of the economy in a single country 

by interregional analysis, or in a single region by intraregional analysis. The study will focus 

on the assessment of income distribution in a single region in Indonesia, i.e., Java region 

(hereafter including Madura island), since the intraregional income differential in. LDCs is 

more crucial than interregional differential (Richardson 1980). 
/ 

During the development process, interregional inequality may decrease due in part to 

increases in regional comparative advantage. Each of the regions becomes specialized in its 

production activities of which it has more advantage than the other activities. However, this 

may not effectively result in intraregional parity. The growth achieved by each region usually 

takes place in few urban centres within a region, and may not be enjoyed by the poor 

especially those who live in rural areas. Consequently, intraregional inequality cannot be 

resolved even though each of the regions achieve high economic growth. 
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1.2 .. De Scope aDd LillitatioD of the Study 

The main aim of this study is to analyze trends in personal or size distribution of income in 

Java region during the period of 1978-1987. Because of the limited data available on 

individual and household incomes (in the sense of time-series data) the paper is limited to the 

discussion on the measurement of the pattern of personal income distribution in 1978 and 

1987, both in rural and urban areas. It is assumed that the assessment would show changes 

that occurred in terms of income distribution prior to the introduction of "eight path" to 

equitable distribution strategy and after the implementation of the policy during the third and 

fourth REPELIT As. 

The reason for taking Java as the focus of the study is that it has become the most 

densely populated region, covering some 61 % of the 1985 popUlation located in some 6.9% of 

the total land areas of the country. Any analysis concerning this region, therefore, will show 

general condition of the majority of the people in the country. Furthermore, the development 

of the island has started long before that of the outer islands, or even before the 

independence of the country, which resulted in better facilities including infrastructures and 

the institutions to support its development. This situation makes the region become more 

attractive, leading to the flow of people and capital into the region. As shown in Table 1.1. 

the distribution of regional population, investment, employment in agriculture and 

manufacturing industries, and the distribution of regional Gross Domestic Product (GDP) are 

more concentrated in the region. 

The concentration of people and investment in the region influences the diversity of 

economic activities in the region. Though manufacturing industries have been concentrated 

in the region, agricultural activities, rice farming in particular still dominate the Javanese 

economy. In other words, Java can be characterized with the existence of dualism, especially 

between agricultural activities with their inherited-traditional method of production, and non

agricultural activities which employ modern production technology, i.e., more capital intensive 

than labour intensive. 

Many studies on income distribution in Indonesia, and in Java region to a lesser 

extent, use various methods of measurement. In most cases, the studies use single measure 

separately, like Gini Coefficient, Kuznets Total Disparity Measure (TDM), Theil Index, etc., 

while others employ a family of indices. Hughes and Islam (1982), Islam and Khan (1986) use 
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Table 1.1: 

Distribution of 
Selective Socia-Economic Indicator 

in Java and Indonesia 
(%) 

Selective Soclo-econo.lc "eva Outer 
Indicatora Re;lon Islandl 

(1) (2) (3) 

Population (1985) 60.87 39.13 

Inve,t.ent approved 
• Do.e.tic Inveat.ant 60.29 39.71 

(1968 up to 1988) 
- Forel;n Inve.t.ent I 62.27 I 37.73 

(1967 up to 1988) 

Population 10 yaarl of Ige 
Ind abo va who work In 
- Agriculture 53.42 46.58 
- Manufacturing Induatry 75.78 24.22 

DI.tribution of GOP 
1988 

- Current prlcn 56.13 43.87 
- Conltant 1983 price. 51.49 48.51 

I 

Source: 1) BPS: Statistical Yearbook of Indone.la 1988 

Toul 
Indonnle 

(4) 

100.00 

100.00 

100.00 

100.00 
100.00 

100.00 
100.00 

2) and 3) BPS: Indicator Ekonomi; Monthly Statistical 
Indicator, April 1989 (re-calculated) 

4) Calculated from BPS: Stlti,ticil Yelrbook of Indon •• il 
1990 (pp.574-75). 

I 

such indices as Gini Coefficient, Theil Index, Atkinson Index, etc., and combine them to give 

an overview on the pattern of income inequality within the region. BPS (1987) and Asra 

(1989) used Gini Coefficient and TOM index separately in order to show the pattern of 

income distribution in Java, Outer Island and Indonesia. 

Almost all of the studies, however, did not take into account such factors as intra

and inter-sectoral inequality which are expected to contribute in shaping personal income 

distribution. Even though decomposition analysis has been done by many authors, they are 

merely concerned with the measures separately. BPS (1987). for instance, analyzed . the 
, 

/ 

distribution of income within sectors of the economy. although it did not look at these factors 

to indicate overall inequality. 

Given the above accounts. the study will compare different methods of measurements. 

On the one hand. the study will measure overall income inequality indices directly among 

income classes in both urban and rural areas. On the other hand. it will also assess the present 

situation of income distribution in Java by taking into account such factors as intra sectoral 

inequality. intersectoral inequality as well as intra regional inequality. 
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Based on the previous calculations, the study will also attempt to answer the following 

questions: 

1. Whether income inequality within a sector in the region decreased over the period 

under study. indicating the positive effects of priority change in Three Fundamental 

Development Objectives (Trilogi Pembangunan) on income distribution in the region. 

2. Whether or not intersectoral income concentration decreased during the period under 

study. 

1 .. 3 .. Data Sources aDd Method of Analysis 

In order to answer these questions, secondary data on household surveys conducted by Central 

Bureau of Statistics (CBS) will be used as the major data sources. However, information 

concerning per capita incomes are very limited, in the sense that there is no time series data. 

Furthermore, data on incomes have been reported under-estimated due to many reasons, 

including the bias of the information taken from respondents. The population in the upper 

income classes tend to underestimate their incomes in order to avoid the envy of the others, 

or for fear of raising their tax liabilities, or provoking government policies that might affect 

them adversely. On the other hand, the lower income group tends to report their incomes 

more than that of the actual earnings so as not to reveal the extent of their poverty. 

Furthermore, the lower income groups usually have various income sources! as the 

supplementary sources of income, so it is difficult to account for incomes they received 

during the survey periods. Yet, in a number of cases incomes from subsistence activities, 

especially in rural areas, were not enumerated, leading to under-estimated the rural income. 

For the above reasons many analysts suggest the use of expenditure as a proxy variable 

for individual or household incomes, or adjusting the income level to fit the co~sumption 

data. In the Indonesian case, the income data on household survey have been adjusted with 
/ 

the level of expenditure data. The data, however, do not avoid the bias of the information 

at all. In many cases, the propensity to consume in the upper income classes tends to be lower 

than that in the lower groups, especially regarding food expenditure. As a consequence, 

expenditure data tend to under-estimate the upper income clusters. 'But, if the saving 

behaviour is [relatively] stable, the trends of expenditure [or adjusted income] share should 

3) Many ItudlD' Ihow that the lower Incom. cl.s •• s llk •• m.ll far.ers In rural area, allo derive 
Inco.e from non-farm employment. e.p.cl.lly fro. the wage labour In •• all urb.n centre,. Mor •• tudy In rur.l 
Javane.e economy can be found In aenja.in White (1986). 
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still be satisfactory indicators of changes in income distribution' (Uppal 1985: 326). In this 

paper, therefore, adjusted income data will be used. 

In order to analyze the trends of income distribution, the assessment of any change 

in income within the lower income group seem to be more favourable. Whether or not the 

lower income level benefits from the policies, and whether or not the poor increase their 

income, may be indicated by the measures which explain more changes in the lower income 

brackets. Therefore, one has to take into account the effects of any changes in the lower part 

of the population. 

1.4. Organization of tbe Paper 

This research paper is structured in five chapters. Chapter one presents an Introduction which 

emphasizes the general background and the relevance of the study for policy formulation. 

Chapter Two deals with outlining the theoretical framework of the study. As various 

theoretical models of income distribution have been built around the concept of "functional" 

distribution, while the study is concerned with the "personal or size" distribution of income, 

Chapter Two starts with the general view on income distribution theories with emphasis on 

the weakness of the functional distribution theories to explain the patterns of personal income 

distribution in LDCs. It will be seen that functional distribution theories require various 

assumptioris which are hardly being met in the present situation in LDCs. Yet, it is recognized 

that individuals or households receive their income from various sources, including from 

various productive activities as well as inheritance or gift. Moreover, this Chapter will look 

at the genera] patterns of income inequality usually found in LDCs. It starts with the 

discussion on the patterns of income differential, accompanied by the factors underlying 

different patterns of inequality with emphasis on different sectors of the economy and 

different regions (urban and rural areas). Departing from the pattern discussed earlier, the 
, 

framework of the analysis will be buHt up around ·them. / 

In Chapter Three, the paper will take a look at the development process in Java 

region, by investigating such development achievement as regional incomes (output) and 

employment creation, the pattern of industrialization, agricultural development, and finally the 

spatial development. 

In Chapter Four, the study will put emphasize on the results of the models (or 

calculations), and show whether or not the outcome of the methods of calculation will differ 
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from one another. It will also look at the trend of income inequality within sectors of the 

economy. then the intersectoral income concentration. 

Finally. conclusions derived from the previous chapters will be presented in Chapter 

Five. This chapter will also give some policy recommendations based on the previous 

conclusions. 

/ 



/ 



Chapter 'r W 0 

2.1. 'l'heories of InCOlle Distribution 

Two distinctions are commonly considered in the theories of income distribution, namely 

functional or factor share and personal or size distribution of income. The functional 

distribution of income seeks to explain the share of total national income that each primary 

factor of production (land, labour and capital) receives. The labour earnings are determined 

by the level of wages, the returns of land are measured by the rates of rents, and the returns 

of capital are set by the rates of interest and profit. On the other hand, theories on the 

personal distribution of income attempt to explain the size of income acquired by various 

income classes, regardless of the sources of incomes received by the recipients. The recipients 

can be classified as individuals, households, or group of society. Whether incomes are received 

primarily from one of the productive factors or a combination of various factors of 

production is not the concern of the personal or size distribution theory. Some writers adds 

to these two distinction with the extended functional distribution of income, which attemp 

to link the relationship between the functional and personal distribution.(see, for instance, 

Adelman and Robinson 1989). 

A sizable body of distribution theory has been developed around the concept of 

functional income distribution. The models built up around this concept try to explain the 

share of incomes that goes to the factors of production in the country and assume th.at supply 

and demand curves determine the unit prices of each productive factor. The differences 
/ 

among schools of thought lie on the basic assumptions underlining the models. However, in 

general they have similar assumptions with some adjustment to the earlier developed theories. 

To mention a few, the classical theories (Ricardo's corn model, Marx's model and Lewis's 

dualistic model) and the neoclassical theories assumed the existence of diminishing returns due 

to the fixed supply of land. By such conditions they assumed, they also believed that they 

have explained the size distribution of income (See: Ahluwalia and Chenery 1974; Lydall 

1979; Brenner 1988; Adelman and Robinson 1989; Hilhorst 1990; Sundrum 1990). 

10 
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Most of the theories assume that the use of factors of production tends towards full 

employment, and factors of production as well as prices paid to them are homogeneous. In 

other words, the owners of the factors of production have the same rates of return to their 

'ownerships of these factors. In this view, if the unit price of the factor of production is 

multiplied by the amount of each factors of production in the country, one can get measure 

the share of each factor of production. The theories, therefore, cannot explain the present 

situations, especially in LDCs, such as a widespread open and disguised unemployment, and 

the existence of disproportionate ownership of productive factors. 

Moreover, most of the theories of functional distribution were based on the assumption 

of perfect market competition (Lydall 1979:2; Sundrum 1990:7), in the sense that only demand 

and supply behaviour do determine the unit price of each productive factor. In practice, 

especially in LDCs, there are many market institutions which influence the different prices 

of the same factor of production4, so that individuals receive different rates of return for 

each factor they own. Since the market competition is very imperfect in these countries, 

'persons supplying the same factor of production receive very different prices for it' (Sundrum 

1990:175). In other words, individuals receive different income level over time, even though 

they work at the same sector and have the same level of education and length of works. 

Luck, chance, ability, thrift and fraud modify individuals incomes over time. (c.r. Adelman 

and Robinson 1989). 

On top of the above weaknesses, the theories of functional distribution cannot explain 

the fact that individuals ear,n income from various sources, because they are 'linking a higher 

wage share with increases in relative equality' (Adelman and Robinson 1989:971). In other 

words, most of the functional distribution theories assume that increasing wage share reflects 

the rise of individual income of the majority of population, because they also assume that a 

stable relationship exists between functional and size distribution. A reasonable explanation 

for this proposition is that, in most cases, the majority of people are assumed t9 enter the 

economy as wage labourers, while only the small parts of the population provide( capital and 

land. If the large share of increasing income accrues to the proprietors of land and to the 

owners of capital, there will be a tendency towards disequalizing income distribution (Lydall 

1979:2), because individuals owned these factors would share disproportionately the generating 

incomes. 

4) We .IY take an example of differences in lIIage labour received by Individuals in different 
econoilic activltie., and in different plece, of the jobs, even though they .IY hlvo tho .1.0 education level 
and length of work •• 
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In practice, however. the recipient units derive income from a variety of assets: land, 

privately owned capital, access to public capital goods, and human capital embodying varying 

degrees of skills. (See Ahluwalia and Chenery 1974). As far as the distribution of incomes 

among individuals is concerned. many income sources such as those from propeny accrues to 

the retired people. In a number of cases. even in DCs, their incomes are higher than the 

people in employment who are capable to derive income from productive sector. 

Furthermore, the wage labourers in a number of cases are also in the middle income 

classes. So any change in wage earnings only explains change in the upper end of the 
.. 

distribution. The available evidences show that half of the poor are self-employed and do not 

enter the wage economy. In other words, the emphasis of income distribution among wage, 

profit and rent does not take into account the share of lower end of income distribution. In 

addition, the theories which concern mainly on the distinction of shared incomes among 

factors of production do not explain the nature of the size distribution of income in the 

present LDCs, where uneven distribution of property, as well as the degree of labour supply 

and capital exist. 

Finally, empirical models from the extended functional distribution of income, models 

which attempt to link the functional and size distribution, find no stable relationship between 

functional and personal distribution of income. In this case, the assumption of explaining the 

relationship between factor share and personal distribution of income cannot be held true. 

Consequently, when the size distribution is concerned, one has to analyze it directly (Adelman 

and Robinson 1989: 971). 

Direct analysis of personal distribution of income can be classified into two schools 

of thought. The first approach may be called as the "theoretic statistical" groups which seek 

to explain the generation of income with the help of certain stochastic models. This approach 

states that chance, luck, and random occurrences are the main factors causing the skewed 

shape of income distribution. This school of thought, however. fails to explain the pattern of 

personal distribution of income in the present situation in LDCs, because it e~lains only 

partial factors contributing to income distribution. Mincer, for instance, claims that this 

approach does not take into account the economic of the distribution process ( 1958:p. 167-

68). 

The second group is the so-called "socio-economic school" of thought. which attempts 

to illustrate the distribution of income by decomposition analysis. In this view, sex, education, 

age, occupation. regional differences and the distribution of wealth are the major factors 

explaining different levels of average income between income classes. Belonging to this group 
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is the theory of human capital, which was started by Mincer (1958). He explains that income 

inequality is the result of differences in life time of their work, and of schooling and 

training. He observed that differences in income according to occupation is due in part to 

differences in education and age. This approach, however, has a limitation as it is mainly 

concerned with the supply side of the market, such as labour supply according to the level 

of education. The other scholars also attempt to explain the pattern of income distribution 

from the demand point of view. According to this group, the production function is assumed 

to determine demand for labour. The last approach attempts to build up the models by 

integrating supply and demand of the productive factors in the economy. The "price" 

associated with such attributes as race, sex, social status, geographical location, and aptitudes, 

is determined by the interaction of supply and demand forces. The applied general 

equilibrium model using Social Accounting Matrix (SAM) is developed based on the this spirit. 

(see, Kakwani 1980; Adelman and Robinson 1989). 

To sum up the discussions, we may consider the specific policies that follow both 

functional and personal theories of income distribution. In the functional distribution theory, 

capital accumulation and economic growth are assumed to generate equitable distribution of 

incomes. It is assumed that growth will trickle down and spread out from such potential 

sectors as manufacturing industry and agricultural sectors to the rest of the economy. "Growth 

oriented" strategy, therefore, becomes a major drive in government policy that presume to 

generate more employment. According to this strategy, growth is assumed to generate more 

saving, hence the availability of funds for further investment. 

The relevance of this policy strategy, however, has been argued since the mid 1960s 

(Chenery et.al. 1974; Todaro 1982; Adelman and Robinson 1989; Sundrum 1990). The wide 

poverty in LDCs remained the same, if not increased during the periods of the rapid 

economic growth, indicating insufficient results of the strategy to achieve high economic 

growth. The questions posed to this occurrence include, first, what rate of growth Should be 

achieve and secondly how long this rate should be maintained to reach the stage pI declining 

income inequality (Saith 1989). 

On the other hand, the personal distribution theory has implication on the roles of 

equitable distribution of income to generate more rapid growth. The equitable distribution of 

wealth, and participation of individuals or households in the development process have been 

seen as promising ways to alleviate poverty. The improvement on socio-economic condition 

of the lower income classes, such as education, health, and employment opportunities, etc. 

have been the concerns of government policies in many developing countries. It is assumed 
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that increasing welfare condition of the lower income classes would result in better quality 

of labour forces who enter the market. Therefore, the chance to have job would increase, 

which in turn would also generate more individual income. In sum, national income would 

also grow without leaving aside the ultimate problem of development, i.e. unequal distribution 

of income and the existence of mass poveny. 

2.2. General Patterns of IncOlie Distribution 

Before developing the framework of anaiysis, it seems important to note the common patterns 

of income distribution found in the analysis on personal income distribution. The reason is 

that the factors associated with observed inequality can be taken into account before the data 

can be put into any use. 

Various studies, both inter-country and within country analysis, suggest that general 

pattern of income distribution during the development course depends on three main factors: 

intersectoral inequality indicated by the relative average income between sectors; the 

importance of the sector in the economy as measured by the share of population engaged in 

the sector; and, intrasectoral inequality or differences among income classes within a sector 

(see, e.g. Kuznets 1963; Lecaillon et.al. 1984; and Sundrum 1990). Under the assumption of 

the dominance of agricultural sector in rural areas and of non-agricultural sector in urban 

area, the first two factors affect the pattern of urban-rural or interregional income 

inequality5. Yet, when this assumption holds true, the last factor determines different pattern 

of income distribution within urban and rural areas. Subject to these reservations, the general 

distribution of income can best be viewed from the combination between rural-urban disparity 

and intersectoral inequality on the one hand, and intrasectoral income differentials on the 

other hand. 

. 
2.2.1. Urban-Rural and Intenectoral:lna»me Differentials / 

The common feature of income distribution in a single country is the fact that average urban 

incomes are higher than average rural incomes. This interregional imbalance is one, and 

5) Thl original hypothl.l. of thil propo.ltion I. ba.ld on thl plttlrna of Incoml diltrlbutlon In 
divilopid and ll.1 divilopid countrll'. Kuznltl (1963) arguI' thlt ;n I I;ngll country thi. pattlrn can b. 
appllad In thl dlfflrlncl' bltwlln aorl divilopid rlgion and III' dlvalopld rlgion. Mov;ng to intrlrlgionll 
analyell, thle hypothl,i, can bl applild to thl pettern of urban'rural Inco •• disparity. 
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probably the most niarked phenomenon in :he regional development of the country, as 

Williamson (1965) stated: 

Economists have long recognized the existence and stubborn persistence of regional 
dualism at all level of national development and throughout the historical experience 
of almost all presently developed countries (p.4). 

This spatial inequality, is among other things, a consequence of spatially segregated 

functions within the economic system during the development process, which may eventually 

lead to a spatially differentiated quality of life. In this regard, Hirschman stated: 

... we may take it for granted that economic progress does not appear everywhere at 
the same time and that once it has appeared forces make for a spatial concentration 
of economic growth around the initial starting points. (1958: p.183). 

In the early stage of the development, Hirschman further argues, growth tends to 

concentrate within some region, and the result is 'the split of the country into progressive and 

backward regions' (ibid: p.184). When the development proceeds, different types and size of 

sectoral activities emerge in each region. Increasing returns to scale exists in the more 

I?Iogressive region, leading to better exercise on entrepreneur, capital and labour in the region 

by opportunities to expand economic activities, compare to those in the backward region. 

Kuznets (1963), for instance, pointed out that agricultural (A) sector dominates 

underdeveloped (or backward) region, while non-agricultural (non-A) sector operates in the 

more developed region. He takes one example of the patterns of personal distribution of 

income in Italy, and finds that average incomes in the less industrialized region keep lower 

than that in more industrialized one. Moreover, activities which are relatively dynamic, use 

modern technology, and are relatively big, tend to emerge in the more prosperous region, 

while those in the backward region tend to be among the activities that use inherited

traditional method of production, and relatively small in size and market scale. This structural 

dualism has been considered as an overriding factor used in many studies to explain the 

presence of regional imbalance. 

This structural dualism is characterized by rapid economic growth in the industrial 

sector, in which modern technology is developing more rapidly than in th,· dominant 

agricultural sector, where conventional techniques of production prevail. This fact has a 

consequence on the presence of intersectoral differences in factor productivity, hence the 

differences in average income accrues from each sector. As modern industrial activities tend 

to cluster in urban area, while traditional agricultural activities and small-scale industries tend 

to dominate rural area, this consequently leads to differences in average income between 

urban and rural areas. 
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Moreover, different response to economic opportunities, such as price changes and 

increases in supply and demand, result in different level of income between the two sectors 

(Lewis 1976). The modern sectors tend to take up these opportunities faster than the 

traditional sector, which in turn lead to different rates of growth of these activities. Whereas 

the incomes in modern sector grew more rapidly, those in the traditional sector remained the 

same. As a consequent, individuals and households engaged in this dualistic economy accrued 

different level of income across times. For these reasons, Lewis argues that 'the tremendous 

regional differential are not .... the failure of the benefits of development to 'trickle down' 

... vertically, [but because of] the failure of horizontal spread from enclave to the traditional 

sectors' (1976: p.28). 

Finally, differences in unit prices paid to the products of each sector also influence 

the average incomes in each activity. On the one hand, price of food is kept artificially low 

by price control in many developing countries, to subsidize the urban consumer -- especially 

the wage labourers. Highly protected industrialization strategy adopted in these countries 

usually influences the low wage rates in urban areas. When the food price is low, the wage 

labour in urban manufacturing industry could also be kept low. On the other hand, the prices 

of urban manufactured goods are held artificially high as a result of tariffs to stimulate 

import substitution and of other forms of protection. Consequently, when the quantity of 

agricultural produce required by the accumulation of non-agricultural products increases over 

the years, the terms of trade for agricultural produce worsen. Furthermore, the relative 

purchasing power of the farmers declines relative to those of the urban inhabitants (cf. 

Lecaillon et.al., 1984). In other words, farm incomes are lower relative to non-farm incomes, 

especially to those of in manufacturing sector. This situation induces rural households to 

migrate or send their family members to take job opportunities in urban area. 

The process of rural to urban migration also affects the presence of rural-urban 

imbalance, especially in the early phase of the migration process (Lecaillon et.al.,. 1984: 60). 

The example from Colombia described by Fields and Schultz (1980) suggests that the migrants 

are among those of the better-off rural population. If rural production .(outputs) increases or 

even remains unchanged due to this out migration, income per capita in rural area will be 

higher than in the earlier periods, so the gap between average urban income and rural income 

would decrease. On the other hand, it is also likely that labour force left in rural area has 

a negative effect on rural production. Low level of labour productivity tend to emerge in the 

area, because they are among the less productive persons, such as women, and old people. 
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To these economic factors, addition can b_e_ made with regards to the bias of 

government policies. In most cases, the policies tend to be bias against the traditional sector 

such as agricultural activities in rural areas. Taxes are levied on the exportable agricultural 

goods or on goods and services consumed by farmers, but these revenues are used widely to 

finance investment benefiting non-agricultural sectors. Consequently, income in rural 

traditional society tends to be lower than that in urban area. Moreover, the development of 

such infrastructure as roads, health service centre, and education facilities tend to concentrate 

in urban centres. This also prevent the ability of rural people to increase the human capital, 

and consequently leads to relatively lower quality of labour force. This situation eventually 

results in the difference between the rates of labour earnings in urban and rural areas. 

Lastly, different forces that influence income generation also exist between the two 

sectors. Whereas market forces are quite powerful in affecting the generation of income in 

modern activities, social forces are quite dominant in traditional sector (Sundrum 1990). In 

this regard, Cromwell (1977) points out that 'the social relations of production concomitant 

with the introduction of large scale capital are clearly different from those in the traditional 

(agriculture and handicrafts) sectors' (p.299). 

To sum up: it is obvious that if intersectoral dualism and market imperfection exist, 

inequalities in terms of income between sectors and areas will also be present, given the intra

sectoral inequality is nil. However, this situation may only explain partial situation of general 

pattern of income distribution, because it was assumed that any person engaged in each sector 

derived income at the same level. When the development proceeds, for instance, with the 

introduction of new production techniques, and when the economy becomes integrated 

sectorally and spatially, there is no doubt that individual firms within the same sector does 

not respond at the same rates. In other words, intra-sectoral income inequality also exist 

during the course of economic development. 

/ 

Income generation in such sectors as manufacturing industry and agriculture, varies across the 

size of the firms. In the manufacturing sector, the mix of traditional, semi-modern, and 

modern technologies exist. Large scale manufacturing industry uses more capital and modern 

technology, while those of the small scale units hire more labour and traditional method of 

production. Similarly, are those in the agricultural sector when the large plantation uses more 

capital and small farmers hire more labour. This differences in technological uses, indeed, will 
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generate different level of average incomes. Consequently, people engaged in each productive 

sector derive different level of income depending upon the modes of production; whether they 

are employed in capitalist mode of production or pre-capitalist mode of production. 

Cromwell (1977) shows how the division of activities according to the mode of 

production gives different pattern of income distribution across the countries. 'Incomplete 

spread of capitalist sector to a few industry', he argues, 'shows the disequalizing impact on 

the size distribution of income in underdeveloped countries'.(p.301). Lydall (1979) also came 

to the similar conclusion in the case of manufacturing industry. He found that different level 

of output per worker exist across the size distribution of the firms in both developed and 

underdeveloped countries.6 

More explanation of this pattern can be found in Helmsing (1987) and Hilhorst (1990). 

They highlight the existence of two types of competition; horizontal competition among firms 

at the same degree, and vertical competition among different degree or size of the firms. In 

order to show the effects of these types of competition, Helmsing (1987) distinguishes 

activities at the micro level into four major groups with different characteristics in the size, 

type of labour, and more importantly the market scale. The first category is "household units" 

which hire mainly family labour and only have local market scale. The second typology is 

"Owner-Operated" units, enterprises which employ family labour and some third persons, and 

have wider markets than the former one (local and regi~nal market scale). The third degree 

is "Owner-managed" firms which hire non-family labour, and have both regional and national 

markets. The last category is "manager-managed" corporation which have national and 

international market scale. What distinguishes the last type to the third one is that the 

hierarchical salaried managers in the last category of the firms alter the decision-making 

process of such units in a bureaucratic direction, while in the third category the family play 

more role in last decision. 

For Helmsing (1987), the horizontal competition, both in terms of demand ~nd supply 

sides, exists among various firms at the same level. This type of competition tend{to generate 

the equalizing effects on income distribution, in which every firm in the same degree will 

specialize its activities in producing the most productive goods and services. What has been 

seen as a major problem affecting income differential within the same sector is the vertical 

competition, that is competition among classes of the firms which produce the same goods and 

6) For aore explorltion of the mod,ll end the results, "' Lydall ('977): !ncoae Distribution During 
lhe Dev.lop!!nt proc.II, WEP working paper, !LO; and Lydall ('979): A Thllory of IncOlH Distribution, 
Clarendon Prel., Dxford; Chapter 13 on.erd. 
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services, such as the firms which produce man-made~clothing and those which provide factory 

clothing. This type of competition affects imbalance development among firms at different 

degree, and income accrued by the participants engaged in each firm category. The higher 

the degree of organization of the firms, the more likely the increasing market scale it gains . . 
Consequently, this gives more opportunities for people engaged in the higher firm category 

to derive higher income than those employed in the lower units. 

In addition, the availability of capital across regions and sectoral activities is also less 

possible for the smaller firms (Gertler 1984, and Hilhorst 1990). The capital is immobile in 

the sense that different prices (interest rates) exist across the regions and the size distribution 

of the firms. In the rural backward region, capital is less available than in the urban areas. 

Even though the costs of transponing the capital decrease as the rural region integrated into 

the national economy, there are some doubt that smaller firms operated in rural region are 

able to gain smaller amount of capital. Indeed, for the largest firms capital may be fully 

aVailable across the space, but for the smaller firms this simply is not so (Gertler 1984: p.53). 

This situation worsens by the effects of rural to urban migration, which changes the 

demand patterns for different goods and services produced by each size of the firms. 

Helmsing (1987: p. 72-78) show how the distribution of demand, accompanied by the 

ribution of condition for profitable production, and of conditions for exchange and 

coordination influence to the development of microeconomic organizations. Such conditions 

are more favourable to the firms which operate in urban areas; especially for those which 

have national as well as international market scales. As the migration process tend to be step

wise, that is from rural to small town and from small town to the larger cities, rural to urban 

migration does not guarantee any increase in demands patterns for goods and services 

"'l"",vided by household units and owner-operated firms located in rural areas and small urban 

's (cf. Helmsing 1987; and Hilhorst 1990). 

All in all, the differences in the size of the production units, reflecting differences 

in technology they use and in their market scale; the availability of capital across.t£hese units; 

and rural to urban migration, affect different level of incomes in each mode of production. 

Consequently, intra-sectoral income inequality exist, and it would shape the patterns of 

general personal income distribution. If the assumption of two sector model between 

agriculture and non-agricultural sectors (Kuznets hypothesis) holds true, there is no doubt that 

intrasectoral effects generate different pattern of personal distribution of income within urban 

and rural area. 
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2.3. Fra.ework of the Analysis 

As pointed out earlier, the general pattern of income distribution depends upon three principal 

factors, namely the levels of average incomes in the various sectors of the economy or 

intersectoral effects, the relative importance of the sector in the economy shown by the share 

of population or labour engaged in the sector, and differences in relative incomes within the 

sector or intra-sectoral effects. The intersectoral effect is caused by the differences in 

productivity, structural dualism, policy bias, and different intensity of various factors of 

production (capital/labour ratio) used in each sector. The second factor is more pronounced 

when the economy is developing and labour is reallocated from the traditional to the more 

modern sector, which in turn resulted in the expansion of modern sector while the more 

traditional sectors shrink. 

In a society in which the share of population is highly concentrated in agricultural 

sector, income distribution is less unequal. Assuming that the agricultural average income is 

the same for all persons, the higher the proportions of the population in the sector resulted 

in relatively equal distribution of income. When the dualism between agricultural and non

agricultural sectors exists, income may be less equally distributed, since labour is spread in 

different sectors with different level of average income. Yet, when the non-agricultural sector 

is predominant in the economy, income may be more equal as the same level of incomes is 

assumed to be derived from the same sector. Finally, intrasectoral effect can be caused by 

various causative elements, but its principal cause is heterogeneity of firm sizes within a 

sector leading to differences in market scale and investment accessibility. The intensity of 

technological uses and factor of production in a given sector are varied depending upon the 

nticroeconomic units in each sector. The greater the size of enterprises, the less the labour 

uses, and conversely the higher the capital uses. Therefore, the rates of return of factors of 

production in the sector differ from the traditional activities to those of the modern units. 

The distribution of firm size as described earlier plays important roles in shaping different 

level of income among the firm size, hence the individuals and households engaged in each 

categories of the firms. 

For these reasons, 'income distribution analysis in LDCs need to be disaggregated. As 

long as the great differences among sectors in productivity and in other aspect remain, these 

cannot be aggregated, since that would make the differentiation, which really is the object 

of the analysis' (Bigsten 1983:37). In other words, decomposition analysis has to be done in 

order to give more precise indicator of income inequality. 
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To fulfil this end, decomposition analysis has to be done at least between rural and 

urban areas. Furthermore, as within the area various sectoral activities exist, it would be 

desirable to decompose the analysis according to the sectoral activities. Bigsten also argues that 

the distinction between two activities is too simple to give overall views on the nature of 

intersectoral income distribution in LDCs (ibid). Keuning (1985) further suggest the needs for 

decomposing income recipients into more broad categories, at least according to one digit U.N. 

International Standard Industrial Classification (ISIC). 

Decomposition according to one digit ISIC has been done, for example in Hong Kong, 

by Hsia and Chau (1978). They argue that the decomposition into three broad sectors 

(agriculture, industry preper and service sectors) does not show the precise indicator on 

intersectoral inequality. Within each sector, agricultural sector for instance, heterogeneous 

average income exist between fishery and farm household. The same pattern holds to be true 

among activities within other two sectors. 

In the case of Indonesia, Keuning's (1985) study is in agreement ~ith the case of Hong 

Kong. His further analysis on the functional distribution of income shows that the share of 

each productive factor (profits, and wage incomes) differs across sectors under one digit ISle. 

He also found the differences in the patterns of value added distribution within the sectoral 

activities across the ownership of capital in each sector, of which is assumed to give 

indication on differences in technological uses. In other words, intrasectoral inequality also 

exist in the Indonesian economy. 

Departing from these phenomena, it is necessary to decompose the individuals income 

not merely on the basis of sectoral dualism, but also into more broad category .. Instead of 

dividing the economy into two activities (Agriculture and Non-agriculture), it is necessary to 

cluster households and individuals in both urban and rural areas into their main income 

sources according to one digit ISIC: i). Agriculture; ii). Mining and Quarrying; iii). 

Manufacturing; iv). Electricity, Gas and Water; v). Construction; vi). Trade, Restaurant and 

Hotel; vii); Transport and Communication; viii). Finance, Real Estate and Busin~s Services; 

ix). Community and Personal Services; and x). Others (Non-classified). Moreover, as many 

households and individuals have main income as transfer receipts, the classification of 

individuals and households advances with "Transfer Income" category. In sum, individuals and 

households are classified into 11 categories according to their main income sources. 

The second step is to calculate intrasectoral income inequality or distribution within 

a sector; i.e., income differences among income classes within a sector. The same calculation 

will be done in accordace with income distribution among income classes of the overall 
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population7• The study will use the Gini Index (Coefficient) for income group data. This 

assessments will be done separately in both rural and urban areas, and (Urban + Rural) area. 

The Gini coefficient is the measure based on the differences between the quantities 

Q (the cumulative share of income received by each income classes) and the proportion of 

income they would have under an egalitarian distribution P (Sundrum 1990). In this study the 

Gini index will be calculated at the -lower bound- of the inequality index for.the group data; 

that is by calculating the area under the Lorenz curve first, and subtracting the result from 

the egalitarian distribution (the area under the diagonal line, equal to 1). The Lorenz curve 

is the line drawn by joining the plotted points of each individual observations. The X-axis 

indicates the cumulative proportion of population in each income classes, while the Y-axis 

corresponds to the cummulative share of income received by each income classes (see Figure 

1). The data used to draw the curve can be either individuals or a group of household or 

individuals. 

In a simple equation the Gini index for 

the group data can be approximated as 

follows: 

where: pi: the share of population in each 
income classes 

QI: the cummulative share of 
incomes received up to the ph 
income class 

Q i .,: the cummulative share of incomes 
received up to the (i_l)th income 
class 

(Quoted from Sundrum 1990:68). 

Pi 
Figure 1: The Lorenz Curve 

The reason in choosing this index is that, 

first, the Gini index is commo~ used in 

many countries. Secondly, this index can be 

used with the group data, even though the result would be smaller than that of using the 

individual data. 'However', Sundrum argues, 'this method does not make much difference if 

data are available for 10 or more income group' (1990:52). Finally, the Gini index also has 

7) For the rOlt of the peper thl. outcoma will ba called a. "the direct melsure or e.timlte." 
interchengebly. that I. the distribution among income cl •••• ' without any .ectoral allowance. 
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an interesting economic interpretation. This index is about a transfer from the rich to the 

poor in order to make all incomes equal8. 

The second step is to estimate the overall income distribution in the respective areas 

(Urban, Rural and Urban + Rural), with the weighted average of intra-sectoral inequality, the 

weight being the share of income in each sector to total incomes in the respective areas. The 

weights, therefore, indicate the share of population in the respective sectors, and the relative 

differences among average income in each sectors. Sundrum (1990) shows in his three sectoral 

model (Agriculture, Industry and Services) that 'overall inequality is the weighted average of 

the sectoral inequalities, [where] the weights being the respective shares of total 

output' .(p.239). This estimate, therefore would indicate intersectoral ineqality with intra 

sectoral allowance. 

The following formula will be used to derive overall income distribution in the 

respective areas within the regions. 

In which: 

Gj = L wij * Gi 

Rural and Urban Gini coefficient (j= 1 for 
rural area, and 2 for urban area). 
Weights (=Share of income of cate~ory 1 In region j, 
reflecting the share of population In each sector and 
intersectoral differences In average income) 

G i : Sectoral Inequality in category i 

i: 1,2, ... ,11 

Moreover, in order to show whether the outcomes of the "weighted index" will differ 

to the "direct measure" of income distribution in the respective areas, the study will also use 

the Kuznets Total Disparity Measure (TOM) which was refined by Harry T. Oshima, for both 

intrasectoral and intersectoral inequality indices. This index is simply the sum of the 

difference between the share of income received by each decile of population and the 

prop onion of incomes they would have received if incomes are equally distributed, that is 

equal to 10. In mathematical terms, the TOM index for intrasectoral inequality measure can 

be written as follows: 

TDM = L ( 0i - 10) /100 1 

where: Q j : The share of incomes received by ith decile. 

i : 1,2,3, ... ,10. 

8) For the proof .e. for instanc., Sundrum (1990); Chapter 3: Measurement of Inco.e Inequality and 
Poverty, pp. 36-70. 
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In order to measure an intersectoral inequality, the weighted TOM index will also be 

estimated. The same formula as in the case of the weighted Gini index will be employed to 

arrive at this proposition. 

The reason for taking the TOM index as the comparative study include the ease in 

calculating and interpreting this index. After grouping the households or individuals according 

to their share of incomes into 10 classes (or decile), it is easy to calculate this index even 

with a pocket calculator (Oshima 1982). It is also easy to interpret the outcomes as it shows 

the differences between the share each decile of population received their income and the 

share they would have under the egalitarian distribution. 

These purposed study, however, cannot be applied completely for the whole inquiry 

in the rest of this research paper. The available data used in this study are not properly 

compatible with what have been discussed, especially as regard to the trends analysis of 

intraregional income inequality within the regions in Java. The household sample in each of 

the regions did not support the framework of the analysis, so, in order to test the outcomes 

of the proposed method of measurement, the study will emphasize in analyzing the pattern 

of intraregional income distribution within Java, Outer island and Indonesia, for Urban, Rural 

and (Urban + Rural) areas. 

Furthermore, for the purpose of intraregional analysis within the regions in Java, the 

study will limit on the comparison between the direct method of calculation (the distribution 

among income classes within the region, without any sectoral allowance) and the weighted 

indices with the weights of income share in the "A" and "Non-A" sectors. This limitation, 

however. would not lessen the relevance of the study for policy formulation, since the study 

will also compare this method with the proposed framework of the study for the Total Java. 

In order to support intraregional analysis within Java, the five provinces in the island 

will be clustered into three broader regions. Many studies of personal income distribution 

based on the cross country analysis indicates that both within and between country inequality 

contribute to overall inequality in the non-socialist developing countries as a gr~p. 'Within 

country inequality is the most important factor in explaining total inequality, but the 

reduction in either source of inequality can make important contributions to reducing poverty 

in these economies' (Adelman and Robinson 1989:963). It is likely that within a country, 

intraregional inequality would play more roles in shaping overall inequality. If intraregional 

inequality is narrower, it is plausible to say that income inequality in the country will tend 

to decrease. 
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The first region is Western region, which cov~rs the natio1l81 ~pital city, Jakarta, and 

West Java provinces. The reasons to combine these two provinces are many. In a number of 

cases, the development in Jakarta spills over through the West Java province. Many of the 

large infrastructure projects in the West Java province have been developed primarily for the 

needs of Jakarta (Hardjono and Hill 1989). Moreover, a greater Jakarta planning region has 

existed with the acronym Jabotabek (Jakarta, and three other kabupaten in West Java, Bogor, 

Tanggerang and Bekasi, plus the municipality of Bogor) since 1977 (Castles 1989). The Jakarta 

industrial and service economy might be expected to spread to neighbouring kabupaten in 

West Java, as due to its close proximity to a rapidly expanding high-income capital city. 

In terms of out migration from Jakarta, West Java province becomes the major 

destination. It is found that some 66 per cent of the 1980 West Java popUlation was born in 

Jakarta, indicating out migration from this capital city to the surrounding areas. Another 

evidence shows that a large number of West Java population derive income in Jakarta on the 

basis of daily commuting migration, and circular migration (Castles 1989). 

The most striking feature of these two provinces relationship lies in the foreign trade 

sector. Due to lack of seaport, the West Java goods, such as oil and manufactured-goods, are 

exported via Jakarta, the seaport Tanjung Priok, and the airport Cengkareng. Though oil and 

gas sector from the southern coast of Java accounted in West Java province, the value exports 

of these commodities recorded in Jakarta. Imported goods in Jakarta, then would also spill 

over through the West Java province, the closest region to the administrative centre of the 

country. 

Meanwhile, the Central Java province and Special Region of Yogyakarta (Daerah 

Istimewa Yogyakarta) are combined in the Central region. These two regions have similar 

characteristics in terms of manufacturing activities. While the small scale industry are more 

prevalent in these two regions (UNIDO 1987; Hill 1990a), there existed less industrial 

concentration as regards to large and medium scale industry (Jones 1984). In these two 

provinces, employment in large:- and medium- scale industry in 1980 was loc;a'ted in the 

kabupaten distant from large cities (over 150,000). In terms of poverty problems, the two 

provinces recorded highest proportion of population live under poverty line than the majority 

of other provinces in Indonesian (World Bank 1990; Both and Damanik 1989). Similarity 

between these two provinces also shown in terms of income per capita in 1988 as recorded 

in the regional account statistics, i.e., Rp. 363,306 in Central Java and Rp. 322,069 in 

Yogyakarta. Accounted to these dimilarity, income distribution in these two provinces can be 

expected to have similar pattern. 
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Besides, Yogyakarta is being transformed increasingly into a post industrial stage, 

centred on its tourism, health and education service industries (Hill 1990a:l0S). This situation 

would be expected to affect the population in Central Java, the closest province to 

Yogyakarta. Tourism in the Central Java has also play role in generating regional income. In 

this regards, household transfers from the rest of the countries and trade sectors could be 

expected to play important roles in contributing to regional income. Moreover, the two regions 

has been a most densely populated regions, becoming a major source of migrants to the rest 

of Java and the outer island. 

The last region, Eastern Region, covers the East Java province. The characteristic of 

this province is similar to that of the Western region. The main industrial development takes 

place in the area between Surabaya, the second important port of Indonesia, Kediri and 

Malang. In the peripheral part of the province, like the north-west limestone area, the Madura 

island and the southern area the economic development lags far behind those three kabupaten 

(district) in relative terms, partly due to physical conditions (less fertile soils) and partly due 

to the location and lack of transport connections. This means that East Java alone can be 

qualified as a region with large contrasts between prosperity and poverty. So, the study of 

income distribution pattern within the East Java province alone would be interesting and 

relevant for policy formulation. 

/ 



/ 



Chapter T H a E E 

GEJmRAL POLICY .AJJD 

SPATIAL DBVELOPKDT EFFORTS IN JAVA 

3.1. The Policy towards the Development of the Key Sectors 

Macro policies towards Indonesian development can be differentiated into two major era: the 

Old Order started at the time of independence in 1945 and the New Order begun in 1966. 

In the earlier periods, Government played important roles in the economic activities, especially 

with regard to the investment in the sectors producing essential goods and services needed by 

the entire population. The needs for foreign exchange earnings encouraged the Government 

of Indonesia to invest in the Mining sector in order to explore the natural resources such as 

oil, coal, tin, etc. Moreover, the role of government can also be seen from such activities as 

electricity, water supply, oil and gas, and communication (Post and Telecommunication), and 

financial sectors. These sectoral activities were operated under the government enterprises 

called Badan Usaha Milik Negara (BUMN) in the national level, and Badan Usaha Mi1ik 

Daerah (BUMO) in the regional level. 

Yet, the New Order Government increased the roles of private investors, both foreign 

and domestic ones, especially regarding the development of manufacturing industries. This 

was marked by the introduction of three sets of policy reforms. Firstly, the foreign trade 

regime was liberalized and simplified and imports of raw materials and capital goods became 

more easily available. Secondly, the role of state enterprises in the producing sectors was 

reduced, ~nd lastly two important policies towards private sectors' development were launched: 

Act No. 1 of 1967 that regulates foreign investment, and Act No. 6 of 1968 that directs 

domestic investment (Mynt 1983). 

To this industrial development policy, a strategy has been added, emphasizing supports 

for the development of the agricultural sector. As the majority of the population derive 

incomes from this sector --rice farming in particular-- the government intended to accelerate 

the rate of growth of its output and to support the industrialization strategy. While the Old 

Order Government implemented the land-reform policy, the Government of New Order 

introduced Green Revolution Technology (the introduction of high yielding variety (HYV), 
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fertilizer,pesticide and some irrigation) through the programmes such as BIMAS (Bimbingan 

Ma.ssal, Mass Guidance) and INMAS (lntensifikasi Massal, Mass Intensification)9. 

These two basic development elements of the key sectors (manufacturing and 

agriculture) will be presented separately. Their effects on the structural transformation of the 

economy and on the spatial patterns of development will be treated as the main feature. 

Moreover, as the mining sector, especially the oil/gas sector) plays important roles in 

Indonesian economy, this sector will also be seen as to give more picture on the over all 

development patterns in Indonesian. To mention a few, the main products of this sector (oil 

and gas) contribute some 60 per cent of government revenue and some 70 per cent of the 

total exports (Tampubolon et.al. 1986). 

3.2. Manufacturing Development 

Regarding the development of manufacturing industry, the Government of New Order 

introduced three sets of policy reforms: trade liberalization, reducing the roles of state 

enterprises, and the introduction of new investment laws. These three policy instruments, 

coupled with oil boom in 1973/74 and 1979 have resulted in the success story of industrial 

"lopment in the country during the 1970s and the beginning of the 1980s. This sector's 

.e added increased annually at 12.26 per cent (at 1975 constant prices) during the period 

of 1975-1983, leading to an average increase in the Indonesian economy to achieve 7.93 per 

cent during the period (see Table 3.1.). This sector contributed 14.08 per cent annually to 

average national growth during the period (see Table 3.2.). 

The nature of manufacturing industry during this period, however, was mostly based 

on the highly protectionist Import Substitution Strategy (Mynt 1983; UNIDO, 1987; Thee, 

1989). To a large extent, the high industrial growth rate during the 1970s was due to the fact 

that the initial industrial base in the 1960s was still small. Secondly, there were high potential 

domestic markets due to the severe shortage in the previous decade. To these condition, 

additional demand from the government sector took place during the periods, as a result of 

increases in oil prices in 1973/1974 and 1979, influencing the rise of government revenue. 

The questions then are posed to what extent the development of this sector has been during 

9) See for Instlnce Loekman Soetriano (1981): Agrarian ProbLems and RuraL DeveLopment; the Cue from 
Central Jav.; Eddy Lee (1983): Agrarian Chang. and Poverty In Rural Java; Benjamin White (1986): RuraL Non
farm Eaployaent In Java; Recent Developments. Policy Issue. and Research Needs; Benjemin White (1989): 
Java's Green Revolution in Long Term Perspective (PRISMA No. 48. December); and Sediono M.P. Tjondronegoro 
(1990): Revolual Hljau dan Parubahan Sosi.1 di Pede.s.n Jaw. (PRISMA No.2. Vol. 19. 1990). 
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the 1980s, when the economy was affected by world recession during the first half of the 

decade, and when the oil prices continuously decreased until it was less than US$ 10 per 

barrel in August 1986. 

During the last decade, the industrial policy in Indonesia has shifted to export-oriented 

industrial strategy (UNIDO, 1987; Thee, 1989; Pangestu, 1990). Such policy instruments as 

trade policy, monetary policy and fiscal pOlicy10, were introduced to support this changing 

priority. The effects of these policy packages appeared to have increased industrial value 

added, as shown, in Table 3.1. This sector's value added grew at 12.84 per cent (at 1983 

constant prices) during the period 1983-1988, slightly lower than the rate in the first period. 

This influenced Indonesian economy to grow at 6.01 per cent annually during the period, of 

which the manufacturing sector contributed to 30.40 per cent annually (see Table 3.2.). 

Many reasons were underlying the lower growth rate during the second period under 

study. In the first place was the differences in the demand patterns. While in the first period 

large potential domestic demand existed, the purchasing power of fixed income earners such 

as wage labourers and the oil prices decline during the first half of the decade. These can be 

expected to reduce the demands for industrial products, particularly from the government 

sector. 

The effect of devaluation in March 30, 1983 (28%) and September 12, 1986 (31%) 

which were not followed by such policies until 1986 (Pangestu 1990) were also likely to 

contribute to the slowing down of the growth rate of manufacturing value added. In the first 

instance, devaluation increased prices of the imported intermediate inputs (in Rupiah terms). 

Secondly, it also resulted in more burden for the firms that borrowed money from abroad, 

because they needed more rupiahs to pay their debt. Consequently, they tended to increase 

their product price that would cause the decline of domestic demand. At the same time, the 

real purchasing power of fixed income earners such as wage labourers, especially the civil 

servant, also declined due to this devaluation. 

Besides, the reduction and eventually the removal of subsidies on domestic fuel could 

have also contribute to the increases in production costs. Immediately after the policy 

implementation, domestic fuel prices raised. Coupled with increasing transportation fare, this 

policy led to the rise of intermediate inputs, hence reduce the profits and value added. 

10) The., policy instruments include: Devaluation of the Currency In March 1983. and Saptember 1986; 
Foreign Trad, Policl" llunch,d in Janulry 1982. Ind custom reforms in April 1985. Simpliflcltion of Textile 
quote in July 1987. etc; Sinking Deregulltion in Jun, 1983; relcheduling such government big projectl. etc. 
For MOrt informetion about the.e policy reforml during the New Ord.r GovernM.nt •• e.: Anwlr N.sutlon (1990): 
"Recent Econoilic Rlforml". In lhe Indonesian Qulrterly. Vol. XIX. No.1.; and Merl Pangntu (1990): 
"Economic Policy ReforM' in Indonnh". 
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Table 3.1. 

Annual Growth Rate of sectoral Value Added, 
Java and Indonesia 

(Average Current Prices, 1975 - 1988) 
.... _8BB •• a:.sa: ..... _ ..... B_ ...... _~ ••• ______ •• a&IIaslHr8._ •• a:: 

AVERAGE 1975-1983 (Constant 1975 price.) 
--------... _---------------------------._---------_ .... _---

SECTORS 
WESTERN 
REGION 

CENTRAL 
REGION 

EASTERN 
REGION 

TOTAL TOTAL 
JAVA INDONESIA 

.... _. __ ... ISB1If8 ..... SS ................ ••• ........ __ .............. -· 

(1 ) (2) ............. --.-.... 
1 AGRICULTURE 4.83 
2 tllNING 5.24 
3 MANUFACTURING 15.22 
4 UTILITIES 22.68 
5 CONSTRUCTI ON 20.06 
6 TRADE 4.88 
7 TRANSPORT 12.01 
8 FINANCE 18.52 
9 SERVICES 14.03 

10 oil/Ga. GOP 5.07 
11 Non-oil/gas GOP 10.07 
12 GDP Total 9.74 

(Continued) 

(3) (4 ) (5) (6) ........ _ .. ....--....... _ .... 
5.18 
3.93 

12.67 
18.31 
19.37 
9.08 

14.46 
13.59 
11.16 

0.00 
9.04 
9.04 

5.12 
31.84 
11.45 
18.36 
15.28 
11.34 
9.40 
8.85 
6.90 

0.00 
8.15 
8.15 

4.99 
5.87 

13.18 
21.30 
19.31 

7.44 
11.34 
15.86 
11.21 

5.07 
9.22 
9.08 

5.31 
3.37 

12.26 
20.76 
18.40 
7.74 

12.03 
13.81 
10.94 

3.26 
9.09 
7.93 

•• a:~~B==DC=====.a: •• ======~cc===c=======.==== ••••• a: ••••••••••• ========.&8 •••• 
AVERAGE 1983-1988 (Constant 1983 price.) 

SECTORS 
WESTERN 

REGION 
CENTRAL 
REGION 

EASTERN 
REGION 

TOTAL TOTAL 
JAVA INDONESIA 

•••••••••• c •••••••••••••••••••••• == ............. csa.a: •• saa ........... sacs ••• 

(1 ) (7) (8) (9) (10) (11 ) 
•• == ••••••••• ==== ••••• =.=== ••• == •• a •• ====.==.== ........ c=83 ................ = 

1 AGRICULTURE 
2 MINING 
3 MANUFACTURING 
4 UTILITIES 
5 CONSTRUCTION 
6 TRADE 
7 TRANSPORT 
8 FINANCE 
9 SERVICES 

10 oi l/GII GOP 
11 Non-oil/ga& GOP 
12 GOP Total 

5.98 
3.81 

12.93 
14.15 

5.91 
7.61 
7.81 
7.90 
4.89 

3.74 
8.03 
7.62 

5.72 
13.60 
14.14 
16.67 
6.69 
5.10 
6.S3 
5.46 
6.31 

31.27 
6.40 
7.02 

4.04 
6.26 
9.20 
4.49 
4.15 
7.19 
4.88 

10.52 
3.88 

8.37 
5.91 
5.91 

5.11 
4.04 

11.98 
12.59 

5.64 
6.97 
6.80 
7.81 
4.95 

6.99 
7.02 
6.99 

Note: - Wa.tern Region covers Ja~arta and Wast Java province5. 

5.53 
0.65 

11.69 
12.84 
4.85 
7.04 
6.76 
7.71 
5.27 

2.71 
6.91 
6.01 

- Central region covers Cantril Java and fogyakarta province •. 
- Eastern Region included Madura island. 

Source: Calculated from Bappena.: DATA 8ANK FILES. 

Similar patterns of industrial development appeared to have taken place in Java island, 

in which the majority of manufacturing firms have operated. Industrial concentration in the 

region are high, leading to uneven distribution of industrial activities. The 1986 Economic 

Census recorded that 70.29 per cent of industrial firms located in Java island. Moreover, some 

53.5 per cent of industrial output in 1985 (large/medium- and small-scale units) were 

generated in Java island. Further information concerning industrial employment also suggests 

that 78.2 per cent of manufacturing employment in Indonesia was sited in Java island alone 

(Hill 1990a:l02). Departed from the above account, the development of manufacturing industry 
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Table 3.2. 

Sectoral Share to Regional Growth 
in Java and Indonesia 
(Average 1975-1988) 

... .....ar:s.a: ....... _.ICC ....... __ .IJIr ... ....._ ...... _ .... _ •• __ •• a 

AVERAGE 1976-1983 (Conltant 1975 prlcas) 
--------._------------_._---------_._._--•• -._---- ••• - ___ a 

WESTERN CENTRAL EASTERN TOTAL TOTAL 
SECTORS REGION REGION REGION JAVA INDONESIA 

........ &aa~c.c:a ...... tnltClI:C.C.IUIt& •• IUUI_&.&& .. a&a& ••• I:Ctu:al&lllatCBsa. 

(1 ) (2) (3) (4) (5) (6) 
•• _1al ............ _ ...... _CIt ....... lltCasc_._...nraIlUl: .... _._a:a: 
1 AGRICULTURE 8.26 
2 MINING 2.65 
3 MANUFACTURING 17.13 
4 UTILITIES 3.12 
5 CONSTRUCTION 10.61 
6 TRADE 14.09 
7 TRANSPORT 7.64 
8 FINANCE 16.96 
9 SERVICES 19.54 

10 Oil/Gas GOP 2.46 
11 Non-oil/;., GOP 97.54 
12 GOP Total 100.00 

(Contlnuad) 

19.14 
0.03 

14.64 
0.76 

10.95 
19.34 
7.00 
B.36 

19.71 

0.00 
100.00 
100.00 

15.38 
1.35 

16.58 
1.76 
2.23 

35.40 
12.82 

5.64 
B.84 

0.00 
100.00 
100.00 

14.51 
2.14 

16.37 
2.17 
8.13 

20.56 
7.63 

11.46 
17.03 

1.69 
98.31 

100.00 

17.90 
7.40 

14.08 
1.70 
7.70 

18.36 
8.80 
9.08 

14.97 

7.80 
92.20 

100.00 

AVERAGE 1984-1988 (Constant 1983 prices) 

SECTORS 
WESTERN 

REGION 
CENTRAL 
REGION 

EASTERN 
REGION 

TOTAL TOTAL 
JAVA INDONESIA 

aacccc=cc======cac========= •• a:c=============c===c===c==.= •• =====C.C~&&a.&E= 
(1 ) (7) (8) (9) (10) (11 ) 

"1I:== •• a:=========a==========a:=============== •• ===.II:== ••• ============_== •• sa= 
1 AGRICULTURE 9.55 
2 MINING -0.49 
3 MANUFACTURING 31.99 
4 UTI L IT I ES 4.49 
5 CONSTRUCTION 6.34 
6 TRADE 22.81 
7 TRANSPORT 9.91 
8 FINANCE 7.36 
9 SERVICES 8.04 

10 Oll/Ga, GOP -0.68 
11 ~on-oil/;;' GOP 100.68 
12 GOP Total 100.00 

Nota: AI Table 3.1. 

26.14 
0.84 

28.68 
1.55 
4.47 

14.60 
4.27 
4.75 

14.64 

11.47 
88.53 

100.00 

20.97 
0.45 

26.72 
0.62 
3.31 

24.52 
5.33 
8.60 
9.47 

0.11 
99.89 

100.00 

15.77 
0.76 

29.58 
2.77 
4.89 

21.49 
7.14 
7.67 
9.91 

2.95 
97.05 

100.00 

20.98 
-3.10 
30.40 
2.43 
4.09 

21.24 
7.27 
6.45 

10.24 

4.14 
95.86 

100.00 

Thl Ihare "''' calculated from the absolute Increull In each IIctor 
divided by the absolute Incra •• I' of Total GDP 

Source AI Table 3.1. 

in Java (especially those producing non-oil/gas) would reflect the bulk of Indonesian 

manufacturing industries. 

In Java, the regional account statistics recorded 13.18 per cent annual increases in 

manufacturing value added during the periods of 1975-1983 (at 1975 constant prices), little 

bit higher than the national average. Yet, this sector's value added increased annually at 11.98 

per cent (at 1983 constant prices) during the periods of 1983-1988, more slowly than the 

previous period but still higher than the national growth rate. (see: Table 3.1.) 
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Meanwhile, the contribution of this sector to overall increases in the economy of Java 

region, is slightly different to that of in Indonesian case. During the first period (1975-1983) 

this sector endowed 16.37 per cent to total Java economic growth, slightly higher than the 

national figure. However, in the second period it only supported annually 29.58 per cent, a 

little bit lower than the national annual average. 

The arguments of declining industrial performance presented above seemed to be the 

major reasons for lowering share of this sector to contribute to the Javanese growth rate. 

Besides, in this region, especially in Jabotabek, the structure of the manufacturing industries 

are highly concentrated in producing consumer goods such as food, beverage and tobacco, and 

those of producing goods for domestic demands like motor vehicle, chemical products, paper, 

etc. While in the Outer Islands they are more natural based in nature, such as fertilizer, oil 

refinery, gas processing, wood processing, etc., which are to a large extent used for exports. 

In this regards, Tampubolon eta!. (1986) argues: 

... a depreciation of the rupiah in terms of non-US dollar currencies does not affect 
the dollar exports earnings from the oiliing provinces and 'agricultural' oriented 
provinces, since most of the export commodities of these provinces are traded for in 
US dollars, but it can affect [adversely] the export earnings of the 'manufacturing' 
provinces,which export a considerable part of their exports to the Western Europe and 
Japan. (p. 6). 

As a manufactured-goods producing region, Java were much more affected by such decreasing 

value of Rupiahs against the non-US dollar currencies. 

The question then arise to the extent of spatial distribution of this sector development 

v.rithin the island. The investigation of this patterns will be presented in Section 3.5. 

3.3. Agricultural Development 

bulk of Indonesian population live in rural areas. The 1980 Population Census recorded 

.' per cent rural population in that year, while Intercensal Survey 1985 accounted them to 

73.8 per cent. They are predominantly engaged in agricultural sector, of which rice farming 

is a dominant activity. The government policy has intended to support the development of this 

sector, in order to support economic growth and to sustain industrial growth. Increasing rice 

production became the priority of the policies, in order to relieve rice imports which 

amounted to some 628 thousand tons in 1968 and about 955 thousand tons in 1970 (Affandi 

1987:23). The policy instruments also aim at augmenting the yields and quality of production 

in order to meet the needs of foods and raw materials for industries, boost exports, improve 
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income of farmers, expand employment and business opportunities, and also to support 

regional development. 

As mentioned in the first part of this Chapter, the development of agricultural sector 

in Indonesia, in Java and Bali to a greater extent, can be characterized as the introduction of 

green revolution technology. Many have noted the success story of this strategy to increase 

its production, leading to high economic growth in the country. (Lee 1983; White 1986 and 

1990; Affandi 1987; Tjondronegoro 1990). Table 3.1. also shows that agricultural value added 

in Indonesia grew at 5.31 per cent annually during the periods of 1975-1983 (at constant 1975 

prices), contributing 17.90 per cent to absolute growth of the national economy. Meanwhile, 

those in Java increased at 4.99 per cent annually, resulting in its share to contribute 14.51 per 

.cent to Javanese economic growth. 

Moreover, the growth rate of agricultural value added during the period of 1983-1988 

appeared to be slightly higher than the first period, that was 5.53 per cent annually at 

constant 1983 prices. Similar situation was observed in Java where this sector's value added 

increased at 5.11 per cent annually. These patterns influenced the absolute growth of this 

sector to contribute 20.98 per cent to the national economic growth, and 15.77 per cent 

annually to Javanese growth, respectively. Besides, these annual increases allowed Indonesia 

to become a self -supporting country in terms of food production in 1986, especially regarding 

to rice production (Affandi 1987:23). 

These progresses affected an increase in rice consumption, and its extension to regions 

where rice has not been the staple food. In view of the efforts to diversify staple food, this 

situation were considered contrary to the idea. The government policies then were formulated 

to promote food diversification, to encourage people to use more frequently non-rice 

carbohydrate such as corn, cassava, etc., and to use animal and vegetable protein from the 

domestic markets. This policy package was also likely to improve value added of the livestock, 

as about 11.7 per cent annually during the periods 1987 to 1983, and more than 6 per cent 

annually during the period 1983 to 1988. The development of this sub-sector seems to be 

higher in Java, in which its value added annually increased at average 15.7 per cent and more 

than 7 per cent, respectively, during the same periods. 

Before going further to the effect of this pattern in the context of balance 

development between region and within the region, their effects on the structural 

transformation of the economy will be presented first. The discussion will limit with the 

context of the share of each sector in incomes and in employment. 
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3.4. Structural Transformation 

The process of economic development in Indonesia aims at transforming the economy from 

predominantly traditional agricultural activities into more balanced development between this 

sector and the rest of the economy, especially manufacturing industry. Increasing value added 

of agricultural and manufacturing sectors as already investigated, led to the structural 

transformation in the national economy, as shown in Table 3.3'. The share of agricultural 

sector's value added decreased during the periods, while the share of value added of the 

combined sectors (manufacturing and mining) increased. 

For over all Indonesia, the share of agricultural value added decrease from 28.11 per 

cent (average 1975-1983) to 23.11 per cent (average 1983-1988). Meanwhile, the share of the 

other two sectors (mining and manufacturing) increased from 31.30 per cent to 31.24 per 

cent. The lower share of the last two sectors was due to decreasing share of mining sector 

(minus 5.28 per cent point), while for the manufacturing sector, the share of its value added 

to total Gross Domestic Product (GDP) increased 6.72 per cent point. The continuous decline 

of oil prices during the second periods was the main reason why the mining sector decreased 

its value added share. Increasing share of 

non-oil/gas sector (line 11) support this argument. The last category increased its share from 

76.71 per cent to 80.96 per cent, while the share of value added share of oil/gas sector (line 

10) decreased from 23.29 per cent to 19.04 per cent. 

This structural transformation has also taken place in Java. The share of agricultural 

sector decreased from 29.43 per cent to 22.27 per cent, while manufacturing sector increased 

its share from 12.30 per cent to 17.28 per cent (increases in 4.02 per cent point). The overall 

non-oil/gas sector, however, decreased during the same periods. The major reason for this 

decline was decreasing share of the trade sector, from 24.04 per cent to 20.85 per cent. 

Declining share of trade sector in Western and East regions seems to be the ultimate 

reason. In these two regionsirideed,the first and second major seaport of Indonesia are sited, 

i.e., Jakarta in the West and Surabaya in the East Region. As the national capital city, Jakarta 

becomes the main port of such goods and services to be imported from and exported to the 

rest of the worlds. Similarly is Surabaya, the second largest urban centre to Jakarta which 

used to be the main seaport during the colonial periods. Moreover, Jakarta also play important 

roles in distributing such goods and services to the western part of Indonesia (Sumatera island 

in particular). Similarly is Surabaya, which is as the main port of goods distribution from and 

to Eastern Indonesia. 
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Table 3.3. 

The Distribution of Sectoral Value Added 
in Java and Indonesia 
(Average 1975-1988) 

....... sa .................... • ..... • .... ·.-.E8 ....... amna~ ................ • 
AVERAGE 1975-1983 

SECTORS 
WESTERN CENTRAL EASTERN 
REGION REGION REGION 

........ l:l:l:cc::a..a&&IU:IU:.c ................. _ .... •• 

(1 ) (2) (3) (4 ) ........ _.aaa __ ..• _. ___ .................. 
1 AGRICULTURE 17.88 
2 MINING 7.77 
3 MANUFACTURING 12.53 
I, UTILITIES 1.15 
5 CONSTRUCT! ON 5.04 
6 TRADE 26.80 
7 TRANSPORT 6.14 
8 FINANCE 9.54 
9 SERVICES 13.14 

10 OiL/GI' GOP 7.60 
11 Non-OiL/GI' GOP 92.40 
12 GDP TotaL 100.00 

SECTORS 

(Continued) 

WESTERN 
REGION 

41.29 
0.38 
9.90 
0.31 
3.63 

19.77 
4.40 
4.92 

15.39 

0.00 
100.00 
100.00 

38.62 
0.37 

13.71 
0.54 
0.84 

23.04 
6.50 
3.48 

12.90 

0.00 
100.00 
100.00 

AVERAGE 1983-1988 

CENTRAL 
REGION 

EASTERN 
REGION 

TOTAL TOTAL 
.JAVA INDONESIA _ .... ... -_. 
(5) (6) ....... .......-:: 

29.43 
3.87 

12.30 
0.78 
3.45 

24.06 
5.86 
6.67 

13.58 

3.59 
96.41 

100.00 

28.11 
21.19 

9.11 
0.50 
2.90 

18.10 
5.33 
4.71 

10.04 

23.29 
76.71 

100.00 

TOTAL TOTAL 
JAVA INDONESIA .E& ..... c.c=======c====c::c ••• a===============:c::=========a ••••• cl: .......... _ 

(1 ) (7) (8) (9) (10) (11) 
.1:================================================1:==& •••• CII:I:====':=': ••• === 

1 AGRICULTURE 13.04 32.48 30.74 22.27 23.11 
2 MINING 7.60 0.52 0.41 4.03 15.41 
3 MANUFACTURING 18.00 15.70 17.20 17.28 15.83 
4 UT IL IT I ES 2.23 0.68 0.87 1.51 1.04 
5 CONSTRUCTION 7.30 5.17 4.62 6.08 4.52 
6 TRADE 21.44 19.52 20.84 20.85 17.38 
7 TRANSPORT 7.81 4.31 6.77 6.76 6.21 
8 FINANCE 11. 74 5.58 4.88 8.46 6.20 
9 SERVICES 10.84 16.04 13.67 12.77 10.30 

.ecc=_ecc=:====c:_: •• :=:= •••• :_:.c:===:::===_:=::=_=:= ••••• c •••• I: •••••• ==_ 
10 Oi L/GIS GOP 7.43 4.31 0.06 4.67 19.04 
11 Non-Oi L/Gas GOP 92.57 95.69 99.94 95.33 80.96 
12 GOP TotaL 100.00 100.00 100.00 100.00 100.00 

Note: AI tabL, 3.1. 

Source: AI TabLe 3.1. 

Again, the adverse effect of such policy instruments as the devaluation of the Rupiah 

against the US dollar and other foreign currencies on March 1983 and on September 1986; 

and trade policy introduced in April 1985 and October 1986, can be expected to contribute 

to this pattern. Even though these policy packages had positive outcomes in reducing the 

deficit current account of Balance of Payments (Nasution 1990), it was likely that these policy 

instruments affected adversely the trade sector. During the first three years of REPELITA III 
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(1984/1985 - 1986/1987), the values of both exports and imports continuously declined.11 

Thus, the trade activities during the second period under study were affected adversely, 

leading to relatively slower growth rate of the value added of the sector in both regions than 

the previous period. 

The structural transformation also took place in relation to employment. Table 3.4. 

shows this transformation from predominantly agricultural activities in 1970s to more balance 

between agriculture and non-agriculture. Whereas agricultural employment in 1971 was 

recorded at 66.3 per cent, it decreased considerably until it reached 54.9 per cent in 1985. 

Sectors 

Table 3.4. 

The Structure of Employment in Indonesia 
1971 - 1987 

Popullt i on 
Census 
1971 

(per Cent) 

L.bour Population 
Force C.nlus 
Survay 1980 
1976 

Intercenul 
Survey 
1985 

.... 8.= ••• CZC.=~C=======.C=.C= ••• ====BCC= ••• = •• ===.==C=c.cac •••• =.ccccszcc ••• _css== 

(1 ) (2 ) (3) (3) (4 ) 
•• a ••••• c •••••• =:== •• := •••• _=.:==_ •••••••••••• ==::=: •• === •• c ••••• ==.== ••• cacaac.=== 

1. Agriculture etc. 
2. Hanufacture 
3. Trade etc. 
4. Tr.nsport & 

Comlllunication 
5. Services 
6. Others 

Per cent 
TOTAL 

Hi Ilion 

66.3 61.6 55.9 
6.8 8.4 9.1 

10.8 14.4 13.0 
2.4 2.7 2.8 

10.3 10.7 13.9 
3.4 2.2 5.3 

100.0 100.0 100.0 

40.34 48.43 52.43 

Note: Sector 1 included livo,toc~, Fishory .nd Forestry 
Sector 3 included hot.l .nd restaurant 

54.9 
9.3 

15.0 
3.1 

13.3 
4.3 

100.0 

62.46 

Sector 6 Included utilities, construction and unclassified workers 
Sourc.: Hananto Sigit (1989): "Transforma.i Tenag8 Kerja di Indonesia Solama 

Petita", in PRISHA, No.5. Vo1.18. Table 1. p. 5. 

However, manufacturing industry which has been hoped to contribute to employment 

transformation has not gave any indication on it. It is shown that in Indonesia as a whole, 

labour force absorbed in this sector only increased from 6.8 per cent in 1971 to 9.3 per cent 

in 1985. Meanwhile, among the "non-A" sector, the trade sector (including hotel and 

restaurant) absorbed 10.8 per cent employment in 1971 and 15.0 per cent in 1985, 

respecti vely. 

11) Th. following figures .how what wa. happening in the foreign trade .octor during this periods 
(In Hillion USS). 

Export Velue 
I.port Value 

1984/1985 
19.901 
14.427 

1985/1986 
18.612 
12.552 

1986/1987 
13.697 
11.451 

Quoted from: Ekonoai dan reuanqan Indonesia, Vol. 35. No.4. p. 388. 
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Further information suggests that agricultural employments who were transformed into 

the non-A sector were among the farm labourers (Sigit 1989). It is plausible to say that some 

of them could have migrated to urban areas. While in 1976 urban active population recorded 

at 1.6 million, in 1985 they were accounted to 2.9 million (Hasibuan 1990:7B). 

The most striking feature in this process is the role of informal sectors, which 

absorbed the majority of increasing labour supply. Among these sectors, trade and service 

sectors were dominant. In 1982 for instance, informal sector in the trade sector in urban 

Indonesia accounted to 43.29 per cent, while those in the service sector amounted 

to 17.27 per cent.12 In other words, the formal sector in urban areas has limited impact on 

increasing rural labour supply. The requirement of the formal sector to absorb employment, 

such as high education and value skilled, limit its capacity to absorb rural labour migrants 

who have limited education and skill. 

3.5. Spatial Development Patterns 

The regional development of the country aims at equalizing the distribution of development 

and its yields throughout the country, enhancing auto activities and participation of the people 

in development activities, improving the people's capacity to utilize natural resources and to 

maintain their preservation, overcoming various urgent problems especially in relatively 

backward regions, and improving relations between towns and its surroundings13. 

Departed from the above policy description, interregional and intraregional balance 

development should take place in the country. The first proposition can be seen from the 

development patterns across regions, while the second feature can best be viewed from the 

pattern of development taken place in urban and rural areas. 

In relations to the development of manufacturing industries, many have noted the 

achievement of this strategy to influence high economic growth of the country. However, they 

tend to concentrate in the island of Java of which historically, politically, culturally and 

economically the centre of archipelago, and which has better infrastructure and administrative 

institutions, even before the country's independence. To a lesser extent, the development of 

industry in outer islands seem to concentrate in few regions in which natural resources, such 

12) For aor. infor.ation .bout Infor.al s.ctor In Indonl,il 'I' for instlncI; BPS: rekeril Sector 
Inforaal di Indonesll, Biro PUllt Stltiltik, Jlklrtl, February 1986. 

13) Quotod froll: Dapart.ant of Infor •• tlon Republic of Indonesia; Indonesia 1290. An Official 
Handbook, p. 68. 
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as oil and gas is located, like Aceh with its natural gas, Riau and East Kalimantan with their 

oil and gas in the latter province. In other parts of the country, Kalimantan in particular, also 

existed such type of wood processing industry as those producing sawmill and plywood. 

In Java island itself, the development of industries has been concentrated in few urban 

centres. Table 3.5. shows that output of large- and medium-scale industries in Indonesia are 

concentrated in a bi-polar location in Java; Jabotabek and Surabaya and its surrounds. Some 

36 per cent of the output of non oil/gas industry in Indonesia was generated in Jabotabek 

in 1985, and 11.1 per cent output in Surabaya and surrounds. In sum, 70.3 per cent of the 

,utput of non oil/gas industry was generated in only 8 locations (Hill 1990:1 07), in which 5 

_'f them were in Java, i.e. Jakarta and Bandung in the Western region, Surabaya and surrounds 

as well as Kediri in Eastern Region, and Semarang and their surrounds in the Central region. 

When the analysis included oil and gas, it is shown that 82.7 per cent of output of large-and 

medium-scale industry is concentrated in 13 major centres, of which Jabotabek, and Surabaya 

and surrounds accounted for 22.7 per cent and 6.9 per cent, respectively (ibid). 

Table 3.5. 

l\.1ajor Industrial Concentration in Java, 1985 
(% age Output) 

Regions 

(1 ) 

WESTERN: 
- Jakarta and 

surrounds 
- hndung and 

lurrounda 
CENTRAL: 

- Salllarang and 
surrounds 

- Cillcap 
EASTERN: 

- Surabaya and 
surrounds 

- ICed;rl 

Excluding 0; I 
and gas 

(2) 

36.2 

6.7 

1.9 

n.' 

11.1 

6.7 

Including oil 
and gas 

(3) 

22.7 

4.2 

1.2 

5.9 

6.9 

4.2 

Note :Thelarga- and .. adiUIII-lIcala only (firllli Imployed ~ 20) 
Parcentaga to respective classification In Indone.ia. 

Source: Hal Hill (1990.), Table 11, p. 107. 

On the aspect of small-scale industry distribution, UNIDO (1987) found that, though 

they are spread throughout the country, they are more prevalent in some provinces, e.g. Aceh, 

Central Java, Yogyakarta, Central Kalimantan, North and South Sulawesi (Hill 1990a:29). 

Further evidence indicates that the Central regions of Java (Central Java and Yogyakarta) have 

become a heartland of this type of manufacturing industry (Hill 1990a; Tambunan 1991). The 

1986 Economic Census also recorded that some 30.44 per cent of the 1985 Indonesia small-
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scale industries are located in the Central region, while those in Western and Eastern regions 

accounted to 26.47 per cent and 20.48 per cent, respectively14. 

In sum, though there was a tendency towards decreasing industrial concentration, Java 

and some resource-based provinces become a predominant regions. Even though the 

development of industrial plants in the outer island has considerably decreased the 

concentration of industry in Java since 1963, especially during the last two decades (Hill 

199'Oa:l03), some 53.5 per cent of the output and some 78.2 per cent of employment of the 

firms employed 2: 5 workers are sited in Java island. While in the Outer Islands, they were 

more prevalent in a few resource-based province; namely Aceh, Riau, and East Kalimantan 

which generated some 32.2 per cent output of total manufacturing industry in 1985 (Hill 

1990a). 

These activities are in a number of cases located in large urban centres, such as 

provincial capital cities and the city treated as a "growth poles or centres". Though the 

strategy of industrialization led to high economic growth of the country, this growth were 

much enjoyed by urban dwellers (World Bank 1990). Meanwhile, rice production --the main 

sources of the bulk of the rural poor-- grew slowly during the decade, and coupled with 

rapid growth of the population, they resulted in increasing the rural poor, at least prior to 

the 1980s. In other words, the strategy of industrialization alone would result in urban-rural 

imbalance. 

The strategy of agricultural development has also resulted in Indonesian good 

performance, as it became a self -supporting country in terms of rice production in 1986. 

However, many have also noted that this growth resulted in relatively stagnant income 

distribution in rural areas during the 1970s, if not widened the gap between the rich and the 

poor in rural region. Lee (1983) for instance, argues that in the scarcity of land (in Java 

particularly), increases in output per hectare could be expected to lead to a decline in the 

income share of labour (p.243-44). White (1989) further argues that the rural labours (both 

men and women) have been affected by such technical changes in ground preparation, 

planting, harvesting and processing. In most places there were replacements of "fingerknife" 

(ani-ani) by the sickle in harvesting, rotary or toothed weeders in place of hand weeding, in 

other diesel-powered rice hullers in place of hand pounding, in some areas tractors in place 

of the hand hoe or animal-drawn plough. These situations coupled with shifting the system 

14) Cllculltld frOM Biro PU'lt Stltistik, HI.,1 Plndaftlran Plrullhlln/U'lhl. SE'86 Sirl AA (angka 
Tetap). 
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of labour recruitment, from the traditional open labour market to the more exclusionary 

practices, have resulted in the uneven distribution of agricultural incomes. During the periods 

of rapid growth of production (19705), the share of output received by hired labour decline, 

proportionately, to the much more rapid growth in farmer's net income from crop production 

(p.76). 

White (ibid) also concludes that only a small but politically important minority of rural 

population who accrued the main benefits of intensification (p. 74). In the similar direction, 

Tjondronegoro (1990) says that the Green Revolution was much more in favour of large 

farmers than to those of the small ones. The large farmers were more able and willing to 

involve in the BIMAS and INMAS programmes by using such modern technology as HYV, 

fertilizer, pesticide and tractors due to the ability of their funds. Meanwhile, for those of the 

small farmers this case was unlikely to be so. They were afraid of taking risk by investing 

their money to involve in the programmes, and they also require more cash for their 

consumption, while the rice floor-price were not ensured at the time of first implementation 

of this policy.(p:6). 

In sum, the growth-oriented development strategy adopted in Indonesia was unlikely 

to balance the development gain and to reduce income inequality and mass poverty, especially 

during the 19705 and the beginning of the 1980s. In this regards, Harry T. Oshima argues: 

••• the introduction of .conomic growth i. lik.ly to wld.n the distribution. If aod.rnlzatlon bag;n 
In the urban ar ... with aodarn induatrlu ( •. g., for proc ... lng and- transporting traditional 
axports), Inco.e Inequality .ay widen becau.I the ahlr. of .arclntlle groups .ay incr •••• faster 
th.n the inco •• , of othera. In the rural area., the ;ncr.a.1 in the demand for agricultural products 
for proceiling and ,xports .IY b.n.flt the flra In upp.r inco •• brlck.ta. Thua only the higher 
Inco.e group. in both rural and urban area. will b. favourably affected by Initial aodern;zat;ons. 

Or aodernization .ay begin in the rural areas. New agricultural technologies such as 
higher-yielding and new varietia, of clr.als, plantation and industrial crops .ay llad to higher 
.inco., for tho.e able and willing to Idopt them. At. the out.et, only a amall group of faraorl will 
be adopting the nlw vlrlltll., i.e., thoae better altuated towards the .arkot. and with finlnclal 
and physical re.ource required by the technologies, a. wall a. with tho capabilitle. and infor •• tion 
to take advantaga of govarnment larvice, and inputs which are llkoly to b. at th. out •• t s.varely 
If.lted In quantity. They are likely to be the far.era with the large income, and not the IDall, 
subli'atence pealant. ramota from the •• rketa and government agencle •• The ahara of the uppar groups 
will riae but not thoae of othera. (1982:102). 

Did this statement hold true for the Indonesian case, especially in Java? This study 

will try to investigate the patterns of personal income distribution in Indonesia, with special 

attention to Java during the 1980s. Before going further to this subject, Table 3.6. shows the 

factor share distribution of development gains in Indonesia as a whole. It was likely that 

Oshima's statement was holding true in Indonesia, at least until the end of the 19705, when 

such modernization were implemented and high economic growth was taken place. Both 

peasant families (those who owned ~ 1 Ha) and farm labourers decreased their income share, 

from some 28.58 per cent in 1975 to some 26.83 per cent in 1980. This information was in 
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Table 3.6. 

Household Income Disttibution Patterns in Indonesia 

1975 - 1985 

Houllhold group 1975 1980 1985 
~ ... ~aeaa~*~"~·~Bma __ am ____ ma~ __ .mamsm __ ma __ maBmam __ a=ma.aaa3Saa __ a3-= 

(1 ) (2) (3) (4) .... a:e_ ................ &&&&a ...... _____ .... __ ... _____________ ... __ ............ ...... 

Agricultur. 
1. E.ploy .. 
2. Op.rator, landownar $ 0.500 H. 
3. Op.rator, landown.r 0.501 - 1 Ha 
4. Op.rator, landown.r > 1 Ha 

Non-agricultura, Rural Araas: 
5. Lowor Lov.l: Non-agricultural s.lf

•• ploy.d, Cl.rlc.l, R.tall .al.s, 
p.r.onal •• rvlc. and transport & 
.Inu.l work.rs 

6. Non-l.bour fore •• nd uncl.sslfi.d hou •• holds 
7. Highlr llv.l: Non-.grlculturll •• If-

.~ploy.d, Cl.rical and .al •• , s.rvlc.s, .anag.r, 
sup.rvlsors, t.chniclans, t.ach.rs and non civilians 

Non-Igricultur., In Urb.n Ar.as: 

6.30 
12.95 

9.33 
15.92 

11.85 

2.61 
6.57 

8. Low.r L.v.l: Non-.grlcultur.l S.lf- 14.63 
.mploy.d, Cl.rlc.l, R.t.il lal.s, 
p.rsonal •• rvlc •• nd transport & 
.anual workers 

9. Non-l.bour forc. and uncla"ifi.d households 2.60 
10. High.r l.v.l: Non-agricultur.l s.lf- 17.24 

.mploy.d, Cl.rical and sal.s, s.rvic.s, •• nager, 
sup.rvisors. t.chnici.n., t •• ch.r •• nd non clvili.ns 

5.21 
13.74 

7.88 
14.56 

14.42 

2.80 
6.32 

16.67 

3.66 
14.74 

4.08 
13.16 
6.54 

12.92 

9.85 

3.76 
10.02 

16.46 

5.26 
17.94 

TOT A L 100.00 100.00 100.00 
.===t:t=w:==-=:s:=====-=CC=:.:I:1Cs::ca:cc:a-============""""=============== ..... .,..,., .... = 

Sourc.: S lamet Sutomo and N i n. Sur i Su lilt i ani; "D ilt r I bus I P.nd.patan din Po la P.ng. l uar.n 
Rum.htangg.: P.ng.m.tan Blrd.s.rk.n SNSE Indon •• i. 1975 dan 1980", In Ekonomi dan 
K.ulngln 'ndontsi •• Vol. 35, No.2, 1987, T.bl. 7, p. 231 

For 1985 figure, Ire cllculated from: BPS, "Social Accounting Hatrix Indonesia 
1985", Paper pre.ented in the Seminar on Integrated Account. of Indon •• ia, J.k.rta 
H.rch 6, 1991, Tabl. 3.2.4., p. 47. 

agreement with what World Bank (1990) found, i.e., the poorest people in Indonesia was 

among the farmers who owned land (0.1 - 0.5) Ha. 

Among the households in this group, the farmer households who owned land s 1 Ha 

decreased their income share from some 22.28 per cent in 1975 to 21.62 per cent in 1980. The 

1985 Social Accounting Matrix (SAM) also indicates decreasing income share of this group, 

i.e., to become 19.70 per cent. 

Similarly was for those of the farm labourers, whose income share fell from 6.30 per cent in 

1975 to 4.08 in 1985. 

The unexpected figures are for the farm households who owned land more than 1 ha. 

Their share decreased considerably during 10 years, from 15.92 per cent in 1975 to 12.92 per 
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cent in 1985. Increases in income share of non-farm 15 higher income level in both rural and 

urban areas (line 7 and 10) would be a reason for decreasing share of the whole farm 

households. The share of higher income level in rural areas increased from 6.57 per cent in 

1975 to 10.02 per cent in 1985, though it decrased slightly in 1980 (6.32 per cent). Similar 

patterns took place for those in urban areas, whose income share increased from 17.24 per 

cent to 17.94 per cent. The last figure was much higher than that in 1980 (14.74%). 

Another interesting feature is the fact that the income shares of non-labour and 

unclassified households have increased during the periods. The income share of those in rural 

areas increased from 2.61 per cent, 2.80 per cent and 3.76 per cent during the periods, 

respectively. While the increases income share of those in urban areas were faster, as it 

inclined from 2.60 per cent (1975) to 3.66 per cent (1980) and 5.26 per cent (1985). Increasing 

share of tranfer from government, corporate and household sectors to these households can 

be expected to influence this pattern. 

The question then arises to the extent of the patterns of income distribution among 

individuals. Chapter Four will deal with this subject. While the above pattern was merely 

based on the "functional or factor share" distribution of income, Chapter Four will concentrate 

in the "personal or size" distribution of income. 

15) Included in the non-fara population are people who work outside agriculture. Therefore, those 
engaged in agricultural labours are not included in this category. 



Chapter F 0 U R 

THE PATTERNS OF INCOME DISTRIBUTION 

4.1. Introduction 

This chapter deals with the analysis of personal income distribution in Indonesia, with special 

attention to the patterns in Java island. The first part of this chapter concerns with the 

problems commonly faced by practitioners, in choosing measures to provide reasonable 

indi_cator of the pattern of personal income distribution. This part will be followed by analysis 
'::5;·:-

of income distribution patterns based on the measurements discussed in Chapter Two. 

Before arriving at these two subjects, it is important to note the concepts of income 

and of area in which the study is concerned. All of the measures used in this research paper 

are based on the average per capita income. It was individuals not households who suffer 

from hunger and poverty. So, the use of per capita incomes would give more information 

about the patterns of income distribution rather than those of the household income 

distribution. 

To arrive at this figure, first, all incomes of the household members were combined. 

Secondly, total household incomes were adjusted by level of household consumptions. Thirdly, 

these adjusted incomes were divided by the household size. Based on the adjusted average 

income, all households were classified into 11 income classes according to the average per 

capita income. Besides, all households were classified into 11 categories, i.e. 10 sectors of one 

digit ISIC plus Transfer Incomes, according to the main income sources of the households. 

This was done based on the largest income sources of the household members. 

Lastly is the concepts of urban and rural areas. Central Bureau of Statistics16 classified 

urban village (desa urban) based on three major indicators. "Desa" is classified as Urban if 

it has: 

1. population density ~ 5,000 people per square kilometre. 
2. S 25 per cent of farm households. 
3. certain score of numbers of "urban facilities", such as education, health centre 

(Hospital), etc. 
4. certam score of the average distance between the village and the "urban facilities". 

16) For .or. ;nfor~lt;on about Urban Ind Rural Division, I •• : Hanlnto Slglt and Agus Sutlnto (1983): 
"0 ... din Plnduduk Perkotun M.nurut Oeflnhl P.rkotun Sensu. Penduduk 1971 din 1980". 

43 
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Based on this definition, there would be a number of urban households who derived 

incomes from farm activities, both within urban areas and rural surrounding areas. Besides, 

rural households also derived incomes from non-farm activities in both urban and rural areas. 

The outcomes of the measurements, therefore, should be interpreted as the distribution of 

average income among individuals who live in the respective areas without paying any 

attention to the place where they derived their income. 

4.2. Problems of Measurements 

In order to analyze the size or personal distribution of income, one usually faces the problems 

to provide a rationale for choosing one measure, or a class of them, rather than another. A 

huge number of measures in the study of personal income distribution, in which each has its 

own advantages and disadvantages, gives different indicators of the patterns of income 

distribution in a single country or region. In a number of cases, the studies of personal 

income distribution use an index separately, such as Gini Coefficient, Kuznets Total Disparity 

Measures (TDM), Theil Index, Atkinson Index, etc., while others employ a family of indices. 

The importance of choosing the measure is the fact that many factors contribute to 

the pattern of income distribution in a single country or region. As already discussed in the 

first and second chapters, three broad factors affect the overall size distribution of income: 

the differences in average incomes within a sector, the importance of the sector as measured 

by the share of population involved in each sector, and the differences among average 

incomes between sectoral activities. These situations influence the needs for proposing such 

measure which explains the effects of the above factors. 

Funhermore, the differences in prices paid by the population who live in urban and 

rural areas also affect income distribution measures in the respective areas. In other words, 

inequality indices using current price data will result in different outcomes to those of 

employing constant prices. In Indonesian case, this price effect has been proved by Asra 

(1989)17. He confirmed that different prices paid by each decile of popUlation in urban and 

rural areas resulted in different Gini and TDM indices. He also found that price adjustment 

resulted in different trend of inequality indices, thus the conclusion of income distribution 

patterns during the period under study . 

• 17) Alra used household expenditure data to .e.sure the Gini and TDM indices in thoae yeara. For 
mar. axplanation about the usa, of currant and constant prieas, ••• his artiel. in Bulletin of Indonesian 
ECDnoaic Studie., Vol.25, No.2, August 1989. 
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In this research paper the study only employs the measure of inequality indices based 

on the current price data, though the study will be more interesting if price adjustment are 

also employed. It was proved that the differences in the prices paid by individuals in the 

respective areas appeared to have contributed to the patterns of income distribution within 

an area of the region. There are two major reasons why the study use current price data. 

Among other things, no price data are available to adjust the average income of each income 

class (or each decile of population) within a single sector in both' urban and rural areas. This 

limitation is the subject of caution in interpreting the outcomes. Secondly, by using current 

price data, the study will reduce the complexity of the outcome interpretation. If the study 

also employs price adjustment, the factor contributed to such differences in the outcomes will 

be unclear, whether because of the price adjustment or due to the sectoral allowance. 

As discussed in Chapter Two, the study will employ two different methods of 

measurements: the "weighted indices", reflecting the effects of intrasectoral and intersectoral 

inequality; and the "direct measure" or "unweighed indices", i.e., the distribution of average 

income among income classes for the whole population in the respective areas. Table 4.1. 

indicates that the weighted indices appeared to have differed from those of the unweighted 

indices. Comparing these two different measures, the table shows that the weighted indices 

(both Gini and TDM) were lower than those of the un weighted indices, though the absolute 

differences between the two measures are very small. The comparison has also to be done 

very carfully, as they cannot be compared directly. 

Araa 

(1 ) 

Urb.n + 
Rur.L 

Urb.n 

RureL 

Table 4.1. 

Different TY{)es of Inequality Measures 
m Java, 1987 

(Intra- and inter-sectoral Effect) 

Unwaighad 
Index 

Index 

(2) (3 ) 

6inl Coeff. 0.3848 
TDM Index 0.5535 

6inl Coeff. 0.3842 
TDM Index 0.5642 

6inl Coeff. 0.3221 
TDM Index 0.4609 

Weighted Index 

Baud on 
2 aaetors 

(I, ) 

0.3554 
0.5110 

0.3799 
0.5505 

0.3087 
0.4355 

Baud on 
11 Sactors 

(5) 

0.3457 
0.5006 

0.3658 
0.5284 

0.3042 
0.4343 

Note: - 11 .eetors of the one digit ISle (10), pLus Tr.nsfer Income 
- 2 Sectors of the "A" .nd "Non-A" Sectors 

Source: Celeulated from SUSENAS dat., CentrlL Bureau of Stetisties, 
Jakarta, (unpubLished). 
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The fact that weighted indices are lower than the direct measures can be illustrated 

by the following example. If a group of people moved from one sector to another sector 

carrying the same level of income. it could result in different value of weighted indices, but 

the direct measures. Partly. it is due to the differences in the weights. as explained by the 

change in the share of population in the respective sectors. It also can be a result of the 

change in intrasectoral inequality measures, because total population in the income class within 

the sector of origin decreased, while those in the same income class within the second sector 

the number of people increased. Even if the measure of inequality within the sector remained 

the same. any change in income differentials among sectors as shown by the weights could 

affect the weighted indices. Meanwhile, the outcomes of the direct measurement will not 

change as the population and the average income in each income class did not change. This 

indicates that the study of income distribution should consider the sectoral inequality. 

Yet, the figures in the last two columns suggest that the more aggregated the economy 

the higher the inequality measure. The outcomes of the two-sector model appeared to have 

been higher than those of the II-sector model. In other words, the measures of inequality 

indices should be cal~ulated as little aggregated as possible, in order to introduce the various 

factors contributing to income distribution. 

Table 4.2. also shows the effect of these factors to contribute to income distribution 

within the area of each region. The outcomes of weighted indices suggest that the patterns 

of inequality in each area of the regions appeared to be less unequal than using the direct 

method of calculation. By comparing the outcomes of each method of calculations. it appears 

that unweighted indices tend to be lower than those of the direct method of calculation. 

However, the differences between the weighted and unweighted indices appeared to 

be small. In order to see whether these differences are resulted from the introduction of 

intra- and inter-sectoral inequality. it is necessary to compare the outcomes within each 

method of calculations. In a number of cases, the two methods cannot be compare directly. 

Take an example of the case of the two-sector model. In the extreme condition when 

intrasectoral inequality in each sector is the same, either equally or unequally distributed, the 

weighted indices might be either zero or one. In this case, the weights (or intersectoral 

inequality) do not affect the results of the calculations, as the weights are mUltiplied by the 

same level of intrasectoral inequality indices while the sum of the weights is equal to one. 

On the other hand, the outcomes of the direct method of calculation might be less than one 

when incomes in each sector are unequally distributed, or more than zero when there exists 

egalitarian distribution within each sector. If the population in the two sectors belong to 



47 

different income classes, the direct measures would indicate the existing income inequality in 

the area, which are not equal the pattern of income distribution within each sector. They 

could be close to zero or to one. However, this case would never be taking place in any 

country or region within a country. So~ in any case by weighting income inequality within 

a sector with the relative differences in incomes among sectors would shape different patterns 

of income distribution within the area. 

Table 4.2. 

Intraregional Inequali~ Indices in 
Indonesia, Java and Outer bland 

(Weighted and Unweighted) 
1987 

Urban 
R.gion .nd Indlc.s 

Urban + 
Rural 

Ar.n 

(1 ) 

Indonesi. 

J.v. 

Unw.!ghted Gin! 

Weighted 

TOM 

Gini 
TOM 

Unweight.d Ginl 
TOM 

W.ighted Gini 
TOM 

Unw.ighted Gini 
TOM 

(2) 

0.3704 
0.5286 

0.3313 
0.4788 

0.3848 
0.5535 

0.3457 
0.5006 

0.3471 
0.4907 

Ar.n 

(3) 

0.3711 
0.5382 

0.3577 
0.5147 

0.3842 
0.5642 

0.3658 
0.5284 

0.3443 
0.4947 

Rural 

Artn 

(4 ) 

0.3230 
0.4618 

0.3071 
0.4401 

0.3221 
0.4609 

0.3042 
0.4343 

0.3193 
0.4454 

Outer Isl.nd, ------------------------------------------------------
Weighted Gini 

TOM 
0.3150 
0.51,30 

0.3455 
0.4779 

0.3010 
0.4330 

Not.: The weight.d indic.s w.r. c.lcul.t.d by w.lghtlng intr ••• ctor.l 
b •• ed on 10 •• ctor. of on. digit ISle. plus Tr.n.f.r Incom ••. 

Sourc.: c.lcul.t.d from SUSENAS dat •• C.ntr.l Bur •• u of 
St.tl.ticl, Jakarta. (unpublished). 

By comparing the indices in urban and rural areas of the respective regions, it appears 

that the weighted urban Gini index over the weighted rural Gini index tend to be higher than 

the comparison between direct measures18. Take an example of the comparison between the 

Gini 'index in rural areas and that in urban areas of Java. It appears that the direct Gini 

18) To ahow the diff.r.nc •• b.tween the two methods of clleul.tions. th. Indice. wlhtin on. method 
of c.lculltion ( •. g .• unweight.d Gini indeK) in urb.n er. compared with th.t in rur.l .r •••. The complri.on 
h •• b •• n don. by dividing thl. indlK in urb.n .r ..• with the •• me indeK in rur.l .r .... Th ••• m. c.lcultion 
il •• de In the c ••• of the dir.ct •••• ur ••• nd complr. III the r •• utl •• If the re.ult II dlff.rent. it 
Indic.t •• the diff.r.nci. in the ch.ng. w.lght.d •• thod of •••• ur.m.nt •••• it •• Ins th.t the ch.ng. in each 
arl. i. not at the .ame degrl •• Th. outeom. might b •••• ll. beeaus. the vIlu.s th.t WIS compared .lao 1.lll. 
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index in urban Java is 1.19 as high as that in rural areas. Yet, the comparison between Gim. 

indices derived from weighted measures shows slightly higher than that of the direct measures, 

i.e. 1.20. On the contrary are the case of the TOM indices. It found that the weighted TOM 

index in urban Java is 1.21 as high as that in rural Java, while the TOM index of direct 

Table 4.3. 

Intraregional Inequality Indices in Java 
(Weighed and Unweighed) 

by Region 
1981 - 1987 _._ .. __ ~"" ..... "_.IIC .......... ____ .... ____ ..... _ ...... _ ... a;c 

Roglon 
"'olghted 

Unwolghod 
Urban + Rural Urban Rural 

Voar ------------------ ---------------- ----------------Gin! TDM Glnl TDM Gini TDH 
•• c ••••••• =-••• c ••• =a •• z ••• c.csac ••••••• = •••••• Ka.ca ••• a •• BCC •••••••••••• c:= •• == ••••••• saaacac== 

(1) (2) (3) (4) (5) (6) (7) (8) (9) 
=== •• -=.== •• =.=~===.=.= •••• =.==R========.c ••• c.c.c •• c== •• ==== ••••••••••••• a==.= ••••••••••••••• c= 
"'estern Rogion: - Unwelghad Index 1981 0.4047 0.5872 0.4057 0.5787 0.3421 0.4711 

1987 0.3908 0.5671 0.3791 0.5392 0.3791 0.5392 
• We I ghted Index 1981 0.3878 0.5604 0.4040 0.5763 0.3389 0.4828 

1987 0.3630 0.5269 0.3724 0.5338 0.3916 0.5651 

Central Region: • Unweighed Index 1981 0.4108 0.5914 0.3831 0.5560 0.3975 0.5864 
1987 0.3419 0.4855 0.3499 0.5068 0.3499 0.5068 

• We I ghted I ndu 1981 0.3948 0.5771 0.3796 0.5507 0.3903 0.5669 
1987 0.3207 0.4592 0.3453 0.4967 0.3594 0.5135 

--_.-----._._._ ... _------------------------------------------------------------.---------------
Eastern Region: • Unweighed Ind.x 1981 0.4550 0.6511 0.4163 0.5998 0.4208 0.6090 

1987 0.3806 0.5419 0.3789 0.5482 0.3789 0.5482 
• We i ghted Indu 1981 0.4395 0.6403 0.4096 0.5932 0.4370 0.6321 

1987 0.3553 0.5129 0.3749 0.5452 0.4014 0.5255 
.==== ••••••• c:&c.c=ca.c •••••• == •••• =cc===.c ••• ========_=========.==== •• ========_==== •• == ••• s •• == 

Not. : Unweigh.d Index Indicat., the ••• sur. of indie.s without •• ctoral allowance 
W.ight.d index indicates int.rs.etoral in.quality 

measure is 1.22 as high as that in rural Java. These outcomes suggest that there is no general 

pattern in differences between the weighted and unweighted measures. However, the 

differences between the relative value of urban-rural comparison of the weighted indices from 

. hat of the unweighted ones, indicates different degree of the changes of indices in rural areas 

compare to that in urban areas. 

However,when the analysis moved to the smaller region, it appears that the two 

methods of measurements resulted in different conclusion about the patterns of income 

distribution. By employing unweighted method of calculations, it shows that income inequality 

measures in all areas within the region in Java give different levels of income inequality 

compare to those of unweighted ones, especially in rural areas (See Table 4.3.). In rural areas 

of all regions in Java, for instance, all the two-sector weighted indices in the respective areas 

in 1987 appeared to have been higher than the direct measures. The same situation have taken 

place in 1981 where all weighted indices in rural areas of the Eastern Region and the TDM 

index in Western Region were higher than those of employing direct method of calculation. 
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Depaned from the above accounts, the conclusion that can be drawn is the fact that 

the introduction of sectoral inequality affects the patterns of personal income distribution in 

both urban and rural areas within a single region. As will be seen in Section 4.3., intrasectoral 

income inequality vary from region to region, even within the region as they vary from area 

to area. Besides, the importance of the sectors in each areas of the respective regions as 

indicated by the share of population in each sector, and the relative differences in average 

income among sectors, all influenced the pattern of income distribution in the respective areas 

within the region. 

This conclusion was supported by the differences between two-sector model and 11-

sector model. The fact that income inequality measures based on two-sector model appeared 

to have been higher than those of employing II-sector model, indicated the existing income 

variation within the Non-A sector. In other words within the Non-A sector existed 

intersectoral inequality. Moreover, it was indicated that the changes of indices resulted from 

weighing intrasectoral inequality in which the weights are intersectoral income differentials. 

issued different conclusion of the pattern of income distribution in each area within the 

regions. Therefore. the comparison between areas within and between regions should have 

employed the weighed method of measurements so as to give more precise pictures about the 

patterns of income distribution in the respective areas of the regions. 

4.3. Urban-Rural Income Differential. 

As a rule, urban average incomes is generally higher than the average rural incomes. Table 

4.4. shows that average urban income in Java was recorded at Rp. 39,491 per capita per 

month in 1987, while that in rural areas was accounted to Rp. 20,506. In relative terms, the 

average urban income was 1.92 times the average rural income. This pattern also took place 

in the Outer Islands, though it was smaller than that in Java. The average urban incomes in 

this region was 1.69 as high as the average rural income. These situations influenced the 

average urban income in Indonesia as a whole to be 1.82 as high as the average rural incomes. 

The fact that the higher figure occurred in Java island indicates the more divergence 

of the development pattern in the region than in the Outer Islands. The differences between 

average urban income and average rural income in Western Region appeared to have 

contributed to thls patterns. In this region, the average urban income was 1.97 times average 

rural incomes. 
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Table 4.4. also shows increasing urban-rural imbalance in the Western Region. This 

region is characterized as the most industrialized region, with high concentration of 

manufacturing activities in a few urban centres, Jabotabek, and Bandung (the West Java 

provincial capital city). In a number of cases, industrial zones in Indonesia has been operated 

as an enclave that had little downstream linkages and processing little local raw materials. 

Manufacturing activities in these zones tend to employ little labours but capitals (Hilhorst 

1989; Hill 1990a). The fact that Central Region had the smallest figure of urban-rural income 

differentials, could have explained this situation. In terms of manufacturing activities, this 

region is characterized as the least concentrated region within the island of Java, and even 

compare to some regions in the Outer Island19. 

Table 4.4. 

Urban-Rural Income Differentials 
in Indonesia. 1981-1987 

(Monthly Per Capita Income, Rp.) 

Urban+ Urban Income 
Regions Rural Over 

Rural Income 

(1 ) (2) (3) (4 ) (5) 
•• ~c=c=cc==c======= •••• ================ •• c====s ••• c=.=se: 

-Indonas i a 1987 39.346 21.625 26,306 1.8195 

-Tot.l Java 1981 20,221 11,094 13,436 1.8227 
1987 39,493 20,506 26,341 1.9259 

-Western 1981 22,533 12,081 15,864 1.8652 
1987 44,808 22,742 31,749 1. 9703 

-Central 1981 16,503 10,326 10,326 1.5982 
1987 30,339 18,561 21,574 1.6345 

-E.stern 1981 18,701 10,921 12,449 1.7123 
1987 37,616 20,184 24,234 1.8637 

-Outer Island, 
1987 38,997 23,103 26,252 1.6880 

c:==============:=::===:====:==========:====:===_==:=====: 

Source: Calculated from SUSENAS data, Central Bureau 
of Statistics, Jakarta (Unpublished). 

However, this conclusion might be misleading as it did not take into account the 

differences in the average incomes among individuals or among groups of population. Later, 

it will be seen that inequality in income distributions in rural areas is less unequal than that 

in urban areas. Besides, the differences in prices paid by individuals in each area also differ. 

Asra (1989), for instance, found that urban price index in Java was higher than that in rural 

areas. On the contrary, price in urban areas of the Outer Island was lower than that in rural 

areas. If the study considered the differences in unit prices in each area, the conclusion would 

have differed from the present conclusion. 

19) For aore explanation about industrial concentration refers to Chapter Three, Hill (19908), and 
Jones (1984). 
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4.4. Intrasectoral aDd Intrareg10nal Income Inequality 

The size of enterprises and such socio-economic conditions as the demand patterns, the ability 

of firms to respond to the changes in government policy, etc., could be expected to contribute 

to the patterns of intrasectoral income distribution. As shown in Table 4.5. and ANNEX 

IV.lA - IV.2D, the patterns of income distribution vary acr:oss sectoral activities. The 

differences among labour engaged in each sector (their sex, ages, education, etc.) will affect 

different rate of returns among income classes within a sector. The opportunities also vary 

across different size of firms, even within a single sector. This would also result in the 

divergence of income within a sector, as incomes accrued to the population engaged in each 

size"of the firms also differ within a sector. 

Table 4.5. 

Intra-sectoral in~ua1ityin Indonesia 
(Gini Coefficient) 

(Based on Monthly Per Capita Income) 
1978 - 1987 

(Urban + Rural) 
.=~cC====C.C •• R=======C •• C==C========cc====.c •••••• c.===c=_.e •••• cc= 

Hain 
Houuhold 

Incom. Sourc.s 
1978 1982 1987 

••••• c=c.:cccc_===.====:=_ •••• = ____ := •••• ::_ ............ ec==:cc._cc= 
(1) (2) (3) (4 ) 

.ccc •••• ====.==c.c=====c====ac== •••• =.c= •• == •••••••• ====c=:cecc:_.== 
1. Agriculture 1) 0.5018 0.4419 (-) 0.2803 
2. Mining end Quarrying 0.3893 0.4658 (+) 0.3876 
3. Hanuhcturing Industry 0.4197 0.4214 (+) 0.3462 
4. Electricity, Gas end 0.4297 0.3662 (0) 0.2552 

Water Supply 
5. Constructions 0.3851 0.3656 (0) 0.3453 
6. Trades, Hote ls end 0.4411 0.4033 (0 ) 0.3796 

Restaurent 
7. Transport, Storege end 0.3851 0.3652 (0) 0.3437 

Communication 
8. Financing, Insurlnce, 0.3861 0.3981 (+) 0.3990 

Rill estatl Ind Sirvice 
9. Community, Soci.l Ind 0.4122 0.3650 (0) 0.3488 

Plrsonll Services 
10. Others n.l. n.l. 0.4276 
11. Trlnsfers n.l. n.l. 0.3624 

Note: 1) Including Livistock, Forlstry Ind Fishery 
(0) Indlcltls dlcrel.ing vilul from thl prlvious plriods 
(+) indicatls incrl •• ing value from thl previous plriods 

(-) 
(- ) 
( 0 ) 
(0) 

(- ) 
(- ) 

(- ) 

(+) 

( 0) 

SourcIs: 1978 and 1982: BPS;Tingkat din Perke.blngln Dj,tribu,i Pendlpatan Ruaahtlnggl 
1978-1984, BPS, Jlklrt. 1987. 

1987: Own cllculation bas.d on the SUSENAS dlta, BPS, Jlklrta 
(unpubl ished). 

In sum, many factors contribute to shape income distribution within a sector. In 

Indonesia as a whole (Urban+Rural), for instance, intrasectora1 inequality indices during the 

periods 1978-1987 tended to decrease, except the for Financial sector (line 8 in Table 4.5.). 
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The more interesting features are the patterns of income distribution in 1982. Income 

inequalities in three sectors, i.e., Mining and Quarrying, Manufacturing Industry and Financial 

sectors appeared to have increased from those in the previous periods. The effect of 

Devaluation in 1978 could be expected as a major reason to contribute to the increase in 

manufacturing sector inequality. It was argued that this policy instrument would affect the 

more industrialized region, than the less industrialized one (see C~apter Three). Moreover, it 

was argued that the devaluation of the currency of November 15, 1978 was in favour of 

highly capital intensive industries, which among them were the joint venture companies who 

had already experienced in exports in the previous years (Tjiptoherijanto eds., 1983:227-29; 

Mynt 1984). This indicates the differences in each firm's ability to take up the opportunities. 

The effects of world recession in the beginning of 1980s, and the continuous declines of oil 

prices leading to the fall of government revenues has also contributed to the patterns of 

income inequality within this sector. The large enterprises could be able to manage this 

situation, but those of the other firms. In sum people who engaged in the different firms also 

derived different average incomes. 

Decreasing oil prices also could influence the increase in inequality of income within 

the mining and quarrying sector, though the effects could be indirectly. Due to decreasing 

government revenue from oil and gas sector, the government subsidy of domestic oil price 

decreased during that periods. Besides, the rescheduling of government prdjects have also 

implemented in that periods (Tjiptoherijanto, eds. 1983), which might reduce incomes of the 

lower income classes who engaged in the quarrying activities. Thus, these conditions resulted 

in the more unequal distribution of income within the sector. 

For the last sector, financial sector, the reasons can be expected from all of the above 

reasons. Oil price decline reduced the government rev~nues, hence the government saving. 

Coupled with the rescheduling government projects influencing the flow of fund from the 

government, it would contribute to the decline of financial activities. Lastly is the effect of 

devaluation, which reduced the purchasing power of fixed income earners. The patterns of 

household as well as corporation and government savings would affect adversely the financial 

sector, especially for those of the small banks, and other financial institutions, which faced 

problems in the existence of imperfect market competition. The fast growing Village 

Cooperatives (KUD) in that periods could also be expected to contribute to the patterns of 

income inequality within this sector. In general. the wage bill in these activities are lower than 

those of the bank, insurance company, and other financial activities. The disparity of average 

incomes among individuals engaged in the this sector, therefore, influenced the increases in 
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income inequality measure within the financial sector. 

This can be seen by further imbalance income distribution among individuals engaged 

in the sector as recorded in 1987. During the last periods, the government policy instrument 

such as devaluation in 1983 and 1986, the banking system deregulation in 1983, the 

introduction of new tax regulation, and rescheduling of government projects, etc., may affect 

distributional mechanisms within the financial sector. These policy instruments seemed to 

contribute to the patterns of income inequality within this sectors, as in a number of cases 

the private and leading bank give higher salaries to their employee than those of the small 

and local banks. The effect of banking deregulation was the rise of competition among banks, 

which might effect adversely the small banks and cooperatives in the regions remote from 

the national capital city. The spread of private bank offices throughout the country would be 

in favour of the leading banks, due to the existing imperfect market competition. Such 

monopolistic competition cannot be handled by the weak institutions existing in the regions 

(Kompas. the Indonesian Newspaper. April.7 1990). In a number of cases, the private firms 

pay their emplyees more than those of the state enterprises. Thus, the spread of the private 

banks into more broad regions affected the inequality in income distribution. 

The patterns of inequality in other sectors, however, decreased during the periods 

under study. indicating the positive impacts of changing priority in the Trilogy of 

Development Plan. In 1979 and 1980 indeed, the government of Indonesia introduced the 

policy instrument to improve the activities of small and informal business. The policies were 

included in the Presidential Instructions (Keppres) No.14 (1979) and No. 14a.(1980). These two 

policy instruments were expected to reduce the monopolistic competition between those of the 

large firms and the small ones. and to give more chance to the small and informal business 

to make use the opportunities. 

These patterns, however, were not in the case of every region within the Java island, 

especially in urban areas. As shown in ANNEX IV.2A - IV.2D, the trends of inequality 

measures in the "A" sector in all urban areas of Java increased during the period 1981-1987. 

The roles of the non-farm activities could be expected to affect the distributional patterns in 

the "A" sector. Many studies indicated that the members of farm households derived incomes 

from other non-farm activities. The possibility of getting these jobs are much in favour of 

the large landowner farmers, as they are more able to finance their members to wait for the 

jobs in the non-farm activities (see: White 1986; Manning 1987). These findings were in 

agreement with what has been discussed in Section 4.2 .• that weighted income inequality in 

urban Java tend to be higher than urban areas of the Outer Islands. 
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The patterns of intrasectoral inequality in both urban and rural areas in turn affect 

the patterns of intraregional inequality, because they reinforce the pattern of income 

distribution within the respective areas (urban and rural). Table 4.6. shows the indicators of 

income distribution trends, within both urban and rural areas. The figures in the last column 

also indicate intersectoral inequality, as they were derived by weighting intrasectoral inequality 

with intersectoral income differentials. 

Table 4.6. 

Trend of Intraregionallncome Inequality Indices 
in Indonesia 

Region 

(1 ) 

(aim Coefficients) 
(based on monthly per caPlta income) 

(1978 - 1987) 

Unweighed Ginl Index 

1978 1982 1987 

(2) (3) (4 ) 

Weighted 
Ginl 
1987 

(5) 
•••• ~=S.B •• =D==.=.== •• =====c.==========B.==.==c •• c===.a.a •• _.c=_ •••• : 

Urban + Rural 
Indonl5la 0.4738 0.4448 (-) 0.3704 (- ) 0.3313 (- ) 
Java 0.4811 0.4320 (-) 0.3848 (- ) 0.3457 (-) 

(0.4105)(-) 
Outer Island 0.4196 0.4661 (+) 0.3471 ( -) 0.3150 (- ) 

Urban 
Indonnia 0.4075 0.3799 (-) 0.3711 (- ) 0.3577 ( -) 
Java 0.4409 0.3833 (-) 0.3842 (+) 0.3658 (- ) 

(0.4046)( -) 
Outer Island 0.3440 0.3720 (+) 0.3443 (- ) 0.3345 (- ) 

Rural 
Indonesia 0.4764 0.4353 (-) 0.3230 (- ) 0.3071 (- ) 
Java 0.4586 0.4114 (-) 0.3221 (- ) 0.3042 (0 ) 

(0.5632)( +) 
Outer I.land 0.4351 0.4602 (+) 0.3193 (0) 0.3010 (- ) 

_c=_ze=eD==::===:=_::=:=:=:::_=== __ ========:====_=_=_:c_.c._.c.e._.e: 
Not.: (-) indicates decreasing value from the previous periods 

(+) indicate, increasing value from the previous pariods 
Figure, within bracket, are weighted Gini (two .ector) In 1981. 

Source: 1978 and 1982: BPS; Tingkat dan Perkembangan 
Dlltribusi Pend'patln 1978 0 1984, BPS, 
Jakarta 1987 

1987: Own calculation bl,ed on SUSENAS data, 
BPS, Jakarta (Unpublished) 

In Java as a whole, the size distribution of income declined considerably from OA811 

in 1978 to 0.4320 (1982) and to 0.3457 in 1987. The same patterns was held true for rural 

areas of Java. The most striking feature is the trends of income inequality in urban Java. It 

appears that during the first period the value of Gini index decreased from OA409 (1978) to 

0.3833 (1982), but increased thereafter to become 0.3842 in 1987. 

This patterns was not held true when the analysis based on the two-sector weighted 

Gini. It was found that income inequality in rural Java increased during the first periods (to 

become 0.5632 in 1981) and decline thereafter. Meanwhile, income inequality in urban Java 
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decreased during the periods 1978-1987. Again, it indicates that a weighted index gives 

different a picture of income distribution patterns within a country or a region. 

The fact that income distribution patterns in rural areas of Java increased, while that 

in urban Java increased during the first periods is in agreement with Asra's (1989) study with 

current price data. During the same period, however, he estimated that income inequality in 

Java as a whole increased, while the present study has shown decreasing income inequality. 

Departed form these patterns, it appears that weighted measures give more precise indicators 

about income distribution patterns in the region. Further investigations suggest that income 

inequality in all areas of Java decreased during the second periods, while the unweighted Gini 

index show increasing income inequality in urban areas of Java. 

Different patterns of income inequality appeared to have occurred in all areas of the 

Outer Islands. Income distribution in each area increased during the first period, and 

decreased during the second periods (1982-1987). In a number of cases, the development of 

the Outer Island lags behind that of the island of Java. In the late 1970s and the beginning 

of 1980s indeed, the Outer Islands' economy started to become more diversified, leading to 

more unequal distribution of income. The exploitations of natural resources in the Outer 

Islands, such as oil and gas, were taking place during the second half of the 1970s. These 

activities were concentrated in a few urban centres, leading to more concentration of the 

economic activities in urban areas of Outer Island. In most cases, these exploitations were in 

favour of a few urban dwellers, as seen in the cross country studies for the resource rich 

country like Indonesia. (see: Adelman and Morris 1973, and Cromwell 1977). Such resettlement 

programmes (Transmigration) would also affect the diversity of rural economy in the Outer 

Islands, hence the divergence between incomes of the indigenous people and those of the 

migrants. 

The same case in the late 1970s was found in Java by Yoneda (1985). In this region, 

income inequality in both urban and rural areas increased from 1976 and 197820. At that time, 

the Indonesian economy was in the early stage of her development process, after the 

rehabilitation of the economy during the previous periods. At the same time, the process of 

industrialization in Indonesia was immature, leading to concentration of economic activities 

in a few urban centres, especially in Java island. This could be expected to influence 

unbalanced development, especially within urban areas. He argued that highly protected 

industrial structure in that periods 'increased the inequality in personal income distribution 

20) Hi. Inllysis WI' bas.d on household .xpenditure data. 
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even though it widened the opportunity of employment' (ibid:422). Proportionate gains of 

increasing returns to both labour and capital seemed to be much in favour of the employers, 

leading to the more skew distribution of income. His conclusion was called for the measure 

of manufacturing inequality that appeared to during the period, contrary to the rest of the 

economy (ibid:419-20). Similar patterns could be in the case of the Outer Islands during the 

first periods under study (1978-1982). 

Thus, the evidence is in agreement with the cross country studies as found by many 

authors. More equal distribution of income is being a characteristic of both underdeveloped 

and more developed countries (Adelman 1976). Among these countries (especially those of the 

LDCs), more equal distributions of incomes have occurred in the lower income countries, then 

become higher in that of the middle income, and again lower in the upper income countries. 

These patterns led to the conclusion on the existing inverted-U shape of income distribution 

patterns during the process of economic development. 

The conclusion that can be drawn from the above patterns is that, income inequality 

in all areas in Indonesia have decreased during the periods under study. The introduction of 

"eight paths" to equitable distribution of development gains since 1979 have contributed to 

increase the incomes of the majority of population. This progress, however, seemed to happen 

just after long periods of the policy implementation. Besides, income inequality within urban 

areas was still higher than that in rural areas, reflecting unbalanced distribution of 

development gains within the area. 

This conclusion, however, cannot be held true in the case of intraregional inequality 

within Java regions. As can be seen in Table 4.3. income inequality in rural areas of Western 

Region increased during the periods 1981 to 1987. In rural areas of Western Java, incomes in 

both sectors (A and Non-A) appeared to have increased during the periods as indicated by 

both Gini Index and TOM index. The Gini Index in this area increased from 0.3389 (1981) 

to 0.3916 (1987). The same pattern appeared to have occurred when the analysis uses the 

TOM index. This index increased from 0.4828 in 1981 to 0.5651 in 1987. 

However, as the proportions of population in the area was small relative to Java 

population in those years, the overall indices in all areas, including rural areas, of Java 

decreased during the periods. Total population in rural areas of Western Region were recorded 

at 23,177,112 compared to 70,195,851 in rural areas of Java as a whole (1987)21. Besides, the 

21) The.e figure. were based on the SUSENAS data used in this study. The figure, ~ight not the lame 
al other lource. al due to difference. in coverage and the period of the lurvey. 
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patterns of income inequality in other regions declined during the periods. 

Moreover, the average incomes in the rural areas of Western Java were higher than 

those in rural areas of other regions. They increased from Rp. 12.081 in 1981 to Rp. 22,742 

in 1987 (see Table 4.4.). These three factors resulted in decreasing income inequality in Java 

as a whole, even those in rural areas of Java. This indicates the existing intrasectoral and 

interregional income inequality, even among rural areas within ~e island of Java . 

. of. S. Intersectoral aDd Interregional Inequality 

To the above patterns, an additional description can be made regarding to the patterns of 

intersectoral inequality. Generally, the average incomes within a single sector differ from 

those in other sectors. The differences between indices calculated by employing two-sector 

differentials and those of ll-sector differentials found in Section 4.2. suggested the existence 

of intersectoral inequality. Beside any difference in intrasectoral inequality, these indices 

reflected the differences in both average incomes among sectors and number of population 

in the respective sectors. Within all areas, income inequality based on the two-sector weighted 

indices appeared to have b.een higher than the other method of calculation. This shows the 

existing income inequality among sectoral activities, not only between the A and Non-A 

sectors but also within the Non-A sectors. 

Some differences in average incomes and population in the respective sectors 

influenced the overall income inequality within each area. Take an example in rural areas of 

Western Java, where inequality measures indicated increasing patterns. Both the A and Non

A sector inequalities in this area increased during the periods. This situation resulted in 

increasing overall income inequality in this area. Meanwhile, income inequality in urban areas 

of this region decreased, even though intrasectoral inequality in the A sector inclined. The 

reason is the fact that only 5.75 per cent population of urban areas of this region who 

engaged in the A sector. Again, this situation reflects the importance of the sector to 

contribute to the patterns of income distribution in the respective areas within a single region. 

Comparing income distribution patterns within the region in Java, all areas of Eastern 

Region appeared to have the highest inequality. It also found that income distribution patterns 

in all areas of the Centra] Region were the least unequal. 





Chapter FIVE 

COBCLUSIOJiS .um UCOMMEBDATIOJiS 

5.1. Conclu.1on. 

The development literature and governments have drawn more attention to the study of the 

size or personal distribution of incomes. The weaknesses of the traditional theories, such as 

classical theories including Marx, and neo-classical theories, to explain the present situation 

of personal distribution of incomes in Less Developed Countries (LDCs) have attracted the 

interests in the 1960s. The assumptions they made have been seen to be hardly being met 

in the situation of presently LDCs. 

To fulfil the gap between theories and practical implications, then, development 

economists increased their concerns about the distribution of income among individuals. Based 

on cross country and within country studies, many authors have developed such measures that 

indicate the patterns of personal distribution of incomes rather than functional distribution. 

These growing studies made practitioners difficult to choose the measures that would explain 

and provide reasonable indicators. Whereas some use a single measure, others employ a family 

of the indices. 

In order to provide reasonable indicators of income distribution patterns in a single 

country or region, one has to consider that many factors contribute to the overall income 

distribution. In this Research Paper, this issues have been emphasized. 

It was found that three major factors contribute to income distribution: the differences 

in average income between sectors, the importance of the sector in the economy as shown by 

the share of population in each sector, and income differentials within a single sector. 

Considering these three factors, this Research Paper provided the weighed Gini and TDM 

indices to estimate the patterns of income distribution within urban and rural areas as well 

as within the regions (Urban + Rural areas). 

Some conclusion can be drawn based on these methods of calculations: 

1. Intrasectoral income inequality varies from sector to sector, even within urban and 

rural areas in the region (Java, Outer Islands, and Western ,Central and Eastern 

Regions of Java island). It appears that the financial sector is the crucial sector, as 
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each individual in this sector received income disproponionately. In addition, income 

inequality in this sector appeared to have increased during the periods under study 

(1978-1987). Meanwhile, income inequality in other two sectors, i.e., Mining and 

Quarrying sector, and Manufacturing sector appeared to have increased during the first 

periods (1978-1982) and decreased there after (1982-1987). For other sectors, however, 

all measures indicate decreasing income inequality. The above patterns are different 

when the analysis carried in the smaller regions. Income inequality in all sectors in 

rural areas of the Western Region appeared to have increased during the same period 

(1981-1987). Similarly, so was the patterns of income inequality within the "A" 

(agricultural) sector in urban areas of this region. On the other hand, all measures 

indicated decreasing income inequality in other parts of Java. 

2. The pattern of intrasectoral inequality appeared to have contributed to the patterns of 

income distribution within the area. Besides, the divergence in income between sectors 

play important role in shaping income distribution pattern within urban and rural areas 

in each region. The weighted indices show the differences in inequality measures to 

the outcomes of direct measures. 

3. Comparing two weighing methods of calculations in Java, it is found that the more 

aggregated the individuals and households the higher the inequality measures. 

4. The above conclusions influenced different interpretation of the outcomes. By 

employing direct method of calculations, the inequality in the distribution of incomes 

in urban Java appeared to have increased during the periods of 1982-1987. On the 

contrary, the patterns of income inequality based on weighted indices have shown 

declining tendency, which appeared to have decreased form 1981 to 1987. 

5. Intraregional and interregional inequalities in Java appeared to have occurred during 

the 1981-1987 periods. The pattern of income inequality in rural areas of Western 

Region increased during this period, while those in other parts of Java declined. 

Among these regions, the Eastern Region appeared to have the most unequal 

distribution of incomes. 

5.2. rolicy Recommendation. 

Departed from the above conclusions, some recommendations can be raised. 

1. In order to provide a more reasonable indicators of income inequality in a single 

country or region. one has to consider three factors that contribute to the overall 
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income distribution pattern within urban and rural areas, i.e., intrasectoral inequality, 

intersectoral inequality, and the importance of the sector as indicated by the 

distribution of population in each sector. To arrive at this stage, the less aggregated 

the individuals or households will give better picture of income distribution patterns 

than the more aggregated one's, as it reduces intrasectoral inequality. Moreover, the 

less aggregated the region, the more precise the pictures of income distribution patterns 

can be provided. 

2. For policy formulation, the emphasize of urban lower income classes seemed to be the 

most crucial part of the development efforts. The policy should be addressed to these 

groups, especially those of the rural migrants. The fact that the least concentrated 

region (Central Region) had better performance in its income distribution pattern 

compared to the other regions within Java indicates that the development of small 

town and secondary city would be an alternative policy in order to distribute the 

development gains more equally. 

3. As the Eastern Region appeared to have the highest inequality in income distribution, 

the government intervention should pay more attention to this region. Moreover, it is 

also found that rural population in Western Region received their income 

disproportionately. The government has to pay more attention to the development of 

both agricultural and non agricultural sectors in rural areas of this region, as income 

inequality in both sectors (A and Non-A sectors) appeared to have increased during 

the 1981-1987 periods. 
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ANNEX IV .lA. 
The Distribution of Personal Income 

Per Decile of Population, Gini Ratio and 
TDM Index, Indonesia (1987) 

(Urban + Rural) 

Hou.ehold •• In Inco •• Source. 

Decile AgrlcuL- Mining M.nuf. Electrl- Con,truc- Trade, Tran,- Fln.n- Service, Other, Tr.nl- Totll 
ture city tlon port clll far 

r .... .......---.: ..... __ ~1t~s:= ....... c ...... a •• IC== 
1 It 4.04 2.83 3.61 3.97 3.96 3.32 3.68 2.18 3.17 3.08 3.01 3.13 
2 nd 5.69 4.20 4.34 5.49 4.82 4.09 4.28 3.66 4.52 4.29 4.39 4.78 
3 rd 6.75 4.39 5.62 6.13 5.82 5.31 5.77 5.06 5.54 4.29 5.16 4.78 
4 th 6.75 5.87 5.94 8.21 6.54 5.72 6.34 5.46 6.78 5.36 6.56 6.30 
5 th 7.67 7.57 7.77 8.67 6.54 7.55 8.04 7.25 6.78 6.12 6.56 6.59 
6 th 9.33 8.24 8.37 8.70 9.02 7.55 8.04 7.25 8.69 B.OO 9.07 8.74 
7 th 9.53 8.39 9.02 12.14 9.05 9.00 9.21 9.15 9.43 8.00 9.10 9.25 
8 th 12.96 11.54 11.79 12.14 9.98 10.84 11.36 11.52 12.66 10.12 12.76 11.05 
9 th 13.10 15.59 15.88 13.84 13.09 14.67 14.84 20.53 13.83 13.88 13.68 15.06 
10th 24.19 31.37 27.66 20.70 31.17 31.95 28.45 27.94 28.70 36.87 29.72 30.32 

:&&&c.acc==cc •• CEICE •••••••• a.IC ............ c==.=ac ............. a. 

Gini Index 0.2803 0.3876 0.3462 0.2552 0.3453 0.3796 0.3437 0.3990 0.3488 0.4276 0.3624 0.3704 
TOM 0.4049 0.5701 0.5066 0.3765 0.4853 0.5492 0.4929 0.5998 0.5028 0.6173 0.5231 0.5286 - ••••••• == •••• =.c====ac •••• =======.=C •• :IC •••••• CIC.=CC ••• caa&: 

(Urb.n) 
r ••• =s •••••••• = ••••••••••••• c ••••••••••• = ...... a ••••••••••••• 

Household ~I;n Income Sourc.s 

O.e; l. Agricul- Mining Mlnuf. Electri- Conltrue- Trldel Trlnl- Finan- Services Otherl Trlnl- Toul 
tur. city tlon port chl far 

•••• === •••••••••••••• cc •••••• cc .. c •••••••• a. ............. s.c 

1 It 2.95 3.16 3.34 4.43 3.48 3.05 3.37 2.57 3.29 1.88 3.06 2.95 
2 nd 4.85 5.11 4.60 6.14 4.45 4.23 4.84 3.87 4.70 3.09 4.22 4.31 
3 rd 4.85 5.67 5.46 8.28 5.31 5.75 5.57 5.01 5.94 3.95 5.82 5.47 
4 th 5.96 5.67 6.89 8.53 6.09 6.01 7.21 6.12 5.94 5.54 5.82 6.27 
5 th 6.75 7.61 6.89 8.53 7.21 6.14 7.21 6.91 7.59 6.17 7.84 6.27 
6 th 7.43 8.18 8.69 9.36 7.21 8.40 7.55 6.98 8.19 6.17 8.14 8.69 
7 th 9.41 10.49 9.69 11.70 8.78 9.09 10.11 9.73 10.25 8.47 10.70 9.12 
8 th 9.58 10.49 12.82 11.70 10.33 11.71 10.93 12.50 11.43 10.30 11.31 12.25 
9 th 13.47 15.00 14.22 12.01 14.21 13.75 14.20 21.78 13.81 12.20 13.66 13.85 
10th 34.77 28.61 27.40 19.33 32.92 31.87 28.99 24.53 28.87 42.23 29.43 30.81 

c ••••• =lCc ••• c.a.== •••••• c •••• ==z •••••• ac ••••• ICIC&a&S •• ac .. &ac 

Gini Index 0.3960 0.3406 0.3384 0.2060 0.3776 0.3760 0.3419 0.3749 0.3435 0.4878 0.3539 0.3711 
TOM 0.5646 0.4919 0.4889 0.2948 0.5493 0.5467 0.4847 0.5763 0.4872 0.6947 0.5048 0.5382 

_==z •••••• c.cc ••• ==c==========IC.= •• =It=c=.====&===~==-KSK&&CC8KaS 
(Rurll) 

KE.CEc=a=CKcaE==========.KC.CC==&=ac====C==CECE.Z •• CKZ ..... e 
Houllhold mlin Income Source, 

._--_.-._---_._--_ .. _-----------------------------------------_._-------------_._------------
Decile Agricul- Mining Menuf. Electrl- Construe- Trldll Trenl- Flnln- Service, Oth.r, Trlnl- Toul 

ture city tlon port clll far ......................................................................... 
1 It 4.01 3.32 4.04 4.28 4.42 3.86 4.09 1.99 3.51 4.26 3.35 3.64 
2 nd 5.62 5.11 5.33 4.28 5.72 4.96 4.79 3.06 4.59 5.36 4.38 5.43 
3 rd 6.71 5.41 5.33 5.44 5.84 5.51 5.42 4.20 5.63 5.36 5.59 5.80 
4 th 6.71 5.53 7.23 6.29 7.72 6.75 6.64 5.87 6.65 5.83 6.11 6.04 
5 th 7.52 7.50 7.34 6.29 7.72 6.75 7.23 5.97 8.00 6.85 7.91 8.00 
6 th 9.27 8.59 8.52 8.13 7.94 9.02 9.17 7.94 B.OO 7.97 7.91 8.00 
7 th 9.35 10.55 10.35 11.09 10.81 9.55 9.17 8.50 9.85 9.74 10.27 10.61 
8 th 12.88 10.55 10.35 13.30 10.81 10.31 11.26 10.40 11.60 9.74 10.86 11.19 
9 th 12.90 13.64 14.45 16.92 12.71 14.27 14.54 .1.1.75 15.42 13.57 15.10 13.86 
10th 25.04 29.78 27.06 23.98 26.32 29.01 27.68 40.32 26.75 31.33 28.51 27.42 ......",,,,,,, ===--======e==.=== ••••••••• ==&& ••••••••••••••••••••••• ==== ••• c=e ••••• 
Glni Index 0.2874 0.3488 0.3139 0.3266 0.2914 0.3369 0.3292 0.4564 0.3332 0.3465 0.3509 0.3230 
TOM 0.4163 0.4906 0.4441 0.5058 0.4129 0.4719 0.4697 0.6494 0.4753 0.4980 0.4947 0.4618 

•••••• c ................... &&s ..................... E&a ••••••• 

Nota Th. lum Ir. not equil to 100 due to rounding error 
SourcI: Calcullted 'from SUSENAS dlte, Centr.l Bure.u of Stltlstics. Jeklrta, (Unpubl hhed). 
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.ANNEX IV. 18 . 
The Distribution of Personal Income 

Per Decile of Population, Gini Coefficient, 
and TOM index, Java (1987) 

(Urban + Rural) 

Mouaehold .aln Inco.e Source. 
---.. --------------------------------------------------------------------------------------------

Decile Agrlcul- Mining Manuf. Electrl- Construc- Trad .. TranI- Finan- Servl CIII Others Trans- Total 
ture city tion port cfal fer 

•• &ac .................... ac ........... ss .... 

1 at 4.05 3.06 3.67 4.00 4.03 3.52 3.78 2.08 3.05 2.55 2.92 3.08 
2 nd 5.27 4.58 4.40 5.63 5.01 4.20 4.30 3.46 4.15 3.94 4.24 4.68 
3 rd 6.97 5.27 5.51 6.29 5.54 5.57 5.63 4.94 4.88 4.29 4.84 4.77 
4 th 6.97 5.27 6.00 8.13 6.79 5.71 6.02 5.86 6.70 4.54 6.36 5.86 
5 th 6.97 5.71 7.53 9.19 6.79 7.70 7.97 7.15 6.70 5.58 6.39 6.55 
6 th B.84 7.21 B.45 9.19 7.94 B.09 B.35 7.43 B.08 7.31 B.81 8.14 
7 th 9.62 9.31 9.12 12.64 9.46 8.67 B.81 9.89 9.34 B.OO B.81 9.25 
8 th 11.56 10.35 11.93 12.67 9.46 11.37 11.88 12.99 12.49 9.74 12.25 10.94 
9 til 13.45 14.85 16.00 12.67 13.17 15.08 14.96 22.14 13.97 13.29 13.67 15.15 
10th 26.30 34.40 27.40 19.58 31. 80 30.08 28.30 24.07 30.63 40.76 31.73 31.59 
•• ce ••••• ew ••••••••••••••••••••••••••••••••• . 
Ginl Index 0.2996 0.4047 0.3450 0.2381 0.3496 0.3631 0.3455 0.3842 0.3736 0.4718 0.3817 0.3848 
TOM 0.4262 0.5919 0.5065 0.3513 0.4995 0.5307 0.5028 0.5839 0.5419 0.6810 0.5528 0.5535 
======= ••• = •• Ra •• = ••••••••• == •••••••••••• ==.=== 

(Urban) 
.................... = ••• ===-===: •••••••••••• 

Household .Iin Income Sources 
-----------.----------.-------------.--------------.---------------------------------------------

Decile Agrlcul- Mining M.nuf. Ellctri- Construc- Tradu Trans- Finan- ServlclII Others Trani- Total 
ture city tion port cllll fer 

.======= ••••••••• m===~==s=====.~============ 
1 st 2.95 2.16 3.34 4.33 3.51 3.03 3.39 2.36 3.06 1.60 2.99 2.94 
2 nd 4.84 3.73 4.59 6.41 4.06 4.33 4.71 3.69 4.36 2.34 4.03 4.14 
3 rd 4.85 5.98 5.40 8.21 5.41 5.65 5.31 4.63 5.80 3.38 5.57 5.12 
4 th 5.53 6.06 6.95 8.21 5.51 6.16 7.35 6.38 5.80 5.25 5.63 6.26 
5 til 6.70 6.30 6.95 8.21 7.31 6.16 7.35 6.38 7.29 5.58 7.56 6.26 
6 th 6.70 9.81 8.75 11.18 7.31 8.27 7.55 7.81 B.01 6.17 7.85 8.30 
7 til 9.32 10.46 9.77 11.25 8.18 8.91 10.41 10.58 10.12 7.77 10.43 8.77 
8 th 9.38 10.46 12.82 11.25 10.57 12.05 11.28 13.89 11.18 9.95 10.90 12.25 
9 th 13.33 17.33 14.40 12.38 13.83 13.84 14.56 22.14 13.86 10.90 13.80 14.07 
10th 36.39 27.71 27.04 18.57 34.30 31.60 28.09 22.14 30.52 47.06 31.23 31.89 
B&Cc •• es.e ......... e ••• = •• &== •• ==.=&===S&&&. 
Gin; Index 0.4092 0.3692 0.3365 0.2007 0.3922 0.3741 0.3396 0.3711 0.3624 0.5349 0.3711 0.3842 
TOM 0.5945 0.5192 0.4851 0.2926 0.5741 0.5498 0.4868 0.5750 0.5136 0.7592 0.5273 0.5642 
======ca======.a.cs========s== •••• =======.=========== ___ =====-

(Rural) 
c •••• c ••••• s:= ••• = ••••• = •• ====== ••••••••• =:_ ======--=== 

Hous.hold main Income Sources 
-------_.--------------------------------------------------------------_._-----------------------

Decile Agricul- Mining Manuf. Electri- Construc- Trades Trans- Finan- $arvl CIII Others Tran.- Total 
ture city tion port clel far 

••• === •• c ••••••••••••••• c ••••• c ••• = •• ccc.c=. & 

1 It 4.14 3.62 4.26 6.40 4.48 4.25 4.26 2.50 3.43 4.30 3;37 3.79 
2 nd 5.32 5.63 5.62 6.40 5.90 5.66 5.13 3.44 4.28 6.78 4.21 5.40 
3 rd 7.16 6.76 5.62 6.40 5.90 5.66 5.13 5.29 5.54 6.87 5.59 6.11 
4 th 7.16 6.76 7.00 7.91 7.69 7.68 6.83 6.95 5.80 6.87 5.59 6.11 
5 th 7.16 6.76 7.69 9.29 7.98 7.69 7.10 7.53 7.77 7.30 7.90 7.60 
6 th B.82 7.43 7.72 9.29 7.98 8.58 B.69 9.49 8.32 8.71 7.94 8.40 
7 th 9.87 9.25 10.84 9.29 9.68 10.83 9.76 10.99 B.69 9.19 10.03 9.55 
8 th 11.52 11.17 10.84 9.29 11.31 10.83 10.38 14.26 11.72 12.30 10.89 11.81 
9 th 13.80 12.89 14.12 13.84 12.18 14.34 14.10 15.39 15.57 13.04 13.82 13.58 
10th 25.06 29.73 26.30 21.90 26.90 24.47 28.61 24.15 28.87 24.62 30.66 27.66 
•• ===.== •••• ccc •• ==c.========= •••• ==.==============rcs·rr=:=- rar~-=== 

Glni Index 0.2879 0.3281 0.3018 0.2121 0.2912 0.2857 0.3274 0.3414 0.3575 0.2684 0.3661 0.3221 
TOM 0.4075 0.4758 0.4419 0.3147 0.4078 0.4095 0.4619 0.4959 0.5233 0.3994 0.5080 0.4609 
............... s ••••••••••••• =a==cC ••••• == •• 

Note Th. lumS are not equal to 100 due to rounding error 
Source: Calculatad from SUSENAS data, Central Bureau of Statisticl, Jakarta, (unpubl iBhed). 
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ANNEX IV.1e. 

The Distribution of Personal Income 
Per Decile of Population, Gini Ratio and 

TDM Index, OUtside Java (1987) 
(Urbln + Rurll) .... -

HouSlhold .lln Inco.1 Sourcis 

----------------------------------._ ..... -_ .... ---.-------------------------------------------Dlcill A;rlcul- Hinln; Hlnuf. Ellctrl- Construc- Tradl' Tran,- Flnln- Slrvlcl' Othlrs Trln,- Totll 
turl city tlon port clll fir --- •• ••• ea ......... ••• &&1 ....... _--.nc:~E= 

1 It 3.86 3.09 3.40 3.92 3.85 2.97 3.54 2.69 3.67 4.16 4.16 3.35 
2 nd 5.89 4.64 4.39 5.27 4.79 4.18 5.04 4.05 4.90 4.25 4.25 4.80 
3 rd 6.25 5.93 5.74 6.30 6.08 4.63 5.71 5.36 6.66 5.25 5.25 5.17 
4 th 6.50 7.05 6.26 7.75 6.49 6.58 7.39 5.71 6.93 5.96 5.96 6.64 
5 th 8.65 7.05 8.06 7.75 8.28 6.58 7.39 6.40 6.93 7.66 7.66 7.01 
6 th 8.65 7.75 8.06 7.89 8.28 7.10 7.39 7.62 9.48 7.97 7.97 9.25 
7 th 10.95 9.86 8.68 11.13 8.28 9.11 9.90 7.62 9.61 7.97 7.97 9.25 
8 th 11.94 11.52 11.32 12.09 11.40 11.32 10.39 8.95 12.95 10.56 10.56 11.23 
9 th 13.32 14.05 15.49 15.50 14.28 13.38 14.53 10.92 13.53 14.48 14.48 14.93 
10th 23.99 29.06 28.58 22.39 28.27 34.15 28.72 40.67 25.36 31.73 31.73 28.37 

===SC:CCCE=C==CSCCBESE£sca"aca&&Cssccmce£SD=C==CCCS •• C.iI:ac= 

Gini Index 0.2824 0.3441 0.3492 0.2808 0.3217 0.3981 0.3332 0.4291 0.3033 0.3623 0.3169 0.3471 
TDM 0.4041 0.4926 0.5078 0.4222 0.4790 0.5770 0.4726 0.6318 0.4367 0.5355 0.4515 0.4907 

=s •• ssscc.cs •• S •• SKs ••••• a ...... ac •• s.Jr:sc.ccs.c.sc ••• cc .. sce 

(Urban) 
cccc.ccca.c.ac===cC&caE ..... ac.c.========Jr: •• c .... s.cc.aca •• c 

Hou,ehold Main Income, 

---------------------------------------------------------------------------------------------D.e i l. Agrieul- Hining ".nuf. Eleetri- Construc- Trld., Trlns- Finln- Service, Othlrs Trlns- Total 
ture city tion port cill fir 

ccaa=============SC.CCC-=CCC=C&Sc=c==c===============s:=aac= 
1 It 2.94 3.79 3.35 5.11 3.45 3.09 3.52 3.41 3.82 3.90 3.24 3.23 
2 nd 4.82 5.40 4.64 6.84 5.11 4.24 4.88 4.93 5.43 4.03 4.92 4.49 
3 rd 5.12 5.50 5.75 7.33 5.23 5.71 6.17 6.55 6.25 5.70 6.35 6.21 
4 th 6.86 6.15 6.60 9.07 7.02 5.71 6.93 6.84 6.25 6.46 6.35 6.35 
5 th 6.86 7.63 6.60 9.87 7.02 6.85 6.93 7.63 8.27 7.94 8.61 6.81 
6 th 9.50 7.63 8.39 9.87 7.02 7.91 7.51 9.15 8.59 7.94 8.96 8.83 
7 th 9.50 10.37 9.31 9.87 9.69 9.45 9.51 9.15 10.54 8.45 11.42 9.34 
8 th 10.24 10.56 12.84 9.87 10.68 11.00 10.21 11.33 11.99 11.64 12.41 12.32 
9 th 13.74 15.29 13.39 12.72 14.46 13.57 13.48 13.16 13.64 15.79 13.20 13.59 
10th 30.42 27.68 29.14 19.43 30.32 32.46 30.87 27.85 25.23 28.14 24.54 28.83 

• ••••• c •• cc ••••• sc==.c.ascca.=.KS •• cacc===cCE •• E •• c ••• a.ca~= 

Gini Indu 0.3578 0.3258 0.3474 0.1903 0.3500 0.3787 0.3457 0.3174 0.2996 0.3417 0.3027 0.3443 
TOM 0.4880 0.4780 0.5072 0.2430 0.5092 0.5408 0.4910 0.4468 0.4279 0.5114 0.4313 0.4947 

=&~~=====CC=C&=E==EC=E:===~==== •• c~==.=cc====C==C=.B= •• &=~c 

(Rural) - &L ••• ==c.c.cc ••••••• c •• cac .... a.csca.c •••••• cc:=&~cz. 

Hou,.hold •• In Income Sourci' 

-------------------------------------------------------_ ... _ ..... _---------------------------Ded II Agrlcul- Mlnin; Hlnuf. Electrl- Con.truc- Trld •• Trln~- Flnln- Sirvicis Othlrs Trans- Toul 
ture city tion port cial fir 

.c= •••••••• c==~c •• c •• ~ •• C.Kaa&aC&C8.sca.aaK&c=.a •• a •••• csa.= 

1 It 3.89 3.38 3.50 3.25 4.32 3.27 3.82 1.77 3.64 4.28 3.54 3.50 
2 nd 5.92 4.46 4.62 4.30 5.32 3.95 4.97 2.28 5.31 4.37 4.67 5.45 
3 rd 6.29 6.23 6.03 5.75 6.36 5.28 5.79 3.32 6.10 4.90 5.60 5.45 
4 th 6.48 7.18 6.53 6.13 7.16 5.43 7.42 3.82 7.61 5.65 6.99 6.92 
5 th 8.71 8.76 7.82 9.39 8.41 7.S4 8.00 4.33 7.61 7.21 7.85 7.53 
6 th 8.71 8.76 9.16 9.67 9.76 7.54 8.00 5.02 8.26 8.05 7.85 8.87 
7 th 10.92 8.76 9.16 11.94 9.76 7.86 9.54 5.02 10.62 8.05 10.64 10.46 
8 th 12.01 11.72 10.57 13.33 9.91 10.42 11.38 5.02 11.97 10.03 12.55 10.46 
9 th 13.30 14.26 14.68 15.37 13.92 13.91 15.19 7.13 14.81 14.05 15.24 14.20 
10th 23.78 26.48 27.94 20.86 25.07 34.79 25.90 62.28 24.07 33.42 25.06 27.14 

~~ ••••• &c •••••• E •• C •••• ss •••••••••••••••••• = ••• a.c ••• E •• SSC= 

Gini Indu 0.2798 0.3173 0.3333 0.2963 0.2806 0.3988 0.3132 0.6175 0.2963 0.3750 0.3204 0.3193 
TDM 0.4002 0.4490 0.4638 0.4302 0.3798 0.5825 0.4493 1.0455 0.4293 0.5500 0.4699 0.4454 

••••••••••••••• a •••••••••• a •••••••••• == •• c= ••• a •• a •••••••• a. 

Note :The IU.S Ire not Iquil to 100 due to rounding error. 
SourCI : Cilculated from SUSENAS dati, Clntrll Bur.au of StatiaticI, Jakarta (Unpubl ished) 
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ABU IV.2A. 

Intra regional inequality indices 1981 and 1987 

(Western :legion) 
(Urban+Rural) 

.. a:======c:=aaa:IiAUC&8': ...... _au:~.IItIln:C.R.B ...... IlltBll:IIUIt1I:&II: ........... 1I:1: 

A Sector Non-A Sector TOTAL 

1981 1987 1981 1987 1981 1987 
'BIIt:.c:IUlt&a::a •• III:1iIt&IUUit ........... a:aazsa .... sa •• B&Sa: ........ aa: ............. 

1st 4.20 4.16 2.65 3.16 2.89 3.26 
2nd 4.20 6.09 3.80 4.26 3.95 4.00 
3rd 6.21 6.47 4.74 4.69 4.70 4.93 
4th 6.36 6.47 6.07 6.62 5.64 5.46 
5th 7.94 7.15 6.49 6.66 7.22 7.16 
6th 8.62 8.85 7.18 7.95 7.68 7.74 
7th 11.07 8.85 9.10 9.31 8.56 9.11 
8th ·11. 07 12.06 11.57 12.00 10.81 10.95 
9th 14.09 12.53 14.41 13.86 15.04 15.21 
10th 26.25 27.36 33.99 31.47 33.51 32.20 

ac====.z::c:==-====:a::l:cc::sa: ..... r:'a:.a::.lts==lI:c======a:ca::.c:a:cl:a •••••• s ........... a:: 

Gin; Index 
TOM Index 

(Urban) 

0.3142 
0.4495 

0.3003 
0.4391 

0.4137 
0.5995 

0.3773 
0.5468 

0.4047 
0.5872 

0.3908 
0.5671 

_::_==========a:::I1:8:===========================a:a::8::=== •• = •• =a ........ scc 
A Sector Hon-A Sector TOTAL 

._.----------_ ... - ----.-- ...... _---- ------._._--------
Oed le 1981 1987 1981 1987 1981 1987 

.====::I:======I:::.===========.========.::=====a:.CI:8:: ..... ==.=mEs •• = ••• ===e 
1st 3.52 3.41 2.61 3.09 2.61 2.95 
2nd 4.12 4.45 3.83 4.37 3.81 4.05 
3rd 4.91 4.45 5.40 5.44 5.35 5.54 
4th 5.79 6.06 5.41 5.44 5.49 5.54 
5th 7.65 6.28 6.64 7.55 6.54 7.26 
6th 9.02 6.28 7.54 7.58 7.63 7.71 
7th 9.02 8.55 9.69 10.34 9.64 10.09 
8th 11.48 9.57 10.58 10.61 10.71 10.81 
9th 17.00 11.82 15.07 13.89 14.94 13.91 
10th 27.49 39.14 33.22 31.68 33.28 32.15 

•• ========cc:=a::=====:z:c==as.==c=== •• =======.:: •••••••••• a:z ............ c 
Gini Index 0.3569 0.4249 0.4050 0.3705 0.4057 0.3791 
TDM Index 0.5194 0.6193 0.5775 0.5306 0.5787 0.5392 

(Rural) 
azac==s.a: •• a:a:::.cs:.=a •••••• CC&c== ••• CC&c===c •• c ....................... 

A Sector Hon-A Sector TOTAL -------_. __ ._--- ------_._-------- ---_.-----._-----
Decile 1981 1987 1981 1987 1981 1987 

...... ===ca •••••••••••••••• = •••• = ••• c ••••• c ........................... 
ht 4.23 3.41 3.3~ 3.09 3 .. 80 2.95 
2nd 4.23 4.45 4.47 4.37 4.24 4.05 
3rd 6.23 4.45 5.11 5.44 5.78 5.54 
4th 6.42 6.06 6.51 5.44 6.33 5.54 
5th 7.97 6.28 6.92 7.55 7.41 7.26 
6th 8.57 6.28 8.80 7.58 8.88 7.71 
7th 11.15 8.55 8.80 10.34 10.01 10.09 
8th 11.15 9.57 10.86 10.61 10.12 10.81 
9th 14.04 11.82 14.07 13.89 14.23 13.91 
10th 26.00 39.14 31.11 31.68 29.20 32.15 

._.=========:c========a.ac=============================cc==caccec ..... 
Gin; Index 0.3115 0.4249 0.3680 0.3705 0.3421 0.3791 
TDM Index 0.4470 0.6193 0.5209 0.5306 0.4711 0.5392 

Note: - The TOM (Total Disparity Measure) Index il tha Total differenca. bat.een 
the Ihare of each decile to 10. 

Source: Calculated forI! SUSENAS data. Cantral Bureau of Stathticil. Jakarta 
(Unpub II shad). 
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.AlUiEX IV. 2B. 

Intra regional inequality indices 1981 and 1987 

(Central Region) 
(Urb.n+Rur.l) 

Declla 

ht 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9th 
10th 

G;n; Index 
TOM Index 

(Urb.n) 

Olc;Le 

A Sactor 

1981 

4.43 
4.43 
4.43 
4.43 
7.07 
7.35 
9.27 

11.40 
13.34 
33.84 

0.3903 
0.5717 

1987 

4.03 
5.39 
6.71 
7.46 
7.46 
8.32 

10.29 
10.94 
14.40 
25.00 

0.2906 
0.4125 

A Sector 

1981 1987 

tlon-A $actor 

1981 

3.23 
3.29 
5.00 
5.49 
6.42 
8.72 
8.78 

11.66 
15.96 
31.45 

0.3985 
0.5814 

1987 

3.72 
4.79 
5.44 
6.53 
6.81 
9.15 
9.15 

11.29 
15.38 
27.74 

0.3395 
0.4884 

Non-A Sector 

1981 1987 

1981 

3.72 
3.72 
3.72 
5.76 
6.09 
7.77 
9.67 

10.59 
15.16 
33.81 

0.4108 
0.5914 

1981 

TOTAL 

1987 

3.54 
4.97 
5.80 
5.80 
7.63 
7.98 

10.02 
11.19 
14.15 
28.92 

0.3419 
0.4855 

TOTAL 

1987 
.=========================~================= •• ~==c====c=c==._::: ••• := 

1st 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9th 
10th 

Gin; Index 
TDM Indox 

(RuraL) 

Dati La 

3.84 
3.84 
4.78 
6.37 
7.32 
8.41 

10.25 
10.29 
14.35 
30.56 

0.3633 
0.5088 

2.95 
5.09 
5.68 
5.68 
7.33 
7.50 
9.29 

10.29 
13.57 
32.63 

0.3730 
0.5297 

A $actor 

1981 1987 

2.67 
3.91 
4.95 
6.39 
7.27 
7.27 
9.86 

12.74 
15.48 
29.46 

0.3808 
0.5537 

3.56 
4.41 
5.55 
6.57 
7.80 
7.80 
9.64 

11.57 
15.22 
27.89 

0.3426 
0.4935 

Non-A Sactor 

1981 1987 

2.75 
3.82 
4.93 
6.14 
7.47 
7.47 
9.61 

12.47 
15.50 
29.84 

0.3831 
0.5560 

1981 

3.47 
4.24 
5.65 
6.03 
8.02 
8.02 
9.22 

11.34 
15.68 
28.31 

0.3499 
0.5068 

TOTAL 

1987 
CED====c=ce=css ••• : •••••••••• : •••••••••••••••••••••••• Kaa.cEZ •••••••• 

ht 4.46 2.95 3.71 3.56 4.12 3.47 
2nd 4.46 5.09 3.71 4.41 4.12 4.24 
3rd 4.46 5.68 4.82 5.55 4.12 5.65 
4th 4.46 5.68 5.74 6.57 5.28 6.03 
5th 6.98 7.33 6.58 7.BO 6.72 8.02 
6th 7.41 7.50 7.41 7.BO 7.54 B.02 
7th 9.19 9.29 10.05 9.64 8.7B 9.22 
8th 11.29 10.29 10.75 11.57 11.74 11.34 
9th 13.29 13.57 15.27 15.22 13.93 15.68 
10th 33.98 32.63 31.96 27.89 33.65 28.31 

ace.a.ce •••• _:e=:._=._ •• =:.:=:=_::=_=_=::._.:===== •••• ==ca ••••••••••• 

Gin; Index 0.3901 0.3730 0.3907 0.3426 0.3975 0.3499 
TOM Index 0.5713 0.5297 0.5606 0.4935 0.5B64 0.5068 

••••••••••••••••••••••• :::.=== •• : •••••••••• : ••• =: •••••••••••••••••••• 
Nota: AI ANNEX IV.2A 

Sourca: As ANNEX IV.2A 
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.A1II1lU IV. 2C • 

Intra regional inequality indices 1981 and 1987 

(Eastern Region) 

(Urban+Rural) 
...................................... cs ............................ • 

A Sector lIon-A Sector TOTAL 

Dacile 1981 1987 1981 1987 1981 1987 
................ IIr&'1I •• _ ....... _ ............ aa ....... _ ............... 

1at 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9th 
10th 

G;n; Index 
TDH Index 

(Urban) 

3.72 
3.72 
3.72 
3.88 
6.69 
6.90 
8.62 

11.20 
12.88 
38.67 

0.4493 
0.6549 

4.01 
5.20 
6.94 
6.94 
6.94 
8.74 
9.64 

11.69 
13.44 
26.46 

0.3026 
0.4317 

2.80 
2.84 
4.61 
5.21 
6.47 
8.10 
8.59 

11.39 
15.59 
34.40 

0.4308 
0.6275 

3.25 
4.02 
5.03 
5.50 
7.38 
7.82 
8.74 

10.96 
15.02 
32.27 

0.3891 
0.5651 

3.18 
3.18 
3.18 
5.38 
5.81 
7.17 
9.53 

10.12 
15.08 
37.36 

0.4550 
0.6511 

3.23 
4.76 
5.15 
5.31 
7.12 
7.34 

10.04 
10.04 
14.79 
32.22 

0.3806 
0.5419 

........................................................•••••• ~ •• ss •• 

A Sactor Non-A Sector TOTAL 

Dec;le 1981 1987 1981 1987 1981 1987 
•• ~=c======cc.c======cc •• =.=c====.= •• == •• =.B •••••••••••••••••••• c •••• 

1st 4.01 3.09 2.32 3.11 2.32 3.06 
2nd 4.26 4.19 3.64 4.32 3.76 4.16 
3rd 6.31 4.39 4.57 5.52 4.53 5.19 
4th 6.31 4.95 6.23 6.40 5.89 6.56 
5th 7.13 6.39 6.33 6.40 6.58 6.56 
6th 8.08 7.78 8.13 8.22 7.73 7.83 
7th 9.12 9.24 8.86 9.00 9.21 9.22 
8th 11.00 9.24 12.07 12.00 11.90 11.85 
9th 13.88 14.28 14.74 13.69 14.82 13.85 
10th 29.90 36.44 33.12 31.34 33.26 31.72 

••••••••• cc:c=c •••••••••••••••••••••••• _=_= ••••••••••••• c= ••••••••••• 

Gin; Index 0.3424 0.4229 0.4133 0.3718 0.4163 0.3789 
TDH Index 0.4956 0.6143 0.5986 0.5408 0.5998 0.5482 

•• ======c===::::==:========::=========:=:=====:==::======eRe:=c=._.c. 

(Rural) 
B.c==c=cc===c_:_==.= •••••• ====:=:===:==:_= •••••••••••• === •• :s •••••• s: 

A Sector Non-A Sector TOTAL 

Oacile 1981 1987 1981 1987 1981 1987 
.... :.= •••• =c=================c.mcc •• =.= •• c=c===-=== •••• c •• aBBcecca.e 

ht 3.72 3.09 -3;48 3.11 3.39 3.06 
2nd 3.72 4.19 3.48 4.32 3.39 4.16 
3rd 3.72 4.39 4.13 5.52 3.39 5.19 
4th 3.72 4.95 5.72 6.40 5.49 6.56 
5th 6.67 6.39 6.40 6.40 6.18 6.56 
6th 6.83 7.78 7.66 8.22 7.71 7.83 
7th 8.64 9.24 10.04 9.00 10.42 9.22 
8th 11.17 9.24 10.36 12.00 12.43 11.85 
9th 12.84 14.28 15.51 13.69 14.72 13.85 
10th 38.97 36.44 33.22 31.34 32.87 31.72 

•• cccC:======_=::::==:=:.B:===:_== ••• :=.C.== •• ==: ••• =_=====:ccc::ce== 
G;n; Index 0.4523 
TDH Index 0.6597 

Note: Aa ANNEX IV.2A 
Source: Aa ANNEX IV.2A 

0.4229 0.4097 0.3718 0.4208 0.3789 
0.5143 0.5827 0.5408 0.6090 0.5482 

final 
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.ARREX IV. 2D. 

Intra regional inequality indices 1981 and 1987 

(Total Java) 

(Urbln+Rurll) 
..... a.:c ....... s-= •••• s..-.. ...... • •••• EIC:.CIn:P'_· _ .. ae ............ -= 

A Sector lIon-A Sector TOTAL 

Decile 1981 1987 1981 1987 1981 1987 
........ ~ •• accEB ... aa& ...... ~ •• Ba ...... &Sa&ac=~ ....... c .... c. 

1at 
2nd 
3rd 
4th 
5th 
6th 
7th 
8th 
9th 
10th 

G I nl Index 
TOM Index 

(Urban) 

4.03 
4.03 
4.03 
5.54 
6.80 
7.88 
9.17 

11.84 
13.40 
33.29 

0.3945 
0.5705 

4.05 
5.27 
6.97 
6.97 
6.97 
8.84 
9.62 

11.56 
13.45 
26.30 

0.2996 
0.4261 

2.68 
3.53 
4.43 
5.42 
7.15 
7.42 
9.12 

11.29 
14.84 
34.12 

0.4199 
0.6050 

3.30 
3.97 
5.28 
5.68 
7.48 
7.48 
9.50 

11.31 
14.67 
31.34 

0.3786 
0.5463 

3.13 
3.13 
4.30 
5.18 
6.49 
7.94 
9.06 

10.81 
15.21 
34.73 

0.4295 
0.6150 

3.08 
4.68 
4.77 
5.86 
6.55 
8.14 
9.25 

10.94 
15.15 
31.59 

0.3848 
0.5535 

••• ===============~==============================c==c============&-=== 
A Sector Non-A Sector TOTAL 

Daci Ie 1981 1987 1981 1987 1981 1987 
_============= ... =================&8================ •• ======c ... c.~== 

1at 3.78 2.97 2.52 2.90 2.49 2.94 
2nd 3.78 4.84 3.78 4.24 3.74 4.14 
3rd 5.64 4.85 5.00 5.48 4.81 5.16 
4th 5.83 5.53 5.95 6.04 6.10 6.24 
5th 7.28 6.70 5.97 6.25 6.10 6.24 
6th 8.16 6.70 8.29 8.47 8.10 8.43 
7th 10.12 9.31 9.24 9.22 9.05 9.03 
8th 10.57 9.38 11.64 11.93 11.93 12.22 
9th 15.37 13.33 14.82 13.95 14.86 13.96 
10th 29.47 36.39 32.77 31.51 32.80 31.64 

.... -= ........... 88 ....... ===== ... = ..... =&88 ... == ........ == .... === ... === .. == ......... s ... == 
Glnl Index 0.3598 0.4089 0.4063 0.3783 0.4086 0.3842 
TOM Index 0.5107 0.5943 0.5848 0.5478 0.5918 0.5642 

(Rural) 
•• -==== .......... s ... ====== .... ====.= ...... :acs===== ..... ==cc •••• ac ........ e ...... 

A Sector Non-A Sector TOTAL 

Daclle 1981 1987 1981 1987 1981 1987 
~ ... &=.CC=.==8B.=CC ... 8.C •••• ======c ... c.=s= ..... == ........... S88 ....... 

1at 4.05 4.14 3.47 3.80 3.77 3.79 
2nd 4.05 5.32 3.47 4.99 3.77 5.40 
3rd 4.05 7.16 5.23 5.73 3.78 6.11 
4th 5.45 7.16 5.54 6.79 6.27 6.11 
5th 6.84 7.16 7.02 6.79 6.38 7.60 
6th 7.8! 8.82 8.23 9.13 8.06 8.39 
7th 9.11 9.87 9.54 9.60 9.78 9.55 
8th 11.90 11.52 10.67 10.76 10.91 11.81 
9th 13.36 13.80 14.85 14.41 13.87 13.58 
10th 33.38 25.06 31.99 28.00 33.39 27.66 

.sc.s= •• =.= ••••• ======== •••• === •• c==========.===== •••• = •• = •• ==~ ••• = •• 
Ginl Indlll 0.3951 0.2879 0.3897 0.3296 0.3982 0.3221 
TOM Index 0.5727 0.4077 0.5501 0.4635 0.5636 0.4610 

••••••• =ac ••••• ==:== ••• ==:=== ••• = •••••••• == ••• _: •••••• c= •••••• ac ••••• 
lIotl: AI ANNEX IV.2A 

Source: AI ANNEX IV.2A 
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