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Abstract

Economic and social inequality in Indonesia has become an increasingly serious problem
in recent decades. This article aims to examine the causal factors and impacts of such
inequality through a literature review. The results show that economic and social
inequality is caused by various interrelated factors, such as differences in access to
economic resources, the quality of infrastructure and public services, the taxation
system and government spending, the quality of human resources, as well as the
political situation and economic policies that are less favourable to the interests of the
lower classes. These factors reinforce each other and create a vicious cycle of poverty
that is difficult to break. Widening inequality is detrimental to social stability, economic
growth, and human development. Widening inequality can trigger social conflict,
hamper purchasing power and aggregate demand, and make it difficult for the poor to
access basic services such as education and health. Efforts to reduce inequality are
crucial in order to maintain social harmony, promote more inclusive economic growth,
and realise justice and prosperity for all. Therefore, comprehensive and sustainable
efforts are needed to address the root causes of inequality, through policies that
promote equitable economic and social access, improve the quality of human resources,
and reform the tax system and government spending that is more pro-people. Only then
can Indonesia realise a more just and equitable development for all people.
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Introduction

Economic and social inequality is one of the most important issues in a country's
development. Economic inequality, which is reflected in income and wealth disparities
between groups of people, can impact social and political stability. Meanwhile, social
inequality, such as differences in access to education, health, and infrastructure, can
also affect the overall well-being of society (Jackson et al., 2020) .

Therefore, equalising economic and social inequality is crucial to maintaining the
stability and prosperity of a country. Widening inequality can trigger various social
problems, such as increasing poverty, limited access to education and health, and the
potential for conflict between groups (Nguyen & Nasir, 2021) . This can threaten social
cohesion and worsen overall development conditions.
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In addition, high economic inequality can also have a negative impact on long-
term economic growth. When most of the wealth is only enjoyed by a few, the
purchasing power and aggregate demand of the society as a whole is low. This can
discourage investment and innovation, hindering the potential for sustainable
economic growth. Therefore, economic and social equity efforts are crucial to realising
more equitable and inclusive development (Baloch et al., 2020) .

Several studies show that the level of economic and social inequality in many
countries, including Indonesia, has tended to increase in recent decades. According to
World Bank data, Indonesia's Gini index, which reflects the level of income inequality,
increased from 0.30 in 1980 to 0.39 in 2019. This indicates that there has been a
significant increase in income inequality over the period (Liao & Maio, 2021) .

Various factors are believed to be responsible for economic and social inequality,
including non-inclusive economic growth, ineffective fiscal and monetary policies, lack
of access to education and health, and other structural issues. Widening inequality can
also lead to various negative impacts, such as increased poverty, decreased social
mobility, and the potential for social conflict (Guyon & Huillery ., 2021)

Therefore, this study aims to comprehensively examine the causes and impacts
of economic and social inequality based on a literature review. By understanding the
root causes and consequences of inequality, it is expected to provide input for policy
makers to design a more equitable and inclusive development strategy.

Research Methods

The literature study approach is used to examine the factors that cause and
impact economic and social inequality. This method was chosen because it can provide
a comprehensive theoretical and empirical foundation through analysis of various
reference sources, such as scientific journal articles, textbooks, institutional reports,
and other literature sources (Hidayat, 2009) ; (Afiyanti, 2008) . The literature search
process is conducted systematically using relevant keywords, such as "economic
inequality", "social inequality", "causes of inequality", and "impact of inequality". The
literature will be critically analysed to identify trends, factors, and implications of the
inequality issues studied (Syahrizal & Jailani, 2023) . The synthesis of this literature
review is expected to provide a comprehensive picture of economic and social

inequality issues and the necessary policy recommendations.

Results and Discussion
Conditions of Economic and Social Inequality

Economic and social inequality is still a major challenge faced by many countries,
including Indonesia. Data shows that income distribution in Indonesia is still very
unequal, with the Gini coefficient tending to be high in recent years. This indicates that
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the gap between high-income groups and low-income groups is widening (Hailemariam
etal., 2020).

In addition, disparities are also evident in people's access to basic services, such
as education and health. People in urban areas and upper middle economic groups
generally have much better access than people in rural areas and lower middle
economic groups. This condition further strengthens the cycle of poverty and narrows
social mobility (Czymara et al., 2021).

The problem of inequality can also be seen in the disparity of development
between regions. Most of the development and economic growth is concentrated in
Java, while other regions are still far behind. This has led to a significant welfare gap
between people in Java and outside Java (Bywaters et al., 2020) .

In addition, inequality also occurs based on gender. Women generally have more
limited access to economic resources, such as asset ownership and decent work. This
causes women to tend to be in more vulnerable economic conditions than men
(Richmond-Rakerd et al., 2020) .

The various dimensions of inequality above have had animpact on social stability,
community cohesion, and poor quality economic growth. Therefore, efforts to equalise
and reduce inequality are crucial issues to be addressed comprehensively by the
government and all stakeholders (Guo et al., 2022).

In addition to affecting social stability, economic and social inequality can also
hinder sustainable economic growth. High inequality can reduce social mobility, create
political instability, and encourage social conflict. These can lead to high economic costs
for a country (Whitehead & Dahlgren, 2021) .

On the other hand, inequality can also worsen people's access to public services
and economic opportunities. This condition will ultimately hamper efforts to alleviate
poverty and improve overall community welfare. Therefore, reducing inequality should
be a top priority in the Development agenda (Bapuji et al., 2020) .

To overcome these problems, a comprehensive and integrated policy strategy is
needed, including improving people's access to education, health, and other basic
services; developing the local economy and MSMEs; and strengthening the social
protection system. Efforts to equalise development between regions must also be the
main focus. Only with planned and sustainable efforts can Indonesia realise more
inclusive and equitable economic growth.

Overall, the condition of economic and social inequality in Indonesia is still a
major challenge that requires serious handling from the government and all
stakeholders. Various dimensions of existing inequality must be addressed through
comprehensive and integrated policy strategies in order to encourage more equitable
economic growth and social justice.

154



Factors Causing Economic and Social Inequality

One of the main factors causing economic and social inequality in Indonesia is
differential access to economic resources and business opportunities. People with
better capital and skills tend to have greater opportunities to achieve better positions
and incomes. Meanwhile, people who are poor and less empowered are often
constrained in accessing available economic resources and opportunities (Beaunoyer et
al., 2020).

In addition, differences in the quality of infrastructure and public services
between regions also contribute to inequality. Development that tends to be
concentrated in Java and a few other major cities leads to significant disparities in public
facilities and services between urban and rural areas, as well as between Java and
outside Java. This in turn affects the economic and social opportunities available to the
people (Cinnamon, 2020) .

Furthermore, a less progressive taxation and government spending system can
also increase inequality. A tax system that is not effective in imposing higher taxes on
high-income groups, as well as government spending allocations that are not well-
targeted, can exacerbate income inequality and people's access to public services
(Shim, 2021).

Another contributing factor is the low quality of human resources, especially
among the poor and disadvantaged. Their limited access to quality education and
adequate health services narrows their opportunities to improve their capacity and
income. This condition then makes it more difficult for them to get out of the poverty
cycle (Heimberger, 2020) .

In addition to the above factors, the political situation and economic policies that
are less favourable to the interests of the grassroots also contribute to widening
inequality. Policies that tend to be pro-elitism and pay less attention to equity and
empowerment of the poor and marginalised, such as providing greater incentives for
large companies than MSMEs, can worsen the distribution of wealth and income in
society (Wang et al., 2023).

Overall, the economic and social inequality that occurs in Indonesia is caused by
various complex factorsranging from differences in access to economic resources, the
quality of infrastructure and public services, the taxation system and government
spending, the quality of human resources, as well as the political situation and economic
policies that are less in favour of the interests of the lower society. Efforts to reduce
inequality must be done thoroughly and comprehensively, by encouraging equitable
economic and social access, improving the quality of human resources, and more pro-
people policies.
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The Impact of Economic and Social Inequality

Growing economic and social inequality is detrimental to the stability and
harmony of society. The widening gap between the rich and the poor can lead to
jealousy, discontent and even social conflict. This can threaten security and public order,
as well as hamper development efforts and equitable distribution of prosperity (Anser
etal., 2020).

In addition, high inequality can also have a negative impact on overall economic
growth. Concentration of wealth in a small group of people can reduce purchasing
power and aggregate demand, and lead to less investment. This can ultimately slow
down the pace of economic growth and hinder improvements in people's welfare
(Varona & Gonzales, 2021) .

In health and education, economic inequality can also make it more difficult for
the poor to access quality basic services. Their lack of access to proper education and
health can hinder efforts to improve the quality of human resources, thus further
exacerbating poverty and inequality in the future (Lee & Vu, 2020).

Ultimately, widening economic and social inequality can have a variety of
negative impacts, both in terms of social, economic and human development. Efforts to
reduce inequality are crucial to maintain stability, promote inclusive economic growth,
and realise justice and prosperity for all people.

Conclusion

Economic and social inequality in Indonesia is caused by various interrelated
factors, such as differences in access to economic resources, the quality of
infrastructure and public services, the taxation system and government spending, the
quality of human resources, as well as the political situation and economic policies that
are less favourable to the interests of the lower classes. These factors reinforce each
other and create a vicious cycle of poverty that is difficult to break.

Widening inequality is detrimental to social stability, economic growth and
human development. Widening inequality can trigger social conflict, constrain
aggregate purchasing power and demand, and make it difficult for the poor to access
basic services such as education and health. Efforts to reduce inequality are crucial in
order to maintain social harmony, promote more inclusive economic growth, and realise
justice and prosperity for all.

Therefore, comprehensive and sustainable efforts are needed to address the
root causes of inequality, through policies that encourage equal economic and social
access, improve the quality of human resources, and reform the tax system and
government spending that is more pro-people. Only then can Indonesia realise a more
just and equitable development for all people.

156



References

Afiyanti, Y. (2008). Focus Group Discussion as a Qualitative Research Data Collection
Method. Indonesian Nursing Journal,12 (1), 58-62.
https://doi.org[10.7454/jki.v12i1.201

Anser, M., Yousaf, Z., Nassani, A., Alotaibi, S., & ... (2020). Dynamic linkages between
poverty, inequality, crime, and social expenditures in a panel of 16 countries:
Two-step GMM estimates. Journal of Economic ..., Query date: 2024-12-28 10:21:50.
https://doi.org[10.1186/s40008-020-00220-6

Baloch, M., Khan, S., Ulucak, Z., & Ahmad, A. (2020). Analysing the relationship between
poverty, income inequality, and CO2 emission in Sub-Saharan African countries.
Science of the Total .., Query date: 2024-12-28  10:21:50.
https://[www.sciencedirect.com/science/article/pii/S0048969720333878

Bapuiji, H., Patel, C., Ertug, G., &... (2020). Corona crisis and inequality: Why management
research needs a societal turn. Journal of Management, Query date: 2024-12-28
10:21:50. https://doi.org/10.1177/0149206320925881

Beaunoyer, E., Dupéré, S., & Guitton, M. (2020). COVID-19 and digital inequalities:
Reciprocal impacts and mitigation strategies. Computers in Human Behaviour,
Query date: 2024-12-28 10:21:50.
https://[www.sciencedirect.com/science/article/pii/S0747563220301771

Bywaters, P., Scourfield, J., Jones, C., & ... (2020). Child welfare inequalities in the four
nations of the UK. Journal of Social ..., Query date: 2024-12-28 10:21:50.
https://doi.org[10.1177/1468017318793479

Cinnamon, J. (2020). Data inequalities and why they matter for development.
Information Technology for Development, Query date: 2024-12-28 10:21:50.
https://doi.org/10.1080/02681102.2019.1650244

Czymara, C., Langenkamp, A., & Cano, T. (2021). Cause for concern: Gender inequality in
experiencing the COVID-19 lockdown in Germany. European Societies, Query date:
2024-12-28 10:21:50. https://doi.org/10.1080/14616696.2020.1808692

Guo, Y., You, W., & Lee, C. (2022). CO2 emissions, income inequality, and country risk:
Some international evidence. Environmental Science and Pollution Research,
Query date: 2024-12-28 10:21:50. https://doi.org/10.1007/s11356-020-09501-W

Guyon, N., & Huillery, E. (2021). Biased aspirations and social inequality at school:
Evidence from french teenagers. The Economic Journal, Query date: 2024-12-28
10:21:50. https://academic.oup.com/ej/article-abstract/131/634/745/5863933

Hailemariam, A., Dzhumashev, R., & Shahbaz, M. (2020). Carbon emissions, income
inequality and economic development. Empirical Economics, Query date: 2024-12-
28 10:21:50. https://doi.org/10.1007/s00181-019-01664-x

Heimberger, P. (2020). Does economic globalisation affect income inequality? A meta-
analysis.  The World Economy, Query date: 2024-12-28  10:21:50.
https://doi.org/10.1111/twec.13007

157



Hidayat, D. N. (2009). QUALITATIVE - QUANTITATIVE DICHOTOMY AND PARADIGMATIC
VARIANTS IN QUALITATIVE RESEARCH. Scriptura,2 (2).
https://doi.org/10.9744/scriptura.2.2.81-94

Jackson, C., Walker, J., Brown, M., Das, R., & Jones, N. (2020). A workshop report on the
causes and consequences of sleep health disparities. Sleep, Query date: 2024-12-
28 10:21:50. https://academic.oup.com/sleep/article-
abstract/43/8/zsaa037/5802387

Lee, K., & Vu, T. (2020). Economic complexity, human capital and income inequality: A
cross-country analysis. The Japanese Economic Review, Query date: 2024-12-28
10:21:50. https://doi.org/10.1007/s42973-019-00026-7

Liao, T., & Maio, F. D. (2021). Association of social and economic inequality with
coronavirus disease 2019 incidence and mortality across US counties. JAMA
Network Open, Query date: 2024-12-28 10:21:50.
https://jamanetwork.com/journals/fjamanetworkopen/article-abstract/2775303

Nguyen, C., & Nasir, M. (2021). An inquiry into the nexus between energy poverty and
income inequality in the light of global evidence. Energy Economics, Query date:
2024-12-28 10:21:50.
https://www.sciencedirect.com/science/article/pii/[S0140988321001948

Richmond-Rakerd, L., D'Souza, S., & ... (2020). Clustering of health, crime and social-
welfare inequality in 4 million citizens from two nations. Nature Human ..., Query
date: 2024-12-28 10:21:50. https://www.nature.com/articles/s41562-019-0810-4

Shim, R. (2021). Dismantling structural racism in psychiatry: A path to mental health
equity. American Journal of Psychiatry, Query date: 2024-12-28 10:21:50.
https://doi.org/10.1176/appi.ajp.2021.21060558

Syahrizal, H., & Jailani, M. S. (2023). Types of Research in Quantitative and Qualitative
Research. QOSIM Journal: Journal of Education, Social & Humanities,1 (1), 13-23.
https://doi.org/10.61104/jq.v1i1.49

Varona, L., & Gonzales, J. (2021). Dynamics of the impact of COVID-19 on the economic
activity of Peru. Plos One, Query date: 2024-12-28  10:21:50.
https://journals.plos.org/plosone/article?id=10.1371/journal.pone.0244920

Wang, Q., Yang, T., & Li, R. (2023). Does income inequality reshape the environmental
Kuznets curve (EKC) hypothesis? A nonlinear panel data analysis. Environmental
Research, Query date: 2024-12-28 10:21:50.
https://www.sciencedirect.com/science/article/pii/[S0013935122019028

Whitehead, M., & Dahlgren, G. (2021). Concepts and principles for tackling social inequities
in health. Query date: 2024-12-28 10:21:50.
https://resources.equityinitiative.org/bitstream/handle/ei/192/2006%20WHO%20
EURO%20Concepts%20and%2o0principlesi%20ofor%2otackling%20social’%20inequitie
s%20in%20health%20-%20part1.pdf?sequence=1

158



