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Abstract: Poverty is a multi-faceted phenomenon which affexsonly the ability to purchase
goods, but also vulnerability towards various puess that may prohibit an individual from
enjoying life. This vulnerability may be gauged rfraiving conditions such as employment,
health, education, and housing. In short term, ggw&an be concluded as one problem that really
bothers every country around the world. Povertyoise of the issues being debated in the
central and local governments in various negitincluding in ASEAN region. Since its
establishment in 1967, ASEAN has been transformimfrom five developing countries to a
group consisting of 10 countries that are accoumteélde international area. But still, they face th
poverty problem up till now.

That's why the analysis of determinants of povastyessential for preparing strategies towards
efficient intervention. This research aims to irtigege the determinants of poverty in ASEAN-5.
Indonesia, Thailand, Malaysia, Laos, and Vietnamused as the object since the poverty rate in
those five countries can be categorized as higtediong time ago, and also the availability data
of each country. Because for the rest of ASEAN taes, especially Myanmar and Cambodia, we
still face lack of data that are publish freelythe internet. The variables used in this research
consist of macroeconomics variables, such as iofiatte, the growth of gross domestic product,
unemployment rate, and also social variables, saschotal population and youth literacy rate.
These variables are considered as the importatdrfathat every country should have. And along
with its development, ASEAN countries also haveious condition about those factors. Also, it
can be said that for some factors, there are s@pdetween the ASEAN countries.

Data used in this research is obtained from theld\Bank Publication. The method used in this
research is a quantitative method. By using paatd enalysis and STATA 11 as the software, it
is seen that generally, factors determine poveatg in ASEAN-5 are the growth of GDP,
inflation rate, unemployment rate, and youth itétey rate. Panel data or longitudinal data
typically refer to data containing time series aliagons of a number of individuals. This
research use the combination of time series argb@ection, that's why we can use the panel data
analysis.

Future studies are still needed as a developmetitiottudy. We recommend to adding another
factor that might be influence poverty, and ifstpossible, to use all the ASEAN countries so that
we can get broader depiction about the ASEAN cadestr

Keywords: ASEAN, llliteracy, Macroeconomics, Panel Data, ey Rate
Introduction

ational development is one of the efforts to creapast, prosperous, competitive, advanced andoprosis
society. Different development activities have beanried out by each government in every countries,
especially in developing countries, that are #ijging behind other regions to generalize the ldgveent
in various areas. The main indicators of a sucaEsslopment is the reduction in the number poorpleeo
Effectiveness in decreasing the number of poorhis main growth in choosing a strategy or instrument
development. This means that one of the mainr@ifer the selection of gravity or sector the leadsectors of
national development are effective in decreasiegiimber of poor.
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Poverty is one of the issues that being dmbah the central and local governmentsvarious regions,
including in ASEAN region. It prevents the growtlitg and other development constructions that ansechby
cultural, social, political, economic, educatioetfas and others. Hunger, malnutrition, diseaseglter, illiteracy
and other poverty related concerns are chgdlenthat most development area, including ASE&NK to
address. Some highlight condition in ASEAN courstigan be seen in figure 1 below:

Figure 1. Condition in ASEAN

Total Unmet need Gr_oss
S B national Poverty
fertility for family . =
Country = income per Incidence, %
hte planning, % . pita, USS  (ca. 2010)
: = - L v 4.
(ca. 2010) (ca. ?UO 7) (ca. 2010)
Philippines 3.3 22.3 2,060 26.5
Thailand 1.6 3.1 4,150 7.8
Indonesia 21 8.8 2,500 12.5
Malaysia 2.6 - 7,760 3.8
Vietnam 1.8 4.8 1,160 14.5
Cambodia 2.6 25.1 750 30.1
Lao PDR 2.7 27.0 1,040 27.6
Myanmar 2.0 19.1 - 25.6
Source: ADB, Basic Statistics 2012 (April 2012).

From Figure 1 above, we can see that poverty Bdfomes the main problem in almost ASEAN countries.
Although some ASEAN countries have low poverty ratihers have high poverty rate. There is quiteehgap
among ASEAN countries. It is important to know wifattors influence the poverty rate in ASEAN coiggr
There are many factors that influence poverty mat@ country or area. This research used macroecicn@ctors,
such as the growth of GDP, inflation rate and urlegmpent rate to see the impact of those factoggowerty rate in

5 ASEAN countries. Meanwhile, researcher also heesbcial factors that are believed have impathéopoverty
rate. They are the total population and also edutdtvel, that is measured by the youth literaater It is because
poverty is a multidimensional thing that has affecalmost every aspect in a country.

Based on the background and formulation of reseproblems above, the objectives of this study aréolows;
(i) to determine and analyze the effect ld Gross Domestic Product (GDP), populationafiuh,
unemployment rate, and youth illiteracy rate onrtheber of poor people (poverty rate) in ASEAN doies. This
study is expected to provide some benefits toh&) ASEAN Community, where it can be used as aermah
consideration or evaluation of poverty alleviatipmmgrams outlined in the development program dsd e as a
material to give more insight about poverty sitoatin ASEAN regions, 2) the scientists, as it canused as an
input for further research, particularly on poverty

Theoretical Background
Poverty Rate

Understanding the meaning of poverty is extremelgmde, diversity in the definition of poverty dtethe problem
has been creeping on a multidimensional level, meeaverty related to one another with a varietgiofensions
needs human. Inability to meet minimum living startt$ in accordance with the feasibility level iglda be living

can be said as poverty (Todaro, 2006). Povertyatsmbe defined as the inability to meet minimwinly standards
(Kuncoro, 2003).

The criteria of inequality by the World Baake based on the portion of the nationaoine experienced
by the three layers of the population, ¥@% of the population had low-income, 40% diedincome, and
20% were of high-income residents. The inequadit the income distribution is expressed whe#646f the low
-income residents enjoy less than 12% ofhtt@nal income. Inequality is moderately considafel0% of the
poor people enjoy between 12-17% of national incodeanwhile, if 40% of the low-income residentsogninore
than 17% of national income, then the discrepam@ag is said to be soft, and the distribution @tional income is
considered evenly fair.
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Poverty can be forms of different types like absmlpoverty and relative poverty. There may be mather
classifications like urban poverty, rural povegyimary poverty, secondary poverty and many more.

Poverty Trap Circle from Demand Side

In poor countries an incentive to embed capitaleis/ low, due to the vast market for various typégoods for a
limited, this is caused by the people's incomeeig/Yow. Income communities are also very low, hseathere is
low productivity levels, as form of a limited rabé capital formation in the past. This caused @gddrmation is
limited due to shortage, and so on.

Figure 1

Low Productivity

Low Capital Formation Low Income

A

A
Low Investment Low Demand for Goods

A

Poverty Trap Circle from Supply Side

Low income levels caused by low productivity wikhuse poor ability to people to save. Because tligyatn
saving low, it will cause the low level of capitalhd the low level of capital formation (investn®niThis will lead
to a lack of capital, and thus level productivityalow and it will repeat again from

the beginning.

Figure 2

Low Productivity

Low Capital Formation Low Income

A

A
Low Investment Low Saving

A

Factors Influence Poverty Rate
Inflation Rate

An inflation is the tendency of prices tizer in general and continuous (Miraza, 2005)3a@ns. However, if
the price increases for only one or two itemss ot called as an inflation, unless the increaseidespread or the
increase is noted in the price of other goods ($som@, 2007). The increase in the prices gobds is not
necessarily of the same percentage. The inflatowcurs due to excess demand which depenrdsthe
elasticity of supply. The greater the elasti@fysupply, means that the increase in prices bélloffset by the
increased production so that the price increasetisignificant. In the short term, when thdge idle capacity
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and yet it suffices in the foreign exchange,witl increase the demand and elevate the proolucas well as
encourage the increase of imported goods.otlmer words, the effect of the increase demand has a
greater influence on the increase in the prodoct8p "demand pulled inflation" would be more dangs when

there is a "constraint" in terms of foreigmcleange and when the economy has been irositign that is

almost labeled as "full employment".

The growth of Gross Domestic Product

The economic growth can be interpreted as the &serén the output per capita in the long rim.that sense,
there are three aspects that need to bhbligliged. namely the process, output per eapénd the long-
term. Growth as a process, means that amoatic growth is not serving as an economictupe at a time.
Economic growth associated with output peiteapmeans thatit is related to two thingsmely the total
output (GDP) and population, because the aufpr capita is the total output divided the population.
Meanwhile, in the long-term, it implies thaetincrease in the output per capita must be seepuite a long
period of time (10, 20, or 50 years, even longérhe increase in the output per capita in ametwo years
later following the decline is not economic gtbw

Economic growth is an indicator to see successfwetbpment and is a requirement for reduction ggviewvel.
This condition will be an effective economic grovihreducing poverty, when a country can producg léiconomy
growth. According to Kuznets (Tulus Tambunan, 20@tpwth and poverty has a very strong correlatimcause
on stage the beginning of the development procetkely to increase the level of poverty and ugmproaching
the final stage of development the number of peppte gradually reduced. Kuznets in Todaro (2008) aaid that
in the early stages of economic growth, incomeritiistion tends to deteriorate, but on the nextetalje income
distribution will improve.

So, it can be concluded that the larger the GDR &gion indicates more affluent areas where thenyp will be
reduced.

Unemployment Rate

Since long time ago, unemployment rate and povettyalways found intertwined. Unemployment andgstyvare
the two major challenges that are faced by alldbentries around the world. It is true that unergpient and
poverty are mostly common in the less developeth@ties. However, due to the global economic reoassithe
developed economies are also facing these challéndgbe recent times.

Unemployment leads to financial crisis and reduttes overall purchasing capacity of a nation. Thisturn
resulting in poverty, and also followed by incregsburden of debt. Whatever be the type of povehs, basic
reason has always been lack of adequate income. ¢tenes the role of unemployment behind povertgklet
employment opportunities and the consequential mecaisparity bring about mass poverty in most & th
developing and under developed economies of thé&wor

Population

According to Said (2001), is a the population is tumber of people who reside in an area at afspénie and is
the result of processes namely demographic fgrtifitortality, and migration. Human resources isiraportant
factor in economic growth, but not solely dependenthe population, but more emphasis on the efiicy and the
productivity of the population. Over population two high population density will be inhibiting eamic
development in developing countries. Low income papita and low level of capital formation will nelit
increasingly difficult for developing countries swustain the population explosion. Even if outputréased as a
result of better technology and capital formatittris increased will be swallowed by a populatioattis too much.
As a result, no improvement in the real growth wdtthe economy (Jhingan, 2003).

In general, population growth in developing colwegris very high and in a huge number. Populatisueis are also
concerns the interests of development and welférthe people overall human. In the context of pafah
development, there are two different point of viewino regard it as the obstacles to developmentatswdsome are
regarded as development boosters. The reason wiulgiion is seen as a barrier to development, dubd large
population and with high growth, it only added bemdo the development. Large population will redinc®me per
capita and generate employment issues (Dumairy§)199

Meanwhile, population is seen as a driver of dgwelent because high population is actually a biggsential
market which has been a demand source for varioadsgand services which will then mobilize a widaege of
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economic activities. It can create economies ofestaproduction that will benefits all partiesduee production
costs and create sources of supply or supply cdghabor in sufficient quantity so that in turn létimulate the
production of aggregate output. This in turn isentpd to improve the welfare society, which medmesgoverty
rate would go down (Todaro and Smith, 2006).

According to Nelson and Leibenstein (quoted frordd@ep Sukirno, 1983) there is a direct influenceapulation
growth the level of social welfare. Nelson and Isédin indicate that rapid population growth in theveloping
country cause the level of welfare is not that gigant and in the run long might decrease the Avelhg and
increase the number of the poor. A population i&to much or too high density of the populatiait become the
obstacles to development economies, especiallgweldping countries.

Education Level/ Youth Literacy Rate

Education is all power efforts to promote mannersd and physical to child in order to advance gbéfection of
life, namely living and turn the child in harmonytlwnature and society. In order to achieve ecooatevelopment
(sustainable development), education sector plagsastrategic role which can support the progesduction and
other economic activities. In this context, edumatis considered as a tool to achieve sustain&lgeause with
education development activity can be achievedhsmpportunity to improve the quality of life ihe future will
better. Education plays as a key in shaping caifiabilin a country to absorb modern technology tmdevelop
capacity to create growth and development (Tod20064). The new growth theory emphasizes the impoeaf
the role government, especially in raising humapitahdevelopment and encourage research and geveltt to
improve human productivity. The higher the leveleducation a person, then knowledge and experiitalao be
increased so that it will encourage increased wwdductivity. According to Simons (quoted from Tealaand
Smith, 2006), education is a way to save themsdhees poverty. One measurement of an education lisviéhe
youth literacy rate.

Research Methodology

This study uses a quantitative approach to analyeefactors that affect the poverty rate in th¢hflASEAN
countries. In doing this, quantitative analysisdiseonometric tools by using panel data analysistiecause it has
the data comprising time series and cross secligme of panel data used in this study is a balapeetl, where
each unit cross section has the same number ofsémies observations.

Variables and Its Measurement

Variables that are used in this research are divid® two (2) type of variables, the dependenialde and the
independent variable. The dependent variable & ghidy is the poverty rate, and the independenihblas used
consisted of the inflation rate, growth of GDP, mnpéboyment rate, total population, and youth litgreate.

Table 1. Variables

Type of Variable Variable Scale
Variable
Independent Inflation Rate Ratio Scale
Variable Growth of GDP | Ratio Scale
Unemployment | Ratio Scale
Rate
Population Ratio Scale
Youth Literacy | Ratio Scale
Rate
Dependent Poverty Rate Ratio Scale
Variable

Definitions

The operational definition of each variable usethia study are:

1. Poverty rate in this research is measured by thmbeu of poverty gap at national poverty lines, viahis
expressed in %.
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2. Inflation, the inflation rate as measured by thex§loner Price Index (CPI). This variable is exprésagerms
of percent (%).

3. Unemployment rate is the total unemployment, aptreentage of labor force.

4. Growth of GDP, it is the growth of gross domestioquct, in a country, which is expressed as%. Tothye
number of its variable, we compare the GDP in auryear with the previous year.

5. Total population is based on the de facto definitdd population, which counts all residents regasdlof legal
status or citizenship-except for refugees not peendy settled in the country of asylum, who areagally
considered part of the population of their coumtfwrigin. In this research, the total populatismieasured by
the growth of total population in the current yeammpared with the previous year, and is expreseed i
percentage.

6. Youth literacy rate is the literacy rates of 15y&&rs old, men and women in a country, which isesged in
percentage.

Data Collection

The data used is secondary data from the World Bt International Monetary Fund (IMF), and theiaks
Development Bank (ADB).

Model Formulation

The design of the model will be presented in adinegression model with five independent varigbtegh the
following model:

Poverty Rate w0 +al Inflation —a2 Growth of GDP 403 Unemployment e4 Education 45 Population + e
With a0= = constant

al, a2, a3, o4, a5 = coefficient

e= residual

Analysis Tool

The analytical tool used in this research is pamellysis and using Eviews as its software. The Ipdaia is a
combination of cross section data with time sedi@s. Panel data model that can be generatedasean effect,
Fixed Effects and Random Effects.

Stationary Test

Before estimating panel models, the first thingltois to test the stationary condition for eachalzde. Stationary
test is done to avoid spurious regression. In $hisly, the stationary test was conducted by usign:-Lin-Chu
stationarity test to see stationarity condition ameoverall variables (common unit root) and alse lim-Pesaran-
Shin stationary test to see the condition of tlividual variables (individual unit root).

The hypothesis proposed:

Ho: variables are not stationary.

Ha: stationary variable.

Decision making is Ha will be rejected if the valak Prob. > Alpha (0:05) and the statistical valwésthese
variables is positive.

Chow Test

Chow test conducted to choose between Pooled ISspstre model and Fixed Effect model. The hypothiesés
follows:

Ho: models Pooled Least Squared (PLS) is better.
Ha: Fixed Effect models better.

Proposed decision is if the result of Prob. > nmller than the value of(5 percent), then Ho will be rejected and
Ha accepted, and vice versa.

LM Test

This test is used to choose between Pooled Leastr&djor Random Effect. The hypothesis is as falow
Ho: Pooled Least Squared model is better
Ha: Random Effect models better

Proposed decision is if the result of Prol. €©:05), then Ho will be rejected, and vice versa.
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Hausman Test

Hausman test is used to determine the best modeh@itihe models of Fixed Effects and Random EffeChe
hypothesis is as follows:

Ho: Random Effect model is better
Ha: Fixed Effect model is better

If the Probability of Chi-square> 0.05 then Ho iscepted and the model used is Random Effect. Bief
Probability <0.05, the model used is the Fixed é&ffe

Model Evaluation Method

After the results of data processing by using paath analysis is done, we must evaluate the mé&séimation
methods produced through the panel data analygisoche should be evaluated based on the followiitgri:

Individual Test (T-Test)

Individual test is done by testing the significaraf the coefficients of each variable. T-Test$edito determine
whether the independent variable (X) is significanthe dependent variable (Y). This test is dopedmparing the
t-test or a t-statistic with a t-table asignificant level 10%.

F-Test

Simultaneously test is done to prove the existesicsignificant influence of the independent vareblon the
dependent variable overall.

Goodness of Fit Test

Goodness of Fit test aims to explain whether thengk of independent variables in the model is caiite to
explain the change of the dependent variable. Tedficient of determination is noted with R2. Thalue of R2
that is near to one is what a model needs to lEgodtzed as good. If the value of R2 closes to,zérmeans that
the independent variables that exist in the meibatbt able to explain the change of dependentklibei So, the
higher the value of R2, the better the model means

Result

Stationarity Test Result

Results and discussion in this study is done basdtie steps that have been described previoulbyfifst step in
conducting an econometric analysis to analyzeithe series data is to do a test to see variabtmiséay or not.
Stationarity test that is used is Levin-Lin-Chutistaary test and Im-Pesaran-Shin stationary testid®arity test
results can be seen in Table 1 below. Based orrdsstts obtained, it shows that all variables sie¢ionary at a
level so that the level of the test data is comthand there is no change in the model of the kel

Next page
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Table 2. Stationarity Test Result

Stationarity Test

No. Variable S -
Levin-Lin-Chu Im-Pesaran-Shin

Statistic P-value Statistic P-value

1. Poverty Rate -0.4011 0.0466 -1.2107 0.0121

2. Growth of GDP -3.0777 0.0010 -2.8799 0.0030

3. Inflation Rate -0.0685 0.0117 -3.8584 0.0499

4. Population Rate -6.0064 0.0000 -1.3321 0.0343

5. Unemployment Rate -1.3840 0.0284 -3.4460 0.0002

6. Youth Literacy Rate -1.3131 0.0126 -0.2339 0.0566

Chow and Hausman Test

Tests that were first performed to make a selegtenmel data model is the Chow test. Based on Chstwésults, it
appears that a better model is the Fixed Effectehddiaving chosen the model Fixed Effect, it isessary to do
the Hausman test to compare between Random Effedeinand Fixed Effect models. Based on the Haustesin
results, it shows that the chosen one is Ha, amtédsthat the Fixed Effect better. This is becahsevalue prob>
chi2 produced less than 0.05, that is equal to8R0Thus, in this study, panel data model useldag-ixed Effect.

Table 3. Chow and Hausman Test

Method Probability Decision Explanation
Chow Test 0.0216 Reject Ho Fixed Effect
Hausman Test 0.0180 Reject Ho Fixed Effect

Panel Data Analysis Result

Based on estimated results of the panel data mtidelmodel can be obtained in the aggregate forsdwen
ASEAN countries is as followed:

Next page
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Table 4. Panel Data Analysis Result

Dependent Variable: Poverty Rate

Variable Theoritical Sign Coefficient p-value/2
Growth of GDP - -0.456641 0.0015
Inflation Rate
4 0.031308 0.0320
Population Rate
+ 0.013510 0.0165
Unemployment Rate
+ 0.124592 0.0975
Youth Literacy Rate
- -0.22731 0.008
C + 4.836375 0.000
Prob.F-Stat 0.0000
AdjustedrR? 0.5970

Table 4 indicates that the aggregate amount ofppvate in fifth ASEAN countries is significanthffected by all
the independent variables in simultaneously. Thiseflected in the value of Prob. F-statistic thas significant
value, amounting to 0.0000. While based on the 3tTieis found that the variables that have sigaift impact to
the poverty rate in fifth ASEAN countries are theowth of GDP, population rate, youth literacy rated also
inflation rate. While the unemployment rate is fdun be the one and only independent variabletthgatno impact
on the poverty rate in the fifth ASEAN countrieseWan say this because its significant value isdrighan thex
(5%).

All variables used also has a correlation directioaccordance with the theory and hypothesis,hien& the growth
of GDP and youth literacy rate have negative impagpoverty rate, while the others (inflation rggepulation rate,
and unemployment rate have positive impact to theegy rate. But because the impact of unemploymatet in
not significant statistically, we say that ther@@ssignificant impact from the unemployment ratéhie poverty rate
in fifth ASEAN countries, although it has the appriate sign, based on the theory. So this reseaiitfiocus the
discussion on the variables that have significantact on poverty.

The value of Adjusted R-Squared of 0.5970 indic#tes all independent variables that are used lis @bexplain
the behavior of the dependent variable (pover@)ramounted to 59.70%, while the remainder, amagnt 40.3%
of the behavior of the dependent variable explaimgdther variables that are not used in the modetse factors
may consist of the level of infrastructure, avaiigband productivity of labor, political stabijit and also the
consumptive nature of the society of a countrygtber factors.

Based on the results, it can be concluded thatewthiere was a 1% increasing of GDP for the fifthEASI
countries, the magnitude of ASEAN poverty rate wi#icrease by 0.456641%. This influence also demaindt
statistically significant. This is in line with tbey and hypothesis, that the current level of GD&eéases, which
means an increase in income, market size and minthpower, the poverty rate will decrease. Likeyiwhen a
decline in GDP of 1%, ASEAN FDI will decrease by86641% of GDP level. This variable has the higiragiact
on the poverty, among other variables.
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The impact of education, measured by the youthalite rate is significant. When there is a 1% insie@in youth
increasing rate, the poverty rate will decreasauab®2731%. This variable plays the second hig tteat impacts
poverty rate in the fifth ASEAN countries. It caa bnderstood because when an area has a goodiedunagins
the quality of the resource humans in the area ass good. Education plays a key in forming a davielg

country's ability to absorb modern technology anddevelop the capacity to create growth and sueéen
development (Todaro, 2000). So, people who havejtiladity of higher education will be able to prodwoods and
services optimally so that it will acquire optimatome as well. If the high-income population, ttaihneeds will
be met and away from the cycle of poverty.

The impact of total population to poverty rate @sitive. When there is a 1% increasing of totalyation in the
fifth ASEAN countries, it means that the poverdyer will also increase about 0.013510%. There ewversl things
that make residents as a driver of developmentregdtively affect the level poverty. Populationaadriver of
development for the population the greater is thteqtial market is the source of the request

will be a wide variety of goods and services whigh then move a wide range of economic activitibat create
economies of scale in production that benefit altips, lowers costs production and create newcssunf supply,
or the supply of labor cheap in sufficient quangitythat in turn will stimulates the productionagfgregate output
or higher and on ultimately expected to improve Wedfare of society, which means the level of ptwevould
down (Todaro and Smith, 2006). But this findingewh that for ASEAN countries, the impact of popigiatrate to
poverty is still positive. It might be because timereasing in the population is found as a burden the
development in ASEAN countries. And it might beodteecause there are many unproductive people iocinetry.

The inflation rate is found has a positive impactpoverty rate. When there is a 1% increasing eririfiation rate
in the fifth ASEAN countries, then the poverty ratél also increase about 0.031308%, and vise vedrgtation
rate shows about the stability of economy in a tguiit means that ASEAN countries should takereaaore in
their stability of economy to decrease the poveatg.

Conclusion and Suggestion

The purpose in this research is to see the impfictflation rate, the growth of GDP, the total pdgtion, youth

literacy rate, unemployment rate in fifth ASEAN odries, during 1990 — 2013. Data used are the skogrdata.
The result shows that only the unemployment raaé s no impact to the poverty rate, while otteiables have
the significant impact to poverty rate in the filNSEAN countries. It means that ASEAN should takesceach of
these factors to maintain its poverty rate, esfigdiae GDP and education level (youth literacyedathat are the
first and two factors that have high impact on ptweate. The ASEAN region should be able to mamtheir

economy growth high and provide good and qualifyoadion.
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