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ABSTRACT 
The debate between growth and development inclusiveness continues to this day which can 
be seen from the development of theories and debates on it, but the fact does not always 
side with one of them. Batu City (Kota Batu), the only expansion area in East Java (Jawa 
Timur) Province that has succeeded in being independent through tourism, still leaves the 
problem of equity in its development. The economic growth of Batu City from 2010 to 2020 
showed significant growth, but at the same time, the depth of poverty also showed an 
increasing trend. This study aimed to prove that the development that has taken place in 
Batu City has been inclusive or vice versa. The result using robust analysis of inclusive 
variables shows that growth, human development index, and index of gender have a 
significant influence on the inclusiveness of Batu City and the workforce, the number of poor 
people, and the labor force and government program do not have a significant effect on 
inclusivity. 
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The search for the ideal economic model to achieve the optimum level of development 
for the welfare of the people of a country has never ended because problems in 
development are always born, emerged and develop until now. Various models were 
developed, starting from the concept of Quasi Stagnation (Hansen AH, 1954), which resulted 
in a growth model as proposed by Rostow, to the concept of sustainable development as 
proposed by Harvey Leibenstein and Malthus, which was based on a sense of concern 
about population growth and the impact of increasing industrial growth (Gladwin, Kennelly, & 
Krause, 1995); see also (Zweig, 1979); (J. Wells, 1975) to the concept of inclusive 
development which focuses more on economic growth coupled with equal economic 
opportunities for all (Rauniyar & Kanbur, 2009) and is oriented towards social and 
environmental aspects of the current generation (Gupta, Pouw, & Ros-Tonen, 2015) 

Johingan (2014), states that economic development trapped in exclusivity results in a 
circular causality process that makes rich people benefit more and more, and groups of 
people who are left behind are increasingly hindered from developing better. The exclusive 
economic development model makes the aspect of economic growth the only goal of 
achievement so that sometimes high economic growth occurs without equitable distribution 
of welfare accompanied by high unemployment rates, high poverty rates, and widening Gini-
ratio figures, as well as the carrying capacity of the environment, continuously degraded due 
to the development process (Baker, 2006). 

The high economic growth rate of Batu City does not automatically reduce the poverty 
rate because economic growth is not the only factor that affects the rate of change in poverty 
(Balisacan, Pernia, & Asra, 2003). This is also reinforced by the results of research which 
state that health and education factors are also important factors in poverty alleviation 
(Taruno, 2019; Melliana & Zain, 2013). 

Batu City BPS data shows that the high economic growth rate in Batu City still leaves 
problems in the form of poverty. Although the poverty rate continues to decline, if seen from 
the Poverty Depth Index of Batu City for the 2014-2018 period, it has increased. This means 
that the cost of solving poverty will be higher. Therefore this research wants to see the 
extent of inclusive implementation of Batu City government. 
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Figure 1 – Average Growth of Regencies/Cities in East Java (2011-2018). 
Source: processed from the statistics bureau of Batu City 

 

 
 

Figure 2 – Poverty Depth Index in Batu City 2014-2018 
(Source: processed from statistics bureau of Batu City) 

 
LITERATURE REVIEW 

 
Inclusive Economic Development 

The International Disability and Development Consortium (IDDC), inclusive 
development is a process to ensure that all community groups ensure that all marginalized 
groups in society can be fully involved in the development process. The concept seeks to 
grant rights to marginalized groups/people in the development process. Prasetyantoko, et al 
(2012), inclusive development is development for everyone, regardless of background, 
religion, ethnicity, and other differences. The idea of inclusive development first emerged 
after it was introduced in the Millennium Development Goals (MDGs). The motivation lies in 
the fact that countries in the world have achieved very satisfactory results in long-term 
development in many forms (high growth rates, high levels of real per capita income of 
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society, and rapid changes in economic structure, but there are still the problem of poverty, 
even widening the gap. Key issues of inclusive economic development are poverty, 
participation, collaboration, and networking. 
 

Table 1 – Previous Study 
 

Name Title Analysis Results 

Gupta, J., & Vegelin, C. 
(2016, April).  

Sustainable Development Goals And 
Inclusive Development. International 
Environmental Agreements: Politics, 
Law and Economics, 16, 433-448.  

The SDGs are doing quite well in terms of social inclusivity, 
not so well in terms of ecological and relational inclusivity. 
This implies that there is a risk that the implementation 
process may also focus more on social inclusiveness than 
on ecological and relational inclusiveness. 

Gupta, J., Pouw, N. R., 
& Ros-tonen, M. A. 
(2015, September).  

Towards An Elaborated Theory Of 
Inclusive Development. The 
European Journal Of Development 
Research, 27(4), 541-559.  

Inclusive development aims to provide a critical view of 
social, political and economic processes and arrangements 
over time, and to ask ourselves the question: who benefits 
or loses, and why, and how are the marginalized 
empowered? In terms of implementation, there is an 
important role for epistemic communities, communities of 
practice and social movements to legitimize scientific 
knowledge and make it acceptable to policy. However, 
ultimately inclusive development will only be realized 
through genuine interactive governance that provides the 
instruments and creates conditions for adaptive learning 
and empowerment of marginalized communities. 

Lélé, S. M. (1991, June).  Sustainable Development: A Critical 
Review. World Development, 19(6), 
607-621.  

“Sustainable Development” (SD) has emerged as the 
newest development slogan. Various non-governmental 
organizations as well as the government are coining a new 
paradigm of development. A review of the emerging 
literature around the concept of SD shows, however, a lack 
of consistency in its interpretation. More importantly, the 
nature of the concept While the all-encompassing 
approach gives it political clout, its formulation contains 
significant flaws. These include an incomplete perception 
of the issues of poverty and environmental degradation, 
and confusion about the role of economic growth and 
about the concepts of sustainability and participation. How 
these weaknesses can lead to incompetence and 
contradictions in policy making demonstrated in the context 
of international trade, agriculture, and forestry It is 
suggested that if SD is to have a fundamental impact, 
judicious political obscurity must be abandoned in favor of 
intellectual clarity and rigor. 

Nogueira, C. (2019).  Contradictions In The Concept Of 
Sustainable Development: An 
Analysis In Social, Economic, And 
Political Contexts. Environmental 
Development, 30, 129-135.  

a brief analysis of sustainable development in the context 
of contemporary productive forces and relations of 
production, and their contradictions regarding natural 
boundaries. For this particular evaluation, it is necessary to 
present a logical critique of ecological economics and 
environmental economics. Attempts to corroborate the 
contradictory data on surplus food production, use of 
agricultural chemicals, increase in the average temperature 
of the planet due to greenhouse gas emissions, and 
inequality in income distribution. As a result, several 
general elements related to a new way of thinking about 
productive forces and relations of production are proposed, 
which focus on production dynamics directed at basic 
human needs rather than market needs.. 

Source: Researcher, 2019 
 

The publication of the Asian Development Bank (ADB, 2011) describes 35 key 
indicators that can explain inclusive development, which are based on a framework of 
inclusive development indicators which identify key policy elements for inclusive 
development. These elements are economic growth and employment opportunities in this 
case quality economic growth or development, social inclusiveness, social protection, good 
governance and institutions. These indicators and their framework were first proposed by 
Zhuang (2010). The indicator has eight dimensions, including: Poverty and Inequality 
(income and non-income); Economic Growth and job opportunities; Key infrastructure 
supports; Access and input for education and health; Access to and input for basic 
infrastructure needs and services; equality and gender opportunity; the social safety net; 
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𝑗=1 

governance and institutions. While the number of indicators is 34, it is reduced to seven key 
indicators, including: 

1. Economic growth, measured by the growth rate (in percentage) of real GDP (after 
correction for inflation) per capita (sign: positive); 

2. Employment opportunities, measured by the number of workers who work as a 
percentage of the total population or the total labor force (sign: positive). This 
indicator reflects the access of members of a community to economic opportunities. 
As an alternative measurement tool, the unemployment rate (also in percentage) 
can also be used (sign: negative); 

3. Human development, measured by the HDI developed by the United Nations 
Development Program (UNDP) (sign: positive); 

4. Poverty, measured by the percentage of the total population living below the 
prevailing national or internationally applied poverty line (sign: negative); 

5. Equal income, measured by the Gini coefficient (sign: negative); 
6. Gender equality, as measured by, for example, the Global Gender Index from The 

World Economic Forum (WEF) (sign: positive); 
7. Governance/Government and Institutions, as measured by the Corruption 

Perception Index (CPI) (sign: positive). 
 

METHODS OF RESEARCH 
 

This research is not intended to test certain hypotheses but only describes what it is 
about a variable, symptom or situation (Arikunto, 1995). Collecting data by describing it as it 
is not accompanied by reviews, views, or analysis from the author (Bachtiar, 1997). While 
quantitative will examine based on a quantitative approach through statistical analysis tools 
and econometrics as a model in testing the formed hypothesis. 

The object of research (locus) of research is carried out in the Batu City area, which 
consists of 3 (three) sub-districts, Batu District, Junrejo District, Bumiaji District. More 
specifically, the object consists of all Batu City areas consisting of 19 villages and 5 sub-
districts. 

Inclusive economic growth focuses more on the speed and pattern of growth, where so 
far, economic growth is believed to be the most important variable in efforts to reduce 
poverty. However, for economic activity to run continuously, wider activities are needed in 
the form of more market control, greater expansion of economic activity (between sectors), 
and even efforts to absorb more of the labor force. In order to find out how Batu City is in 
terms of inclusiveness and sustainability, multiple linear regression analysis is used to 
analyze the inclusive and sustainable models separately. 

The multiple linear regression equation is: 
 

𝑦𝑖 = ∑𝑝 𝑥𝑖𝑗𝛽𝑗 + 𝑢𝑖 , 𝑖 = 1, … , 𝑛 (1) 
 
 
Where: yi is the value of the response variable and predictor variable (𝑝) is 𝑥𝑖𝑗 for the value j 
= 1 . . . . ,p and the regression coefficient 𝑝 is 𝛽𝑗. 
 

𝑌1 = 𝛼1 + 𝛽1𝑋1 + 𝛽2𝑋2 + 𝛽3𝑋3 + 𝛽4𝑋4 + 

𝛽5𝑋5 + 𝛽6𝑋6 + 𝛽7𝑋7 + 𝜀1 (2) 

 
However, the regression equation above requires the fulfillment of the linear classical 

assumption which is often a problem when the standard statistical assumptions are not 
sufficiently met (Huber, Robust Statistics, 1981) due to the presence of atypical data or 
called outliers. This outlier data often appears in both partial and majority data which has a 
deviation pattern from the general data pattern. The existence of outlier data often negatively 
affects sample variance and covariance, correlation, and sample mean, which impacts 
failure to match most of the data (Maronna, Martin, & Yohai, 2006). In addition, it will be a 
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problem when the distribution shown by the data cannot meet the assumption of a normal 
distribution. As one of the solutions that can be used is by eliminating the influential 
observations from the least squares fit or by utilizing robust least squares. 
 

Table 2 – Description of Variables 
 

Variable Definition Sources 

Growth is the rate of economic growth calculated based on the growth equation 𝑦𝑡−𝑦(𝑡−1) of Batu 
City's PDRB which is calculated and 

𝑦(𝑡−1) 
measured in percent (%) 

 

Labor Force Batu City residents in the working age category (15 years or older),who work, or have a job 
but temporarily do not work and unemployment which is measured in units of soul (person). 

 

Human 
Development 
Index (HDI) 

The HDI tries to measure the level of population accessibility to development through 
three dimensions, namely: expenditure, health (life expectancy - AHH) and education 
(realization of years of 
schooling -RLS). 

Statistics 
Bureau Of 
Batu City 

Poor the ability to meet basic needs, then the number of poor people will be 
calculated from the number of people below the poverty line 

 

Working Labor 
Force 

equitable development which is calculated from how many people 
receive the benefits of development. Statistically, this will be known through the growth rate 
of the working labor force 

 

Gender 
Development 
Index 

gender measurement will be seen through the Gender Empowerment 
Index (IPG) which measures the active role of women in development 

 

Evaluation of 
Regional 
Government 
Implementation 
Performance 

an assessment of the government's performance which is calculated from the achievement 
of government performance every year through the performance accountability report of 
government agencies 

Ministry of Home 
Affairs of the 
Republic of 
Indonesia 

 

Source: Researcher, 2021. 

 
Determination of outliers in the data is required before using Robust Lest Square. 

Therefore, it is necessary to know in advance whether there are outliers in the data or not 
which will be known through multiple regression. The regression analysis results themselves 
have a high level of sensitivity to the presence of outliers because they will cause concern in 
their interpretation, especially if the extreme values are statistically unreasonable (Barnett V., 
1979).  
 

Table 3 – Objective Function and Weight Estimator Function 
 

 
 

Source: processed from (Fox, 2002) & (Almetwally & Almongy, 2018). 
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In general, two basic approaches can be used to solve the outlier problem (Stevens, 
1984) namely by isolating or removing some or all of the points from the analysis, or the 
second approach, namely through the development of procedures that are relatively 
insensitive to outliers (regression technique). strong) (Hogg, 1979) cf. also (Huber, 1977), 
(Monsteller & Tukey, 1977). In this study, two approaches will be used to detect the 
presence of outliers: influence statistics and leverage plots. 

In the Robust Least Square approach, Huber provides 3 (three) options based on the 
location of the outliers in the data, whether the outliers are in the dependent variable, the 
independent variable, or even in the two variables (bound and independent). 
 

RESULTS AND DISCUSSION 
 

Based on the influence statistics as shown in the table above, it is known that outliers 
have been detected, either through the Student, DFFITS, COVRATIO, or Hat Matrix. 
 

Table 4 – Detection of Stability Inclusivity Variable 
 

 
Source: Researcher, 2021. 



Eurasia: Economics & Business, 1(67), January 2023 

135 

 
 

Figure 3 – Leverage Plot for Independent Variable for Inclusivity (Source: Researcher, 2021) 

 
Table 5 – Robust Regression Least Square Inclusivity 

 

 
Source: Researcher, 2021. 
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The presence of outliers is indicated by the distribution of points that are not around 
the red line which are randomly distributed as shown by X2, X3, X4, X5, and X7 as a 
reflection of the variables of the labor force, human development index, number of poor 
people, working force, and evaluation of the performance of local government administrators 
sequentially. 

The output based on the results of the robust least square shows that the variable 
economic growth (X1_growth) has a positive and significant effect on the inclusiveness 
variable (Y1) which is indicated by the probability value <. Furthermore, the human 
development index variable (X3_IPM) also significantly positively affects Y1. The same 
result is shown by the variable X6_IPG which shows a significant effect on Y1 but with a 
negative effect, which means that when a change in the X6 variable by one unit will have an 
impact on a decrease in Y1. In more detail, it can be seen that the variable economic growth 
has a significant effect. 
 

Table 6 – Regression Output Summary 
 

Regression Output Summary 

No Independent Variable Direction Significance 

1 Ec. Growth (X1) Positive Significant 

2 IPM (X3) Positive Significant 

3 IPG (X6) Negative Significant 

4 AK (X2)  Not Significant 

5 JPM (X4)  Not Significant 

6 AKB (X5)  Not Significant 

7 EKPPD (X7)  Not Significant 
 

Source: Researcher, 2021. 

 
The work force and the working force have no significant effect due to the habit of the 

people of Batu City to leave Batu City when they enter working age (productive). 
The number of poor people does not have a significant effect because the people of 

Batu City are generally not included in the category of poor people, in the sense that almost 
all of the people of Batu City already have jobs and those who do not have jobs or are 
looking for work are not residents of Batu City (immigrants). 

EKPPD has no significant effect because basically the development in Batu City has 
been running inclusively and this has happened based on the market mechanism, so that the 
government's efforts will not affect the inclusiveness program. 

HDI has a significant effect because the jobs in Batu City do not require special skills 
(agriculture and services). so that with a low level of education has been able to absorb 
labor and encourage economic growth Batu City. On the other hand, the dominant type of 
work in Batu City in the form of agriculture and services, especially tourism does not 
specialize in gender so that the absorption of labor has been evenly distributed. 
 

CONCLUSION 
 

Inclusiveness provides an illustration that development must be felt by all people 
without exception (Prasetyantoko, dkk; 2012). The development in Batu City from 2010 to 
2020 is known to have been running inclusively. It is known from the robust regression 
results which show that the variables of economic growth, human development index and 
gender development index have a significant effect on the inclusiveness variable. this is 
because the type of work in Batu City does not require a special gender and does not 
require special skills. While the labor force variables, the number of poor people, the 
working force and government programs have no significant effect on inclusiveness 
because the working age (productive) population in Batu City prefers to leave Batu City and 
those in Batu City already have a job. Thus, the government's inclusiveness program does 
not significantly impact. 
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