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 Abstract 
This article examines income inequality and wealth distribution in 
Indonesia, analyzing its concept, contributing factors, impact on 
sustainable development, and mitigation efforts. Employing a descriptive 
qualitative method, the article analyzes secondary data from various 
sources, including reports from the World Bank, BPS (Statistics Indonesia), 
and academic research. The conclusion highlights that income inequality 
and wealth distribution in Indonesia constitute a serious concern that 
requires comprehensive addressing through appropriate fiscal, monetary, 
and social policies. The article delves into the concept of income inequality 
and wealth distribution, exploring how disparities in income and asset 
ownership contribute to a skewed distribution of wealth. It further examines 
the underlying causes of this inequality, including unequal access to 
education and training, concentrated economic power, uneven 
infrastructure development, and a flawed tax system.  The article then 
investigates the detrimental impacts of this inequality on economic growth, 
quality of life, and social stability.  Finally, it proposes a range of mitigation 
strategies, emphasizing the need for integrated solutions involving 
government, private sector, and community participation. 
Keywords: Income Inequality, Wealth Distribution, Sustainable 
Development 
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I. Introduction 

Income inequality and wealth distribution are global issues that have drawn 
serious attention from various groups, including economists, sociologists, 
and social activists. This phenomenon is not merely a matter of statistics but 
reflects social injustice that has a broad impact on people’s lives. Inequality 
is not just an economic problem, but also a moral and social issue that 
erodes the foundations of fairness and unity in a nation. In Indonesia, this 
inequality is also a problem that accompanies economic development, 
raising serious questions about the sustainability and fairness of the 
development process. (Hurst, C., et al 2016). 

Data shows that the concentration of wealth in the hands of a few continues 
to increase, while the income of the middle and lower classes remains 
stagnant. This creates a widening gap between the rich and the poor, 
resulting in a worrying social inequality. This gap is not only evident in 
numbers but also reflected in access to education, healthcare, and economic 
opportunities. The wealthy have easier access to quality education, better 
healthcare services, and opportunities to start larger businesses. Conversely, 
the poor are trapped in a cycle of poverty, lacking access to vital resources, 
and hindered in realizing their potential. 

This situation has a negative impact on economic growth, people’s well-
being, and social stability. Income inequality can reduce the purchasing 
power of the middle and lower classes, leading to a decline in demand for 
goods and services. This can slow economic growth and hinder job creation. 
As a result, economic growth becomes unsustainable and uneven, benefiting 
only a handful of wealthy individuals while the majority of the population 
remains trapped in poverty. (Khan, A., et al 2021). 

Furthermore, income inequality and wealth distribution also lower the 
quality of life for people. The poor have limited access to healthcare services, 
education, and other public facilities. This reduces their opportunities to 
improve their quality of life and reach their full potential. They are forced to 
live in inadequate conditions, face difficulties in accessing proper healthcare, 
and are limited in accessing quality education. 

The widening gap can also increase social tension and threaten national 
stability. People who feel disadvantaged by injustice may resort to protests 
and demonstrations, which can lead to riots and security disturbances. This 
shows that inequality is not just an economic issue, but also a political and 
social issue that can threaten the harmony and unity of the nation. 
Therefore, addressing income inequality and wealth distribution is a top 



Muadifah, Faiq, Rizki, Muhaimain 

│ Income Inequality and Wealth Distribution 

Bina Bangsa International Journal of Business and Management (BBIJBM), 4(3), 295-306│ 297 
 

priority in building a just, prosperous, and sustainable Indonesia. (Mongale, 
CO 2022). 

II. Literature Review 

2.1. World Bank Report 

The World Bank’s “Indonesia Economic Monitor” (2022) is a crucial source 
of data and analysis for understanding income inequality in Indonesia. This 
report is not merely a collection of numbers, but offers in-depth analysis of 
various factors contributing to income inequality in Indonesia, as well as its 
impact on economic and social development. The report indicates that 
income inequality in Indonesia remains high, with a Gini coefficient of 0.38. 
This figure shows that income distribution in Indonesia is far from 
equitable, with a small portion of the population controlling a large share of 
national income. This demonstrates that the Indonesian economic system 
still experiences significant injustice, where the wealthy continue to enjoy 
greater benefits compared to the poor. (Bank Dunia. 2013).  

The Gini coefficient is a commonly used tool to measure income inequality. 
The Gini coefficient value ranges from 0 to 1. A value of 0 indicates perfect 
income equality, while a value of 1 indicates extreme income inequality. The 
Gini coefficient of 0.38 in Indonesia indicates that income inequality in 
Indonesia is at a high level and requires serious attention. This figure shows 
that the income gap in Indonesia is still very wide, and comprehensive 
efforts are needed to reduce this inequality. The World Bank report also 
emphasizes the importance of efforts to address income inequality and 
wealth distribution to support sustainable development. Income inequality 
can hinder inclusive economic growth, lower the quality of life for people, 
and increase social tension. Therefore, addressing income inequality is a top 
priority in supporting sustainable development in Indonesia. 

The World Bank report provides several recommendations to address 
income inequality in Indonesia. These recommendations include: (1) 
increasing investment in education and healthcare, (2) improving access to 
infrastructure and technology, (3) strengthening social protection systems, 
(4) enhancing transparency and accountability in public finance 
management, and (5) increasing the role of the private sector in creating jobs 
and supporting small and medium-sized enterprises. These 
recommendations show that addressing income inequality requires 
integrated efforts from various stakeholders, including the government, 
private sector, and society. (Gibson, L. 2017). 
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The World Bank's "Indonesia Economic Monitor” (2022) provides a clear 
picture of the condition of income inequality in Indonesia and highlights the 
importance of mitigation efforts. The recommendations provided in this 
report can be a reference for the government and other stakeholders in 
formulating appropriate strategies to address income inequality and support 
sustainable development in Indonesia. This report also shows that income 
inequality is a complex issue that requires holistic and sustainable solutions. 

2.2. Academic Research  

Academic research conducted by the University of Indonesia Research Team 
(2023) provides a more detailed and comprehensive picture of wealth 
distribution inequality in Indonesia. This research not only measures figures 
but also analyzes the factors contributing to the concentration of wealth in 
the hands of a few, as well as its impact on economic and social 
development. This research reveals that wealth distribution inequality in 
Indonesia has become increasingly severe in the last decade. This shows that 
the Indonesian economic system still experiences significant injustice, where 
the wealthy continue to enjoy greater benefits compared to the poor. The 
research also emphasizes that wealth distribution inequality is not just an 
economic problem, but also a social problem that affects the well-being of 
society and the stability of the nation. (Garcia-Garcia, et al 2018). 

This research reveals a shocking fact: 1% of the richest population controls 
more than 50% of national wealth, while the poorest 50% of the population 
only controls less than 1% of national wealth. This figure shows that wealth 
distribution in Indonesia is extremely uneven, and shows that the 
Indonesian economic system still experiences significant injustice. This 
shows that most of the national wealth is concentrated in the hands of a 
handful of people, while the majority of the population only has a small 
amount of wealth. This situation raises serious questions about fairness and 
equality in the Indonesian economic system. Does the current economic 
system truly support inclusive and sustainable growth? Or does it only 
benefit a handful of wealthy individuals? This research shows that 
fundamental changes are needed to address wealth distribution inequality 
and build a more just and sustainable economic system. 

This research also analyzes the factors contributing to wealth distribution 
inequality, such as access to capital, technology, and other resources. This 
research shows that the wealthy have easier access to capital, technology, 
and other resources, which helps them increase their wealth rapidly. 
Conversely, the poor are limited in accessing these resources, which hinders 
them from increasing their wealth and reducing wealth distribution 
inequality. This research shows that wealth distribution inequality is not just 
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an individual problem, but also a systemic problem influenced by the 
existing economic and political structures. (Anyanwu, JC, et al 2016). 

Academic research by the University of Indonesia Research Team (2023) 
provides a clear picture of the condition of wealth distribution inequality in 
Indonesia. This research emphasizes the importance of efforts to address 
wealth distribution inequality to support sustainable development in 
Indonesia. This research also shows that wealth distribution inequality is a 
complex issue that requires holistic and sustainable solutions. 

 

III. Methodology 

This article employs a descriptive qualitative method to analyze secondary data 

from various sources, including reports from the World Bank, BPS (Statistics 

Indonesia), and academic research. This data is collected and analyzed to 

provide a comprehensive understanding of income inequality and wealth 

distribution in Indonesia. This data analysis includes explanations of the 

concept of income inequality and wealth distribution, the contributing factors, 

its impact on sustainable development, and mitigation efforts. The descriptive 

qualitative method is chosen because it allows for in-depth analysis and rich 

interpretation of the collected data, thus providing a more complete picture of 

the phenomenon of income inequality and wealth distribution in Indonesia. 

IV. Results and Discussion 

A. The Concept of Income Inequality and Wealth Distribution 

Income inequality and wealth distribution are two interconnected 

concepts that describe the imbalance in the distribution of economic resources 

within a society. Income inequality refers to the difference in income between 

the rich and the poor segments of society. This means that a small portion of 

society has significantly higher incomes compared to the majority of the 

population. This disparity can be measured through various indicators, such 

as the Gini coefficient, which indicates the level of income inequality within a 

country. A high Gini coefficient suggests that income distribution is highly 

uneven, with a small segment of the population controlling a large share of 

national income. (Rubinson, R. 2019). 
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Wealth distribution, on the other hand, refers to how assets, such as 

land, buildings, stocks, and money, are distributed among the population. 

This means that a small portion of society controls the majority of wealth, 

while the majority of the population only possesses a small amount of assets. 

Wealth distribution inequality indicates that there is a significant gap in asset 

ownership between the rich and the poor. The wealthy have easier access to 

productive assets, such as land, buildings, and stocks, which help them 

increase their wealth rapidly. Conversely, the poor are limited in accessing 

these productive assets, which hinders them from increasing their wealth and 

reducing wealth distribution inequality. 

Income inequality and wealth distribution often go hand in hand. The 

wealthy tend to have higher incomes and control the majority of assets. 

Conversely, the poor have low incomes and own few assets. This creates a 

vicious cycle of poverty, where the poor find it difficult to increase their 

income and wealth due to limited access to resources and opportunities. They 

are trapped in a cycle of poverty that is difficult to break. (Clementi, F.,2016).  

Income inequality and wealth distribution can occur due to various 

factors, such as an unfair economic system, differences in access to education 

and training, concentration of economic power, and uneven infrastructure. 

These factors create significant gaps in economic opportunities and lead to 

income inequality and wealth distribution. An unfair economic system can 

benefit certain groups and create inequalities in the distribution of income and 

wealth. Differences in access to education and training result in differences in 

skills and labor productivity, which impacts income inequality. The 

concentration of economic power in the hands of a few can lead to monopolies 

and reduce healthy competition, which impacts income inequality and wealth 

distribution. Uneven infrastructure results in differences in economic 

opportunities between regions, which impacts income inequality and wealth 

distribution. 

Income inequality and wealth distribution have a broad impact on 



Muadifah, Faiq, Rizki, Muhaimain 

│ Income Inequality and Wealth Distribution 

Bina Bangsa International Journal of Business and Management (BBIJBM), 4(3), 295-306│ 301 
 

sustainable development. Inequality can reduce the purchasing power of the 

middle and lower classes, leading to a decline in demand for goods and 

services. This can slow economic growth and reduce the well-being of society. 

Inequality can also increase social tension and threaten national stability. 

B. Contributing Factors to Income Inequality and Wealth Distribution 

- Disparities in Access to Education and Training: Opportunities to receive 

quality education and training are not evenly distributed in Indonesia. This 

results in differences in skills and labor productivity, leading to income 

inequality. Access to quality education is often limited for poor and 

marginalized communities. They face difficulties in accessing good schools, 

obtaining qualified teachers, and enjoying adequate educational facilities. This 

situation leads to differences in skills and productivity between those who 

receive quality education and those who do not. Those with higher skills and 

productivity tend to earn better incomes, while those without adequate skills 

are forced to work in less lucrative fields with low incomes. 

- Concentration of Economic Power: Economic power concentrated in the 

hands of a few can lead to wealth distribution inequality. They have easier 

access to capital, technology, and other resources, which helps them increase 

their wealth rapidly. Concentration of economic power can occur due to 

monopolies or oligopolies in certain economic sectors. Groups that control 

capital and technology have greater power in determining prices and shaping 

economic development. They can avoid fair competition and conduct business 

more easily, which allows them to increase their wealth rapidly. Meanwhile, 

communities without access to capital and technology are limited in 

conducting business and increasing wealth. 

- Uneven Infrastructure: Access to adequate infrastructure, such as roads, 

electricity, and internet, is not evenly distributed throughout Indonesia. This 

results in differences in economic opportunities and income between regions. 

Regions with better infrastructure tend to have higher economic growth rates 

and more job opportunities. Uneven infrastructure leads to differences in 
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access to markets, business opportunities, and public services. Regions with 

good infrastructure have easier access to markets and business opportunities, 

which drives economic growth and creates more job opportunities. 

Conversely, regions with inadequate infrastructure are limited in accessing 

markets and business opportunities, resulting in slow economic growth and 

limited job opportunities. 

-Tax System: An ineffective and unfair tax system can exacerbate income 

inequality and wealth distribution. The wealthy can avoid taxes in various 

ways, while the poor find it more difficult to avoid taxes. This leads to an 

uneven tax burden, which widens the gap in income and wealth. An 

ineffective and unfair tax system can create disparities in tax payments 

between the wealthy and the poor. The wealthy have greater resources and 

expertise to avoid taxes, while the poor find it more difficult to avoid taxes. 

This results in an uneven tax burden, which widens 

- Gender Gap: Women in Indonesia still face discrimination in access to 

education, training, and employment opportunities. This results in income 

differences between women and men, exacerbating income inequality. Gender 

gaps in access to education and training result in women having lower skills 

and productivity compared to men. Discrimination in employment 

opportunities results in women receiving lower wages and having more 

limited promotion opportunities compared to men. This situation results in 

income differences between women and men, which exacerbates income 

inequality in Indonesia. 

- Corruption: Corruption is one of the main factors contributing to income 

inequality and wealth distribution. Corruption can hinder investment, reduce 

state revenue, and enrich a select few. Corruption can result in inefficient and 

non-transparent use of public funds. Public funds that should be used to 

improve the well-being of society can be stolen by corrupt individuals. 

Corruption can also reduce investment and economic growth, as investors are 

reluctant to invest in corrupt countries. This results in a widening gap in 
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income and wealth distribution. ( Berman, Y.,2016).  

C. Impacts of Income Inequality and Wealth Distribution 

- Weakening Economic Growth: Income inequality and wealth distribution 

can reduce the purchasing power of the middle and lower classes, leading to a 

decline in demand for goods and services. This can slow down economic 

growth. When the income of the middle and lower classes is low, their 

purchasing power also decreases. They are limited in spending money to buy 

goods and services, which results in a decline in market demand. This decline 

in demand negatively impacts businesses and industries, leading to a decrease 

in production and job creation. This results in slow and unsustainable 

economic growth. 

- Lowering Quality of Life: Income inequality and wealth distribution result in 

a wide social gap. The poor have limited access to healthcare, education, and 

other public facilities. This lowers the quality of life and exacerbates poverty. 

The poor are limited in accessing proper healthcare, which results in their 

health being compromised and increases the risk of contracting diseases. 

Limited access to quality education makes it difficult for them to improve 

their skills and productivity. Limited access to other public facilities, such as 

clean water, sanitation, and public transportation, reduces their quality of life 

and exacerbates poverty. 

- Increasing Social Tension: Income inequality and wealth distribution can 

trigger conflict and social tension. People who feel disadvantaged by injustice 

can engage in protests and demonstrations. This can disrupt social stability 

and security. When the gap in income and wealth widens, people who feel 

disadvantaged may feel unfair and angry. They may engage in protests and 

demonstrations to demand justice and change. This situation can lead to social 

conflict and threaten the stability of the nation. 

- Eliminating Opportunities: Income inequality and wealth distribution can 

eliminate opportunities for the poor to advance and develop. They find it 
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difficult to access capital, technology, and other resources needed to increase 

their income and wealth. The poor are limited in accessing capital to start 

businesses or increase their income. Limited access to technology makes it 

difficult for them to keep up with the times and improve their productivity. 

They are also limited in accessing other resources, such as land and 

equipment, which are needed to increase their income and wealth. This 

situation results in them being trapped in a cycle of poverty and finding it 

difficult to escape poverty. (Clementi, F., 2016) 

D. Efforts to Address Income Inequality and Wealth Distribution 

Addressing income inequality and wealth distribution is a complex 

endeavor that requires a multidimensional approach involving various 

stakeholders, from the government and private sector to the community. The 

government plays a crucial role in formulating and implementing effective 

policies to reduce socioeconomic disparities. One step that can be taken is 

through progressive fiscal policies, where the government increases taxes on 

the wealthy and lowers taxes on the poor. Additionally, increasing 

government spending on social programs that benefit the poor, such as direct 

cash assistance programs, health insurance programs, and free education 

programs, is also crucial. (IHEMEZIE, EJ 2024). 

Bank Indonesia, as the institution that regulates monetary policy, can 

play a role in promoting inclusive economic growth. One way to do this is by 

lowering interest rates on loans for small and medium-sized enterprises 

(SMEs) and increasing access to credit for the poor. This will help SMEs to 

grow and create new jobs, as well as provide opportunities for the poor to 

increase their incomes. 

Increasing access to quality education and training for all members of 

society, especially for the poor, is another crucial step. This will enhance the 

skills and productivity of the workforce, leading to higher incomes. The 

government needs to ensure the availability of quality schools throughout 

Indonesia, including in remote and underserved areas. Additionally, the 
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government should provide scholarships and training programs for the poor 

so that they have equal opportunities to improve their skills and productivity. 

Increasing access to adequate infrastructure throughout Indonesia is also 

essential. This will enhance economic opportunities and income between 

regions. The government needs to invest funds to build adequate 

infrastructure, such as roads, electricity, and internet, throughout Indonesia, 

particularly in remote and underserved areas. This will facilitate access to 

markets, business opportunities, and public services, which will drive 

economic growth and create more job opportunities. 

In addition to government efforts, the role of the private sector is also 

crucial in reducing income inequality and wealth distribution. Companies can 

invest in poor areas, provide training for local workers, and implement 

Corporate Social Responsibility (CSR) programs that benefit the poor. This 

will help create new jobs, increase the income of the poor, and reduce 

socioeconomic disparities. Increasing public awareness of the importance of 

equality and social justice is also a key factor in reducing income inequality 

and wealth distribution. This can be done through social campaigns, 

education, and social movements. The public needs to be given a good 

understanding of the negative impacts of socioeconomic inequality and taught 

to value the principles of equality and social justice. (Zhuang, J. 2023). 

 

V. Conclusion  

Income inequality and wealth distribution in Indonesia are serious issues that 
require comprehensive attention and action. Addressing them cannot be done 
in isolation, but requires strong synergy and collaboration from various 
stakeholders, including the government, private sector, and society.  
Progressive fiscal policies, monetary policies that support inclusive growth, and 
targeted social programs are key to reducing inequality and promoting 
sustainable development in Indonesia.  Increased access to quality education 
and training, adequate infrastructure, and good governance are also essential 
supporting factors in addressing inequality.  The importance of public 
awareness about the values of equality and social justice cannot be overlooked, 
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as this awareness will foster a conducive environment for creating a just and 
prosperous society. 
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