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ABSTRACT 

 

This research aims to analyze the relationship between foreign direct investment and human capital 

with income inequality in the regional economy at Java Island for 2010-2016. Foreign direct 

investment was proxied by investment realization from abroad (in million US$), human capital was 

proxied by rate enrollment ratio in secondary school, and income inequality was proxied by Gini ratio. 

The area of research are West Java Province, East Java Province, Center Java Province, Banten 

Province, Jakarta Province and Yogyakarta Province. The method of data analysis used in this study 

was panel data model in form of a random effect. The results of research provide the conclusion that 

foreign direct investment was not affected income inequality in West Java Province, East Java 

Province, Center Java Province, Banten Province, Jakarta Province and Yogyakarta Province. These 

provinces reflect good economic performance in Indonesia that contains high inequality. The other 

results is human capital have a positive and significant effect on income inequality at Java island in 

Indonesia for 2010-2016. The recommendation is government must select priority to direct foreign 

direct investment in these areas. The scope of priority are the density of population, purchasing power 

parity, degree of people education, and economic structure in the region.  
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