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Abstract:

This study intends to investigate the effect of poverty on divorce rates and analyzes the moderating
role of women's income between the two variables. In addition, this study also explores the causality
relationship among the three variables. Using panel data set of 32 provinces in Indonesia during the
period 2010-2018, the fixed-effect approach of panel regression, moderated regression analysis
(MRA), and the Granger test was applied as a means of data analysis. This study discovered that
poverty does not have, but women’s income has a positive and significant effect on divorce rates.
However, the women's income has negative moderating effects on the poverty-to-divorce rate effects.
The women’s independence among the poor potentially drives the divorce rate. The poverty rate has
bidirectional causality with women's income and divorce rates. In addition, unidirectional causality
exists from divorce rates to women's income.
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1. Introduction

The study on the relationship between poverty and marital stability has become a widespread
concern among social science researchers (Aytac, 1985; Mocan, 1991). However, their findings still
have been showing paradoxical results. The divorce intention often puts economic factors as the main
reason (Raz-Yurovich, 2012). The lack of a Husband's ability to sufficient the material need
encourages the wife's desire to divorce (Gonzilez-Val & Marcén, 2016). In contrast to the two
researchers, the results of Jan & Hyder's (2018) study found that divo@cas&:s are not related to the
economic factors of the household. But, the marital dissolution happened due to a lack of
commitment and equality among couples. An empirical study conducted by MacDonald & Dildar
(2018) also found that economic factors do not cause divorce.

Some researchers have linked divorce to women's economic independence. But, their research
findings on the relationship between the two variables are still controversial and have not given a
fixed conclusion. Women's autonomy in economics significantly increases the likelihood of divorce
(Dechter, 1992; Fokkema & Liefbroer, 2004). Women's income positively impacts family welfare,
but it negatively impacts marital stability and is one of the factors causing divor utlar et al.,
2018). The results of Kaplan & Herbst's (2015) study for the case of Isracl revealed that the odds of
divorce increase when the wife's work participation ifffjetter than the husband's. Previously, the
research findings of Sayer & Bianchi (2000) also found that there is a positive association between a
wite's contrf§ltion to household income and divorce. In contrastfgfith the findings of these
researchers, the results of the study of Kalmijn et al. (2004) found that there was no significant
relationship betweeif/fyomen's economic independence with divorce and the validity of economic
factors as the cause of divorce is conditional on cultural values. A paradoxical relationship between
the two variables was alf referred to by Vignoli et al. (2018) in their research findings for European
countries that discovers that women's income affects marital disruption in Italy and Poland, but not in
Germany and Hungary.




Like commonly of the world community, divorce has been an integral part of the social
phenomena of society in Indonesia. It's just that the intensity of that is relatively different from one
region to another. Until 2018, the highest-divorced rate province is Nusa Tenggara Barat (3.37%),
then following Kalimantan Barat (2.74%), Sulawesi Selatan (2.34%), and Sumatera Barat (2.23%).
On the contrary, at the same time, the lowest-divorced rates province is Papua (1.13%), Bali (1.34%),
and Sulawesi Utara (1.53%). The differences in the divorce rate logically indicate the existence of the
marital and social dilemma faced by a small group of communities of the respective provinces.

The poverty rate of each province in Indonesia is relatively different from one another.
Documentation o onesia's poverty data shows that during the 2018 period, the highest pofEkty
rate province was Papua (27.43%), followed by Papua Barat (22.66%) in the second, and then Nusa
Tenggara Timur (21.03%) and Maluku (17, @) positioned in the third and fourth, respectively. In
contrast, the lowest poverty rate province is Bali (3.91%), followed by Kalimantan Selatan (4.65%),
Bangka Belitung (4.77%), and Kalimantan Tengah (5.10%). The differences in the poverty rate
indicate that the community's welfare of the respective province in Indonesia is also different from
one anﬂr (Adnan & Amri, 2021).

e results of preliminary studies on related data indicate that the contribution of women's
income to household income in Indonesia is relatively different from one region to another. Even
these differences also occur in the same province for disparate periods. Using time-series data from
2010 to 2018, the region with the highest contribution of women's income was Nusa Tenggara Timur
(41.56%), followed by Yogyakarta by 39.95%, and Maluku by 36.32%. On the contrary, the regions
with the lowest contribution of women's income are Kalimantan Timur (22.04%), then followed by
Bangka Belitung (24.75%) and %ntalo (24.93%). These parameters of descriptive statistics, aside
from explaining the differences in the intensity of women's involvement in productive economic
activities, also indicate that women's contribution to their family welfare in each region is different.

As explained eﬁsr, the divorce rate in Indonesia is relatively different by province. Similar to
both the poverty rate and women's contribution to the household's income. Therefore, the study of the
interrelationship between these variables is interesting for further infstigation. Moreover, previous
research findings have not provided the same conclusions regarding the direction of the relationship
between the three wvariables. The research conducted by these researchers only analyzes the
relationship between divorce and poverty and women's incomes partially and is one-way. Even
though divorce also harms aspects of post-divorce family life. Such as Cavapozzi et al. (2019) that
the deteriorating economic condition of the family is one of the negative impacts of divorce.
Previously, Duke-Natrebo's (2014) research also proved that divorce impacts the wellbeing after
divorce. Divorced women strive to meet their daily needs through active participation in the work
field, so divorce also affects women's economic independence (Andre et al., 2018) and eventually
social stability in society (Clark & Brauner-Otto, 2015).

Unlike previous researchers, our study puts women’s income as a moderating variable between
poverty and divorce. This respective is because of the significance level of the relationship between
poverty and women’s economic independence, which is still an open question. Therefore, to sharpen
the analysis requires an effort to test the interaction between the two variables in explaining the
divorce rate. When previous researchers only analyzed thfhe-way effects of poverty and women’s
income on divorce, the current research study investigates the direction of causality between the three
variables using the Granger causality test panel. So, our findings can reveal the significance of a
variable in explaining changes in other variables. Therefore, this study also provides empirical
evidence on whether the changes in the poverty rate lead to changfflin divorce rate and women's
income or the opposite, the divorce rate affects the two variables. The findings of this study have
confributed gratefully to the development of literature related to the existence and economic
independence of women and their relationship to poverty and marital stability. Finally, our study has
theoretical implications for subsequent research practical implications for related policymakers to
improve marital stability in Indonesia.




2. Literature review.

2.1 The link between poverty and divorce

The study on the factors causing divorce among spouses has become the focus of researchers
(Becker et al., 1977; Amsden, 1980). The educational factors of couples (Mahmood et al., 2016), age
at marriage, family intervention, sexual satisfacti(mack of communication, and not having children
(Mostafaciajlﬁ) can affect marital dissolution. A research study conducted by Scot et al. (2013)
found that the main contributing factor to divorce is the lack of commitment between the two parties
(wife and husband), infidelity, and conflict in the household. Other empirical studies on the causes of
divorce put socioeconomic variables as a predictor variable. Socioeconomic factors have become the
primary cause of divorce intentions among certain community groups (Lee & Bumpass, 2006). The
incapacity of a household head in satisfying material and p§#hological needs has become one cause
of marital disability (Gonzdlez-Val & Marcen, 2017). There is a strong relationship between
household economic instability and divorce. Financial hardship has become a meaningful predictor of
divorce (Andersen, 2005; Sadeghi & Agadjanian, 2019). The financial hardship is usually related to
the employment status of the husband. When the husband is unemployed and unable to meet the
family's needs, this affects the stabffly of the marriage. Joblessness status of spouses harms marital
stability and significantly increases the risk of divorce (Maslauskaite et al., 2015). The existence of a
link between financial problems and the tendency to divorce is strengthened by the results of research
by Mohlatlole et al. (2018) for the case of Lebowakgomo, South Africa, which has revealed that
financial problems caused divorce among young couples. Even other studies such as the findings of
Dagnew et al. (2020) in Ethiopia pointed out that a wife with f#house ownership has higher odds of
divorce. In contrast, family economic stability can reduce the%k of divorce. The raising husband’s
income and household financial convenience are negatively related to the odds of divorce (Raz-
Yurovich, 2012).

The causal relationship of poverty and divorce allows being a reciprocal relationship. Poverty
causes divorce, and vice versa the divorce also raises the odds of poor economics among divorced
spouses. The negative impact of divorce on economic stability has beevident by previous
researchers. Like the results of the study by Heimdal & Houseknecht (2003) for the case of Sweden
and the United States, suggested that divorce has a significant impact on the economic dimension.
The biggest change regards to loss of income. Divorced women are more economically vulnerable,
especially when they are uneducated (Hogendoorn, 2019).

Previously, the empirical findings of Austin & Azih (2018) for the case of US communities
also pointed out that divorce is close to poverty and caused women to be single parents and heads of
the household as well. Most divorced women have low incomes during the early divorce and have a
higher risk of persistent poverty (Gadalla, 2008). In similar, divorced men also economically
experience the negative impact of divorce. Post-divorce, the prosperity of divorced men decreased
moderately, and women’s welfare declined much faster. As a result, most of them are in poverty
(Avellar & Smock, 2005).

2.2 The link between poverty and women's income
Meeting primary needs is crucial for any household. The unmet needs do not only affect
marital stability. But also affect the health and education of children. In the Indonesian context, a
husband has full responsibility for the meets of household needs (Riany & Morawska, 2021).
However, a wife has the odds of helping the husband in alleviating the household’s burden. The odds
enable them to beffilvolved in productive economic activities to generate additional income for
families (Cameron et al., 2018). A research study conducted by Patimo et al. (2015), for the case of




European economies, shows that when families suffer from financial hardship because lost-job
husbands encourage wives to take part in productive economic activity.

Several studies conducted by previous researchers prove that poverty encourages women to be
actively involved in productive activity. Decreased husband’s income so that he cannot meet family
needs is one of the main determinants of women’s work participation, especially wives (Awumbilla,
2006; Brady, 2006). Poor-families women have better job participation than those living in non-poor
families (Hilal, 2012; Meinzen-Dick et al., 2017). Even in conditions of poverty, besides actively
taking part in economic activities to generate income, other efforts undertaken by women are
diversifying businesses, seeking a way to meet food needs spendings, clothing, and social interest
spending.

r empirical research on the relationship between poverty and women’s income shows a
causal relation between the two variables. Like, the study of Owusu et al. (2013) in Ghana
concluded that women’s participation in productive economic activities enables them to increase the
welfare of their families and aggregately reduce the poverty rate in the community. Poverty also
causes an increase in women’s work participation so that their contribution to household income
increases. Similarly, the finding of Awan & Sadia (2018) also points out a bidirectional causality
relationship between poverty and women’s income. Poverty encourages women to be actively
involved in economic activities. The involvement will come on their income, and subsequently, an
increase in women’s income significantly reduces the poverty rate.

2.3 The link between women's income and divorce

Research studies on the relationship between women and divorce have long been a concern of
social researchers. There is an empirical argument underlying that the two variables are related to one
each other. Women have an important role in the household’s survi The study conducted by
Moore & Sawhill (1978) discover that greater income-married women have higher odds of divorce
compared to lower income-married women. Divorce rates are 4 percent higher among families with
working women compared to families of unemployed women (Amsden, 1980). Divorce decreases
when birth increases, and vice versa, divorce increases when labor participation increases (Mocan,
1991). In line with these researchers’ findings, the results of a study by Fokkema & Lietbroer (2004)
conducted on women in the Netherlands found that a wife’s participation in the work field
significantly increased the odds of divordZZ#An empirical study conducted by Sadeghi & Agadjanian
(2019) used primary data in Iran, and a research study conducted by Dagnew et al. (2020) for the
case of Ethiopian women also revealed that the wife’s work participation and their economic
independence led to a higher probability of divorce. Previously, Mo’s (2016) research study also
stated that several general socioeconomic factors, including improvement in women’s social status,
had a significant impact on divorce patterns.

The finding of researchers, as explained above, empirically explain that women’s economic
independence has caused divorce. Other researchers havfiJso found a similar result. Fofhstance,
research conducted by Kaplan & Herbst (2015) in Israel found that a wife’s income has a different
ect on the likelihood of divorce, depending on fami&lcome. The odds of divorce increase when
wife has income exceeding the husband’s income. existence of the relationship between two
variables is also in line with the findings of Jiménez-Rubio et al.’s (2016) study on the determinant of
divorce in Spain, which has concluded that women’s economic independence is the factor
encouraging wives to file for divorce claims.
The relationship between women’s income and divorce can occur in a two-way relation. The
relationship between the two variables is reciprocal. Divorce also affects the work participation of




women. Divorced women have higher work participation compared to married women. That is
because the economic pressure faced by women with widowed status after divorce is greater than
married women (Lee & Bumpass, 2006). Therefore, they attempt to take part in the work field to
meet their daily needs. It is as revealed in the rmlt of the empirical research conducted by Kutlar et
al. (2018) for the case of Turkey discovering the positive and significant effect of divorce on the
productive economic activity of women.

3. Methodology approach
L

Our aldy uses secondary data sourced %m the Indonesian Central Bureau of Statistics. The
data is in panel data form, is a combination of time series over the period 2010-2018 (n = 9) and
cross-section data of 32 provinces. Variables operationalized in this study comprise poverty rates,
women’s income, and divorce rates. The poverty rate is the poor to total population ratio measured
by percent. Women’s incomes arc proxies from tﬁ:ontribution of women’s income to houschold
income that is statistically measured by a percent. The divorce rate is the percentage of divorce rate,
which is the ratio of divorced spouses to the total household.

Considering the research study operationalized a panel dataset, the analysis model used to
analyze the functional relationship between variables is panel regression. For the estimated
coefficient of the poverty rate and women'’s income toward divorce rates to be interpreted as the
elasticity of the two independent variables, it is necessary to transform the data of the three variables
into logarithmic forms. The transformation process intends to the estimated coefficient of both
poverty rate and women’s income to reflect the elasticity of the two independent variables (Chen et
al., 2019). In econometrics, the panel regression model is applied to investigate the effect of the
poverty rate and women’s income on the divorce rate written as in equation 1.

logDRi= o + BilogPRi + PalogWlis + e (D

where logDRj is the logarithac value of the divorce rate for the province of i at the period of #;
logPRit is the logarithmic value of the poverty rate for the province of i at the period of ¢, and logWIi
is the logarithmic value of the women’s income for the province of i at the period of . fo denote for
constant, and pi, B2 are the estimated coefficient of PRy and Wi, respectively. Lastly, eit is an error
term.

As explained earlier, this study also put women’s income as a moderating variable between
poverty rates and divorce rates. The existence of moderating variables in a causal relationship
between the two variables implies that the analysis model used for this stucls moderated regression
analysis (MRA) (Momen et al., 2019). The MRA allows us to analyze the moderating effect of
women’s income on the causal relationship between poverty and divorce rate in a regression model.
Referring to Giesselmann & Schmidt-Catran (2020), the application of MRA for this study is seen in
equation 2.

logDRi= Po + PilogPRit + B2logWlic + BalogPRi* logWlit + eit (2)

The “logPRit * logWIit” is a symbol of moder@lg variables. This is an interaction between
women’s income and poverty rates. P; represents Gs# @Eimated cocfficient of the interaction
variables. The moderating effect can be detected from the estimated coefficient of interaction
variables (Islam et al., 2020). If the coefficient is statistically significant, it informs that the
moderating role exists (Kalmaz & Giritli, 2020). This means that if f3 # 0 (p-value < 0.05),
interpreted that the women’s income moderates the effect of poverty on the divorce rate. The
opposite interpretation applies if Pz = 0 (p-value > 0.05). The interaction effect produced by the




moderator variable comprises three probabilities, namely strengthening, weakening, or changing the
direction of the relationship between variables (Gardner et al., 201

The regression panel has three approaches, consisting of the common-effect approach, the
fixed-effect, and the random-effect approach. The seleaon process is one of the three approaches
statistically able to provifBJthe best estimation utilizing the Chow test and Hausman test. Chow tests
determine the choice of the best model between either the common effect or fixed-effect. Then, the
Hausman test determines the best choice between either a fixed-effect or random-effect approach
(Muliadi & Amri, 2019).

Determination of the effect significance of the poverty rate and women's income partially on
the divorce rate refers to the p-value generated by the staffffics calculation of using E-Views
software. When the p-value of a certain variable, it means that the irnated coefficient of the
variable is significant. if it has a p-valuefmeans that it. Furthermore, testing the effect of women's
income moderation in the functional relationship between the two variables is based on the
significance of the estimated coeia:icnt of LogWIi; (B2) and moderating variables (LogPRi*LogWT1;)
(B3). When P2 is not significant (p-value> 0.05) and s is significant (p-value <0.05), the moderating
role of the fpmen's income is that a pure moderation effect. For another statistical result, if B> is
significant (p-value <0.05), and B3 is not significant (p-value> 0.05), this means that the women's
income is only considermas an independent variable but does not act as a moderating variable.
Finally, we also analyze the direction of causality between divorce rates, poverty rates, and women's
income. In this respect, the econometric model used is the Granger causality test. The use of this
model allows us to investigate whether the causal relationship of certain variables to other variables
is one-way causality, two-way causality, or the variables are independent of one another (Amri et al.,
2019).

4, Result and discussion

4.1 Trend in divorce rate and the poverty rate

Over the past few years, Indonesia's economic growth has continued to inc@:e (Amri et al.,
2018; Hasyim et al., 2019). But most regions still suffer from a high poverty rate. At the same time,
the divorce rates and women's incomes in the respective area are also different from one another.
Regarding divorce, the Indonesian Central Bureau of Statistics documents that the divorce rate in
Indonesia differs by province. In 2010, the highest divorce rate province was Nusa Tenggara Barat
(3.44%), followed by Sumatra Barat (2.53%) in the second. The area with the lowest divorce rate,
and vice versa, is Papua (1.05%). On average (across provinces), the divorce rate in 2010 was 1.74%.
In the following period, the ¢Zbrce rate in the respective area in Indonesia increases. Although some
areas experienced a decline in the divorce rate, on average, the divorce rate increased to 1.91% in
2018. For more details on the dynamics of the divorce rates by the province from 2010 to 2018, as
seen in Graph 1.
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Graph 1. The dynamic of divorce rate by provinces in Indonesia from 2010 to 2018

Further, in terms of the poverty rate, in 2010, the area with the highest poverty in Indonesia was
Papua (36.8%), followed by Papua Barat (34.8%) in the second. In the same year, on the contrary, the
lowest poverty rate province is Bali (4.88%). On average, the poverty rate in 2010 was 14.77%. To
improve the people’s welfare, the central and regional governments in Indonesia carry out various
development programs to reduce the poverty rate. As a result, since 2011, the poverty rate of each
region has decreased. However, the decline differs by province. Until 2018, the average poverty rate
was 10.95%. The trends of poverty rate by the province from 2010 to 2018, as seen in Graph 2.
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4.2 The result of descriptive statistics and correlation matrix

Descriptive statistics are useful for describing the variables studied using statistical parameters, such
as the average, maximum valuaﬂnimum value, and other descriptive statistical measures. While the
correlation matrix can inform the strength of the rela@@inship between variables. In detail, the result
of descriptive statistics and correlation matrix, as seen in table 1.

Table 1. The descriptive statistics and correlation matrix
Descriptive statistics

Divorced rate Poverty rate Women’s income
(%) (%) (%)
Mean 1.749 12.369 32.097
Median 1.670 11.195 33.005
Maximum 3440 36.800 43260
Minimum 0.980 3910 20.580
Std. Dev. 0478 6456 4.633
Observations 288 288 288
Correlation matrix

Divorced rate 1.000
Poverty rate -0.192 1.000

Women’s income -0.070 0.143 1.000

Source: Author’s computation, 2021.

Table 1 above shows the statistical parameters of the three variables. The mean divorce rate of
the panel data set of 32 provinces in Indonesia is 1.75%. The same statistical parameters for the
poverty rate and women's incomes were 12.37% and 32.09%, respectively . The next parameter is the
maximum value, is that respectively, the divorce rate of 3.44%, the poverty rate of 36.80%, and the
women's income of 43.26%. 1

The correlation matrix shows the correlati@j coefficient between the divorce rate and the
poverty rate of -0.192. Statistically, this figure indicates that the relnship between the two
variables is relatively weak. The relationship between the divorce rate and women’s income, and
between women's income and the poverty ratefffhow the correlation coefficient of -0.070 and 0.143,
respectively. The statistical figures also inform that the relationship between the variables is also very
weak.

As explained above, the relationship between women’s incormand poverty is shown by a
correlation coefficient (r) of 0.145. This number is smaller than the value of the simultaneous
correlation coefficient, as shown in the panel regression resultsm0.873 (model 1) and 0.874 (model
2) (See table 2). Thus, it can be interpreted that the estimation of the effect of women’s income and
poverty on the divorce rate is free from multicollinearity symptoms.

4.3 Result of panel estimation

As explained in the research methods section, testing the effect of poverty and women’s income on
divorce rate using the panel regression model, and moderated regrggion analysis (MRA). Using two
econometric models has three choices of approaches comprise common effect, fixed effect, and
random effect. To rmine which one of the best approaches of thenuee, the statistical tests
applied to comprise the Chow test and the Hausman test. Chow tests are used to determine the best
choice between the common-effect or fixed-effects approach. The decision of the test statistically
based on c@Eparing the p-value for the cross-section F with the provision is that if the p-vf§> 0.05,
this means the best model is a common effect. Conversely, the opposite result statistically shows that




the best model is a fixed effect. In summarizes, the result of the Chow test and Hausman test, as
shown in Table 2.
Table 2. The result of Chow Test and Hausman test

Chow Test Hausman test
Effe(.:t. . Stat  p-value Effe?t. . X2Stat -
specification specification value
Cross- Cross-section F Cross-Section
Panel Section o 61.704  0.000 P
. . Cross-section Random 20.901 0.000
regression Fixed X2 617.379  0.000 Effects
Effects ’
Effe?t. . Stat  p-value Effe?t. . X2stat P°
ecification specification value
TOSS- 3 » .
Panel Section Crnss—sect}nn F 61704  0.000 Cross-Section
moderated . Cross-section Random 22,084 0.000
. Fixed E 618.709  0.000
ression X Effects
Eftects

Source: Author’s computation, 2021.

Table 2 above shows the p-value for the cross-section F of 0.000 (<0.05) both for panel regression
and MRA. Thus, this thing concluded that the best approach is the fixed-etfect approach. In addition,
the p-value for the cross-section ram effects is 0,000 (<0.05), both for panel regression and MRA.
The statistical result also informs that the fixed-effect approach is better compared to the random-
effects.

As explained earlier, our study operationalizes two econometricf¥bdels. The first model is a fixed-
effect approach of the panel regression method that estimates the effect of poverty and women’s
income on divorce. In econd model, we employ a panel of moderated regression analysis, which
puts women'’s income as a moderati ariable for the causal relationship between poverty and
divorce. The summary of the estimated results of the two models are shown in Table 3.

Table 3. The result of the fixed-effect approach of panel linear regression and MRA

Model 1 Model 2
gy Ui mate t-statistic p-value Estimate t-statistic  p-value
coefficient coefficient
Constant -5.299 -5.178 0.000 -9.466 -3.968 0.000
Logpov 0.041 0.486 0.627 1.689+%* 1970 0.049
logWI 1.656%#%* 6.604 0.000 2.861#%* 4257 0.000
logPov*logWI -0.476* -1.931 0.055
Effects Specification: Cross-section fixed
R? :0.887 :0.889
Adjusted-R? :0.873 :0.874
tat :60.619 :59.578
b(F-stat) :0.000 : 0.000
DW-stat : 1.606 : 1.623
Residual normality
Jarque-Bera 0.359 0.025
(0.836) (0.987)

Source: Author’s computation, 2021.
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Note: Numbers in parenthesis are p-value, * is gniﬁcant at 90% level; ** significant at 95% level;
and *** significant at 99% level.
1

Model 1 represents the functional Elationship between mdivorce rate on one side, and the poverty
rate and women'’s income on another side. The fgjerty rate has a non-significant and positive effect
on divorce rates, with an estimated coefficient of 0.041 (p-value = 0.627> 0.05). This means that
poverty experienced by households does not affect the intention of divorce among couples. This
empirical evidence supports the findings of Killewald (2016) pointing out that the poverty rate did
not significantly impact divorce. However, this finding contradicts the result of Miladinov’s (2015)
study, which found that family financial stability is relatedfflo divorce rates significantly. Previously,
Lee & Bumpass (2006) also provides that there is a close relationship between the high divorce rate
and the socio-economic factors. The household’s economic stability has been one of an antecedent of
divorce. The lack of a husband’s abilities to sufficient the material need of his family has caused the
emergence of divorce.

Unlike the poverty rates, women’s income positively and significantly affffi§s divorce rates, shown
by an estimated coefficient of 1.656 (p-value = 0.001 <0.05). The greater the women’s income, the
higher the divorce rate. Women’s income reflects their participation in economic activities. Higher-
income women have better economic independence compared to lowcr-inco@ women. This finding
supports the results of research conducted by Bremmer & Kesselring (2004) in the United States who
found that divorce rates increased when women’s incomes increased. Previously, M(mllto (1994)
also discovered that the odds of divorce increased among working women. [fiibontrast, this finding is
not in line with the results of Dong’s (2018) research study, concluding that there is no powerful
evidence that women’s work participation and income affected divorce rates. Previously, the research
findings of Killewald (2016) also found that the wife’s economic independence did not directly affect
divorce.

Model 2 represents the results from moderated regression analysis, putting women’s income as a
moderating variable between the poverty rate and divorce nes. The women’s income moderates the
causal relationship between the two variables, and impact the effect significance of the poverty rate
on the divorce rate. In contrast to model 1 earlier, model 2 shows an estimated coefficient of poverty
rate of 1,689 (p-value = 0.049 < 0.05), which shows that poverty positively and significantly affects
the divorce rate.

The interaction between the two predictor variables also affects the relationship between poverty and
divorce rates. It showed by the estimated coefficient of the moderating variable of -0.476 (p-value =
0.055), significant at 90% confidence levels. This respect means that aside from as the prediffor
variable for divorce rate, the women's income also moderates the effect of poverty on divorce. The
moderating role of women’s income on the causal relationship between the two variables is pure
Foderation. This moderating effect is negative and significant. An increase in women's income
reduces the positive impact of poverty on divorce. This shows that although their income is positively
related to divorce, it reduces the positive effect of poverty on divorce. In poor families, when the
wife’s income increases through their participation in productive economic activities, they try to
maintain the integrity of their family.

4.3 Result of Granger causality test

The Granger causality test is useful for detecting the direction of influence between variables.
The use of this econometric model can provide information on which one of two vifffables causes
changes in other variables first (Amri et al., 2019). In summary, the result of the test as in Table 4.




Table 4. The result of panel Granger causality test

Endogenous Exogenous variables
variables Lag length of 1 Lag length of 2
logPR logDR logWI logPR logDR logW1
logPR [2,606] [3,092] [2,229] [1,598]
i (0,108)  (0,079)* i (0,110)  (0,205)
logDR [1,241] [0,269] [4,306] [0,049]
(0.266) i (0,605)  (0,015)** ) (0,953)
logWI [2.972] [0,506] [1,129] [0,409]
(0,086)* (0,478) ] (0325) (0,664) .
Lag length of 3 Lag length of 4
logPR logDR logWI logPR logDR logW1
logPR [2,351]  [1,551] [0,685]  [1,288]
i 0074*  (0,203) i 0,603)  (0,277)
logDR [1412] [0,252] [0616] [1,437]
(0,241) i (0,860) (0,652) i (0,224)
logWI [1272] [0,309] [2.961] [2,177]
(0,286) (0,818) i (0,022)** (0,074)*

Source: Author’s computation, 2021.
Note: the values in parentheses ( ) are chi-square, the values in bracket [ ] are p-values. * and ** indicate the significant
at 90% and 95% level, respectively.

Based on Table 4 above, ﬁ direction of causality between poverty, women's income, and the
divorce rate in Indonesia, as shown in Figure 1.

Figure 1. The direction of causality relationship between variables

Women’s
income

Divorce
rates

Bidirectional causality exists between divorce and the poverty rate. That points out that the divolfEy
rate causes poverty rate, and vice versa, poverty also causes divorce rates. This finding supports the
results of previous research conducted by Austin & Azih (2018), discovering that divorce drives a
person to live in poverty. In post-divorce, the economic welfare of divorced men decreases
moderately, while for women declines more rapidly, and some of them are at risk of living in poverty
continuously (Avcll@c Smock, 2005). The existence of a causality relationship between poverty
toward divorce rates confirms the research findings of Mobhlatlole et al. (2018) which proves that the
household’s economic condition is a factor causing divorce.




Further, bidirectional causality also exists between women’s income and the poverty rate. This
statistical evidence shows that poverty encourages women to take an active role in productive
economic activity. As a result, they can also contribute to the inc in household income. An
increase in women'’s income impacts poverty reduction. This finding 1s consistent with the results of
the study by Owusu et al. (2013) in Ghana, which revealed that women’s income could not only
improve the welfare of their families but also reduce the poverty rate in the aggregate. This finding
also supports the empirical research of Hilal (2012) and Meinzen-Ifk et al. (2017), pointing out that
women’s involvement in productive economic activities improves the quality of life of their families,
and negatively affects the poverty rate.

As shown in figure 1 above, one-way causality runs from the divorce rate to women'’s income. From
the Indonesian perspective, we explicitly assumed divorce as the end of the husband’s economic
responsibility towards his wife, and this condition encourages divorced women to meet their own
needs. They will try to enter the work field to generate income to sufficient their daily needs. Thus,
changes in women’s income as a logical implication of divorce occur through women’s involvement
in productive economic activities. These findings confirm the results of Karaalp-Orhan’s (2017)
study, which concluded that the economic hardship experienced by post-divorce women leads them
to take part in income-generating activities. In the end, this condition affected improving women’s
independence economically. However, improvements in women’s incomes do not clily impact
divorce. Women's income is not a factor of divorce. As shown by the econometrics result of the
manger causality test depict that there is no causality of women’s income to divorce. Our finding is
not in line with the results of the study of Kutlar et al. (2018), in Turkey pointing out that the causal
relationship between the two variables is reciprocal, where divorce causes women'’s income, and vice
versa, women’s income also affects divorce.

5. Conclusion and recommendation
3

Our gudy aims to analyze the effect of poverty on divorce rates, as well as the role of moderation of
women’s income on th&finctional relationship between the two variables. Using panel data on 32
provinces in Indonesia during the period 2010-2018, thcmalysis model used was the fixed-effect
model panel regression, Moderated regressiofffinalysis, and the Granger causality test. The study
found that partially women’s income had a positive and significant effect on divorce rates.
Conversely, poverty did not affect the divorce. However, the signifmlt effect of poverty on divorce
occurs because of women’s income as a moderating variable. The effect of women’s income
moderation on the relationship between the two variables is pure moderation. Thus, our study
concluded that the negative impact of poverty on divorce only occurs when women’s independence
economically increased.

The results of the Granger causality test point out that a two-way causality relationship exists
between the poverty rate and women’s incomes, and between divorce rates and poverty rates.
Divorce causes poverty, and vice versa, poverty also affects divorce. Women's income affects the
poverty rate, and further poverty rate also causes increased women’s income. A one-way causality
relationship runs from divorce to women’s incomes. Divorce encourages women to take part
proactively in the work field to improve their prosperity of life.

Referring to the conclusions above, the government must realize that the economic empowerment of
poor groups through women’s economic activities, aside from increasing their income, also harms
marital stability. Deteriorating family financial conditions, on the one side, and increasing the
economic independence of the wife, on the other side, encourages the wife’s desire to propose a
divorce claim. In the future, the economic empowerment program applied to improve the poor-group




economy must be equal for a couple (wife and husband). So that the improvement of a wife’s income
along with the improvement of a husband’s income.
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