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ABSTRACT 
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 This study aims to determine the effect of inflation, regional minimum wages, and subsidized 

housing costs on the purchasing power of low-income communities needing to own a home 
as an intervening variable. This study uses the Structural Equation Modeling (SEM) method 
to analyze the data from the districts of East Java, Indonesia. Broadly speaking, this study 
found that the higher the need to own a home, the higher the purchasing power of Low-
Income Communities because the population is increasing, so the need to own a place to live 
is also directly proportional. The practical implication of this study is that it can contribute 
useful information relating to the effect of inflation, regional minimum wages, and 
subsidized house prices on the purchasing power of low-income communities with a need to 

own a house as an intervening variable. Therefore, the government needs to control the 
impact caused by inflation in the form of rising bank interest rates by subsidizing it so that it 
remains stable. In the future, the government should include housing allowances in the 
minimum wage component. The government should not only subsidize house prices, but also 
production costs, so that the price of subsidized houses remains stable.  
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1. INTRODUCTION 

Home is a primary need for humans [1]. Therefore, ideally 

every human being or every family should have a home [2]. 

However, from year to year house prices are increasing. This 

increase in house prices is not followed by an increase in 

people's income[3]. With the imbalance between housing 

needs and the low income of this community, developers will 

find it difficult to sell their products, on the other hand, 

people with low income will find it difficult to fulfill their 

primary needs in the form of a house [4]. 

In Quarter 2 2022, the property price index in East Java 
reached 100.2, up 4.4 points compared to 95.8 in Quarter 1 

2022. The quarter-on-quarter increase reached 4.7 percent 

[5]. In contrast, according to the Chairman of the DPP of the 

Association of Housing and Settlement Developers 

throughout Indonesia (Apersi) Eddy Ganefo, this decline in 

purchasing power has made commercial housing sales fall 75 

percent [6]. 

In addition to the high price of housing, another factor that 

hinders home purchases is inflation. According to Indonesia's 

Finance Minister, Sri Mulyani Indrawati, with rising 

inflation, it will be increasingly difficult for low-income 

people to own a home. Of course there is a strong reason, 
because when there is inflation it will be followed by bank 

interest rates [7] 

Regional Minimum Wage (UMR) is another factor that 

greatly affects the ability to buy a house. The higher the 

UMR in a region, the higher the ability of its people to buy a 

house. Standard house prices that are almost evenly 

distributed in East Java are not followed by the UMR. This 

has resulted in districts with low minimum wages, such as 

Situbondo Regency, where the minimum wage is very small, 

it is very difficult to match the ability of Mojokerto Regency, 

where the minimum wage is very large [8]. 

The hope of the community to be able to buy a house is 

with the subsidized housing program [9]. But in reality this 

subsidized house is also increasingly unbalanced by the basic 

price of the house. So that this subsidized house is still not 

affordable by low-income people. This is because the selling 

value or price of subsidized houses remains high. 

The above fact is in line with several studies [10]–[18] 

which state that Inflation, UMR, and Subsidized House 

Prices affect the Purchasing Power of Low-Income 
Communities. However, there is a research gap in research 

from [19] showing the opposite result that Inflation, UMR, 

and Subsidized House Prices have no effect on the 

Purchasing Power of Low-Income Communities. 

This study contributes to the government's decision-

making related to subsidized houses. Unstable world 

economic turmoil has resulted in recessions in several 

countries, including Indonesia. The recession has increased 

the government's basic inflation, making it more difficult for 

low-income people to own a home. Novelty in the study is 

the need to own a house as an intervening variable because 
the number of people's population in Indonesia is getting 

higher, so the need for housing is also increasing. In addition, 

based on the theory of national development, there is a 

government obligation to facilitate the community in 

obtaining a sense of security to live. The launch of subsidized 

houses is a tangible manifestation of the government's 

seriousness in providing convenience, especially for low-

income people in owning private houses.  
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From the description above, the following research 

questions can be formulated (1) Does Inflation affect the 

purchasing power of low-income people? (2) Does the 

Regional Minimum Wage affect the Purchasing Power of 

Low-Income People? (3) Does the Price of Subsidized 

Houses affect the Purchasing Power of Low-Income People? 

(4) Does Inflation affect the Need to Own a House? (5) Does 

the Regional Minimum Wage affect the Need to Own a 

House? (7) Does the need to own a house affect the 

purchasing power of low-income people? (8) Does Inflation 
affect the Purchasing Power of Low-Income People through 

the Need to Own a House? (6) Does the price of subsidized 

housing affect the need to own a house? (7) Does the need to 

own a house affect the purchasing power of low-income 

people? (8) Does inflation affect the purchasing power of 

low-income people through the need to own a house? (9) 

Does the regional minimum wage affect the purchasing 

power of low-income people through the need to own a 

house? (10) Does the price of subsidized housing affect the 

purchasing power of low-income people through the need to 

own a house? 
 

2. LITERATURE REVIEW 

The theory of economic development is seen as a 

multidimensional process that involves various fundamental 

changes in social structures, attitudes of society, and national 

institutions, as well as accelerated growth, reduction of 

inequality, and overcoming poverty. In essence, development 

reflects a complete change in the social system according to 

various basic needs and efforts to foster the aspirations of 

individuals and social groups in the system. In the early 

stages of economic development, according to them, the 
relatively large ratio of government expenditures to national 

income. The initial stage of the government must provide 

various facilities and infrastructure. In the middle stage of 

economic development, government investment is still 

needed to spur growth to take off [20]–[24].  

Inflation is the tendency of prices to rise generally and 

continuously. An increase in the price of one or two goods 

alone is not called inflation unless the increase extends to (or 

results in an increase in) a large part of the price of other 

goods. According to [25], inflation can be divided into two 

types based on the factors that give rise to it. Inflation occurs 

as a result of the level of the economy reaching the level of 
full labor unemployment and rapid economic growth. 

Inflation occurs due to an increase in production costs [26]–

[30]. 

Wages are something that is obtained by labor as a form of 

exchange for services that have been provided to the 

company. The minimum wage, as regulated in government 

regulations No. 8 / 1981, is a wage set at the regional, 

sectoral, and subsectoral minimum. In this case, the 

minimum wage is the basic wage and benefits. The minimum 

basic wage is a minimally regulated basic wage both 

regionally, sectorally, and sub-sectorally. Meanwhile, 
government regulations that clearly regulated only the basic 

wage and do not include benefits [31]–[35]. 

Several terms can express prices or costs, for example, 

rates, rent, interest, premiums, commissions, wages, salaries, 

etc. From a marketing point of view, a price is a monetary 

unit or another measure (including goods and services) 

exchanged for the right of ownership or use of a good or 

service. Price is the only element of the marketing mix that 

provides income for the company, while the other three 

elements are (product, distribution, and promotion) causing 

costs (expenses). Price is an important point in determining a 

company's marketing strategy because the price has a great 

influence on consumers' purchasing power [36]–[40]. 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012 article 1, a house 

is a building that functions as a livable residence, a means of 

family development, a reflection of the dignity and dignity of 

its occupancy and assets for its owner. A house is not only a 

building (structural) but also a place of residence that meets 
the requirements of a decent life, viewed from various 

aspects of people's lives. Home is understandable as a refuge 

to enjoy life, rest, and revel with the family. The house's 

inhabitants get the first impression of their life in this world. 

The house must guarantee the interests of the family, that is, 

to growth, give the possibility to live in association with its 

neighbors, and more than that; the house must give 

tranquility, pleasure, happiness, and comfort to all events of 

its life [41]–[46]. 

The ability to purchase power can be summed up as the 

capacity of consumers to buy the number of goods requested 
in a market with a price level at a certain income and in a 

certain period. Consumers with low purchasing power or 

relatively small incomes will tend to consume relatively 

cheap products with relatively small amounts in order to meet 

their needs due to their resources. The government has 

sought to obtain credit with a relatively cheap Inflation rate 

from the Bank. Then the cost of taking care of a very simple 

house certificate has been arranged according to the housing 

developer. To increase public affordability, the government 

and banks have made policies to help low-income people by 

providing subsidies for Home Ownership Credit Inflation 

[47]–[52].  
 

 

3. HYPOTHESES DEVELOPMENT 

3.1 The Effect of Inflation on the Purchasing Power of 

Low-Income Communities 

High inflation will be a burden for all parties. With the 

regional minimum wage, the purchasing power of a currency 

becomes lower or decreases. With the decline in the 

purchasing power of currencies, people's ability to meet their 

living needs, goods, and services, will be lower. The unstable 
pace of the regional minimum wage will make planning 

difficult for the business world, not encourage people to save 

and invest, hinder development planning by the government, 

change the structure of the state budget and regional budget, 

and various other negative impacts that are not conducive to 

the overall economy. The result of the study by  Atreya & 

Czajkowski (2019); Gotama & Anastasia (2021); Ma et al. 

(2021); Porumb et al. (2020); Prakash et al. (2021) shows 

that inflation affects the purchasing power of low-income 

people, thus, 

The first hypothesis, H0: Inflation does not affect the 

purchasing power of low-income people, and H1: Inflation 
does not affect the purchasing power of low-income people. 

 

3.2 The Effect of Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities 

The demand for an increase in the minimum wage for each 

district every year is intended to improve the welfare of the 

workers. However, for companies, it is the opposite because 

if the minimum wage increases, the production costs incurred 

are quite high, so there can be inefficiencies in the company, 



 

and they will take policies to reduce the number of workers 

to increase the number of unemployed. The level of wages is 

also called the average level of work generally accepted in 

society for all kinds of work. The wage rate can be 

considered by the hour, day, week, month, or year. The result 

of the study by Chang et al. (2020); Hsu et al. (2020); 

Sanderson et al. (2019); Tajani et al. (2017); Yen et al. 

(2018) shows that the regional minimum wage affects 

purchasing power of low-income people. Thus, 

The second hypothesis, H0: Regional Minimum Wage does 
not affect the Purchasing Power of Low-Income 

Communities, and H1: Regional Minimum Wage affects the 

Purchasing Power of Low-Income Communities. 

 

3.3 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants, and an asset for the owner. The price of 
subsidized housing is also regulated through Public Works 

and Human Settlements Ministerial Decree No. 

242/KPTS/M/2020 concerning subsidized housing prices 

adjusted to the region. For the Java region, the price of 

subsidized housing is set at only Rp. 150.5 million, 

Jabodetabek Rp. 168 million. Other areas, Sumatra Rp. 150.5 

million, Bangka Belitung Rp. 156.5 million, Maluku Rp. 168 

million to Papua priced at Rp. 219 million. The result of the 

study by Bhattacharjee et al. (2021); Demko (2020); Kamau 

et al. (2017); Mlambo (2022); Motoryn et al. (2021); Sumirat 

et al. (2020) shows that subsidized house prices affect the 
purchasing power of low-income people. Thus, 

The third hypothesis is H0: The price of subsidized housing 

does not affect the purchasing power of low-income people, 

and H1: The price of subsidized housing affects the 

purchasing power of low-income people. 

 

3.4 The Effect of Inflation on the Need to Own a Home 

Inflation is the increase in prices generally prevailing in an 

economy from one period to another. Inflation can be 

considered a monetary phenomenon due to a decrease in the 

value of the monetary calculation unit of a commodity. 
Several adverse impacts arise from inflation, including 

declining economic activity, declining levels of people's 

prosperity, declining real income of people with fixed 

incomes, reducing the value of wealth in the form of money, 

and worsening the division of wealth. The result of the study 

by Atreya & Czajkowski (2019); Gotama & Anastasia 

(2021); Ma et al. (2021); Porumb et al. (2020); Prakash et al. 

(2021) shows that inflation affects the need to own a house. 

Therefore, 

The fourth hypothesis, H0: Inflation has no effect on the need 

to own a house, and H1: Inflation affects the need to own a 

house. 
 

3.5 The Effect of the Regional Minimum Wage on the 

Need to Own a Home 

One of the factors of subsidized housing purchase 

decisions is income. The high income owned by consumers 

will have an impact on the desire to own a home that can 

support their prestige and personal interests in the present and 

the future. Besides, ability in terms of income is also one of 

the main factors that can make consumers buy a house in 

cash or credit. The result of the study by Chang et al. (2020); 

Hsu et al. (2020); Sanderson et al. (2019); Tajani et al. 

(2017); Yen et al. (2018) shows that the regional minimum 

wage affects the need to have a home. Thus, 

The fifth hypothesis, H0: Regional Minimum Wage does not 

affect the need to own a house, and H1: Regional Minimum 

Wage affects the need to own a house. 

 

3.6 The Effect of the Cost of Subsidized Housing on the 

Need to Own a Home 
Price is the only element in the marketing mix that 

generates sales revenue. In large companies, pricing is 

usually handled by divisional or product line managers. 

However, top management still sets goals and general 

policies regarding selling prices and often approves price 

proposals submitted by managers. The result of the study by 

Bhattacharjee et al. (2021); Demko (2020); Kamau et al. 

(2017); Mlambo (2022); Motoryn et al. (2021); Sumirat et al. 

(2020) shows that subsidized housing prices affect the need 

to own a home. Therefore, 

The sixth hypothesis, H0: The price of subsidized housing 
does not affect the need to own a house, and H1: The price of 

subsidized housing affects the need to own a house. 

 

3.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants and an asset for the owner. The price of subsidized 
housing is regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of a study by Bhattacharjee et al. (2021); 

Demko (2020); Kamau et al. (2017); Mlambo (2022); 

Motoryn et al. (2021); Sumirat et al. (2020) shows that 

subsidized house prices affect on the purchasing power of 
low-income people. Thus, 

The seventh hypothesis, H0: The price of subsidized housing 

affects the purchasing power of low-income people, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people. 

 

3.8 The Effect of Inflation on the Purchasing Power of 

Low-Income communities through Stock Returns as an 

Intervening variable 

Inflation is a huge economic problem, especially for 

developing countries. The source of inflation in developing 
countries comes from several factors, such as the government 

budget deficit, which then has an impact on increasing the 

money supply. Judging from the main factors that cause 

inflation, inflation can be caused by the demand side, supply 

side, expectations, or a combination of these three factors. 

The increase in prices for goods and services continuously 

impacts a decrease in the value of a country's currency. It 

causes the purchasing power of money to become weaker. 

The result of the study by Bilousovа (2019); Haeba et al. 

(2021); Jovanka et al. (2020); Meneses & Flores (2016); 



 

Pienaar (2019) shows that inflation affects the purchasing 

power of low-income people through return on shares as an 

intervening variable. Thus, 

The eighth hypothesis, H0: Inflation does not affect the 

Purchasing Power of Low-Income Communities through the 

Need to Own a House as an Intervening variable, and H1: 

Inflation affects the Purchasing Power of Low-Income 

Communities through the Need to Own a House as an 

Intervening variable. 

 

3.9 The Effect of the Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

According to Article 23, paragraphs (1) and (2) of 

Government Regulation 36 of 2021 concerning Wages, the 

minimum wage is the lowest monthly wage, consisting of 

basic wages and non-fixed allowances. The basic wage is at 

least equal to the minimum wage. The minimum wage is 

determined based on economic and employment conditions; 

in other words, it is no longer based on decent living needs. 

The result of the study by Damoah et al. (2020); Kaluge 
(2019); Laurini et al. (2020); Li & Wan (2021); Segarra-Oña 

et al. (2012) shows that the regional minimum wage affects 

the purchasing power of low-income communities through 

return on the stock as an intervening variable. Thus, 

The ninth hypothesis, H0: UMR does not affect the 

purchasing power of low-income people through the need to 

own a house as an intervening variable, and H1: UMR 

affects the purchasing power of low-income people through 

the need to own a house as an intervening variable. 

 

3.10 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

The Modest Subsidized Housing Development Program 

was established to expand opportunities for people to obtain 

housing and reduce social inequality because the price is 
adjusted to the purchasing power of some low-income 

groups. The size of a very simple house has been regulated in 

the Regulation of the State Minister for Public Housing 

Number 07/PERMEN/M/2008. Result of studies Chau et al. 

(2021); Dent (2019); Gautam et al. (2020); Malik et al. 

(2021); Ngangnchi et al. (2022); Ngangnchi & Joefendeh 

(2021) shows that subsidized house prices affect the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. Therefore, 

Tenth hypothesis: H0: The price of subsidized housing does 

not affect the purchasing power of low-income people 
through the need to own a house as an intervening variable, 

and H1: The price of subsidized housing affects the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. 

 

 

Figure 1. Conceptual framework

 

4. RESEARCH METHODS  
 

The population in this study is cities in East Java Province 

in 2022. The Saturated Sample method/Census Method is 

used in taking the sample. It is a technique for determining a 

sample with all members of the population selected as the 

sample [67], [68]. The reason for using this method is that 

there are 38 regencies/cities in East Java Province.  

a. Inflation 

The following formula is used to measure inflation: 

 

Inflation rate = Inflation – Inflation-1 (1) 

 

b. Regional Minimum Wage (RMW) 

The following formula is used to measure Regional 
Minimum Wage: 

 

RMW = RMW t – RMW t-1 (2) 
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c. Costs of Subsidized Housing 

The following formula is used to measure the Costs of 

Subsidized Housing: 

 

HRS = HRSt – HRSt-1 (3) 

 

d. A Need to Own a Home 

The formula used to measure the variable “A need to own 

a home” is the Distribution of Household Percentage 

According to Regency/ City and the Status of Ownership 
of Residential Buildings in East Java Province, as 

follows: 

 

Home Status= Home Statust – Home Statust-1 (4) 

 

e. Purchasing Power of Low-Income Communities 

The formula used to measure the variable Purchasing 

Power of Low-Income People is as follows: 

 

Purchasing Power Index= Purchasing Power 

Index – Purchasing Power Index-1 
(5) 

 

The data analysis technique used in this study is structural 

equation modeling (SEM) analysis. SEM is used to cover the 

regression's weaknesses [69]. 

 

 

5. RESULTS  

East Java Province is one of the centers of economic 

growth with a fairly high population in Indonesia, where the 

population has increased yearly. This increase in population 

growth has stimulated the growth of housing construction in 

East Java Province, especially small types with subsidized 

facilities, which can be seen from the increasing number of 

developers in East Java Province, totaling 32 developers who 

are members of the East Java REI association, the Jember 

Commissariat. The City Planning System implemented in 
East Java Province provides many opportunities for 

developers to work together to build properties, in this case, 

houses. This development makes it easier for people to find a 

place to live. Therefore, a consumer must be selective in 

choosing a developer. The need for housing is, of course, 

inseparable from the trend of population growth and the 

provision of housing based on the number of houses. 

Development progress (economic) of East Java Province is a 

relatively high growth rate, where in 2021 it will reach 3.61% 

and in 2022 it will reach 5.58% so that the average is above 

national growth. 
After analyzing the research data, the next stage is to 

process descriptive statistical data of research variables. The 

results of the descriptive statistical data processing of 

research variables appear in Table 1. 

 

 

Table 1. Descriptive statistical results 

Description Inflation 
Regional 

Minimum Wage 

Subsidized House 

Prices 
The Need to Own a Home 

Purchasing Power of 

Low-Income People 

Min -0.16    1,850,671   140,000,000  0.29 0.66 

Max 1.44    4,375,479  150,500,000  31.74 0.88 

Mean 0.62    2,501,048  149,289,474  5.11 0.74 

Std.Dev 0.43       805,140  3,008,168  6.88 0.06 

Source: Processed in 2022.

  

The inflation variable shows an average value (mean) of 

0.62. The lowest value of inflation is -0.16, and the highest is 

1.44. The standard deviation is 0.43. The regional minimum 

wage variable shows an average value (mean) of 2,501,048. 

The lowest value of the regional minimum wage variable is 

1,850,671, and the highest value is 4,375,479. The standard 
deviation is 805,140. The Subsidized House Price variable 

shows an average value (mean) of 149,289,474. The lowest 

value of the subsidized house price variable is 140,000,000, 

and the highest is 150,500,000. The standard deviation is 

3,008,168. The variable needs to own a house shows an 

average value (mean) of 5.11. The lowest value of the Need 

to have a Home variable is 0.29, and the highest is 31.74. The 

standard deviation is 6.88. The purchasing power variable of 

low-income communities shows an average value (mean) of 

0.74. The lowest value of the low-income people's 

purchasing power variable is 0.66, and the highest value is 

0.88. The standard deviation is 0.06. 
The discriminant validity test uses the cross-loading value. 

An indicator is declared to meet discriminant validity if the 

indicator's cross-loading value on the variable is the largest 

compared to other variables. 

  

 

 

 

 

Table 2. Discriminant validity 

Variable Cross-Loading Value Rtable Description 

Inflation (X1) 1.000 0.266 Valid 
Regional minimum wage (X2) 1.000 0.266 Valid 

Subsidized house prices (X3) 1.000 0.266 Valid 

The need to have a home (Z) 1.000 0.266 Valid 

Purchasing power of low-income people (Y) 1.000 0.266 Valid 

Source: Processed in 2022.

  

Based on the data presented in Table 2, it can be seen that 

each indicator in the research variable has a cross-loading 

value > Rtable. Based on the results obtained, the variables 

used in this study already have good discriminant validity in 

compiling their respective variables. 



 

The reliability test with the composite reliability above can 

be strengthened by using the Cronbach alpha value if the 

Cronbach alpha value is > 0.7. The following is the Cronbach 

alpha value of each variable. 

 

 

Table 3. Reliability test result  

Variable Cronbach Alpha 

Inflation (X1) 1.000 

Regional minimum wage (X2) 1.000 

Subsidized house prices (X3) 1.000 

The need to have a home (Z) 1.000 

Purchasing power of low-income people (Y) 1.000 

  Source: Processed Data, 2022

 
Based on the data presented in Table 3, it can be seen that 

the Cronbach alpha value of each research variable is > 0.7. 

Thus these results indicate that each research variable has 

met the requirements for the Cronbach alpha value, so it can 

be concluded that all variables have a high level of reliability. 

A multicollinearity test was conducted to determine the 

relationship between indicators. To find out whether 

formative indicators experience multicollinearity by knowing 
the VIF value. If VIF values are between 5 and 10, the 

indicator does not have multicollinearity. The following are 

the results of the multicollinearity test for each of the 

variables in this study. 

 

Table 4. Variance inflation factors 

Variable VIF 

Inflation (X1) 1.195 

Regional minimum wage (X2) 1.307 

Subsidized house prices (X3) 1.270 

The need to have a home (Z) 1.316 

  Source: Processed Data, 2022
 

Based on Table 4, the results of the multicollinearity test 

show that the VIF value is below 10. Therefore, there is no 

multicollinearity for each of the research variables. 

Based on the data processing, the results can be used to 

answer the hypothesis in this study. Hypothesis testing in this 

study was carried out by looking at the T-Statistics values 

and P-Values. The research hypothesis can be stated to reject 

the Null Hypothesis (H0) if the P-Values value <0.05.. The 

following are the results of hypothesis testing obtained in this 

study through the inner model. 

 

 
Figure 2. Test result  

From the results of the research hypothesis testing model, 

it can be seen the direct influence and indirect influence of 

the relationship between variables. 

The results of testing the direct influence of relationships 

between variables can be seen in the following Table 5.  
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Table 5. Influence between variables 

Variable Path Coefficients P-value Result 

Inflation – Purchasing power of low-income people -0.224 0.000 Significant 

Inflation – The need to have a home -0.227 0.000 Significant 

Regional minimum wage – Purchasing power of low-income people 0.191 0.000 Significant 

Regional minimum wage – The need to have a home 0.393 0.000 Significant 

Subsidized house prices – Purchasing power of low-income people -0.027 0.000 Significant 

Subsidized house prices – The need to have a home -0.159 0.000 Significant 

The need to have a home – Purchasing power of low-income people 0.763 0.000 Significant 

Inflation – The need to have a home – purchasing power of low-income 

people 

-0,173 0.000 Significant 

Regional minimum wage – The need to have a home – purchasing power of 
low-income people 

0,300 0.000 Significant 

Subsidized house prices – The need to have a home – purchasing power of 

low-income people 

-0,122 0.000 Significant 

Source: Processed Data, 2022. 

 Based on the direct influence testing from Figure 2 and 

Table 5, it can be seen that the path coefficient of inflation on 

the purchasing power of low-income people is β = -0.224, 

which is negative. H0 is rejected because the p-values are 

less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, inflation has a 

significant negative effect on the purchasing power of low-
income communities. 

The value of the path coefficients of inflation on the need 

to own a house is β = -0.227, which is negative. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, inflation significantly negatively affects 

the need to own a house. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities is β = 
0.191, which is positive. H0 is rejected because the p-values 

are less than 0.05, namely 0.000 so that H1 is accepted, 

which means that it shows a significant effect. So, based on 

the calculated value of path coefficients and p-values on the 

influence relationship between variables, the regional 

minimum wage significantly positively affects the purchasing 

power of low-income communities. 

The path coefficients of the regional minimum wage on 

the need to own a house are β = 0.393, which is positive. H0 

is rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 
significant effect. So, based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, the regional minimum wage significantly 

positively affects the need to own a house. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people are β = -0.027, 

which is negative. H0 is rejected because the p-values are 

less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, subsidized house 

prices significantly negatively affect the purchasing power of 
low-income communities. 

The path coefficients of subsidized house prices for the 

need to own a house are β = -0.159, which is negative. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, subsidized house prices significantly 

negatively affect the need to own a home. 

The value of the path coefficients of the need to own a 

house on the purchasing power of low-income people is β = 

0.763, which is positive. H0 is rejected because the p-values 
are less than 0.05, namely 0.000 so that H1 is accepted, 

which means that it shows a significant effect. So based on 

the calculated values of path coefficients and p-values on the 

influence relationship between variables, the need to own a 

house significantly positively affect the purchasing power of 

low-income communities. 

The value of the path coefficients of inflation on the 

purchasing power of low-income people through the need to 

own a house is β = -0.173, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant 
effect. So based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

inflation has a significant negative effect on the purchasing 

power of low-income communities through the need to own a 

home. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities through 

the need to own a home is β = 0.300, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 
coefficients and p-values on the influence relationship 

between variables, the regional minimum wage has a 

significant positive effect on the purchasing power of low-

income communities through the need to own a home. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people through the need to 

own a house are β = -0.122, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant 

effect. So, based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 
purchasing power of low-income communities through the 

need to own a home. 

 



 

 

6. DISCUSSION 

6.1 The Effect of Inflation on the Purchasing Power of 

Low-Income Communities 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing 

power of low-income people by looking at the significance 

level of 0.000. This means that the higher the inflation, the 
lower the purchasing power of low-income people. High 

inflation can weaken the economy, increase production costs, 

reduce investment levels, and reduce the purchasing power of 

people owning subsidized housing. Developers can benefit 

from inflation. This is achieved if the income earned is higher 

than production costs. Inflation has a negative effect on 

people's welfare because inflation affects the prices of 

people's needs. Inflation that occurs when income is fixed or 

even decreases will cause the purchase of subsidized housing 

to decrease. Inflation is usually followed by an increase in 

bank interest rates. This can cause home installments to rise, 

resulting in payment defaults. Therefore, people with low 
income will rethink buying a house. Likewise, banks will 

find it difficult to provide mortgages to buyers, especially 

those with low incomes. Therefore, the government must 

control inflation and the increase in bank interest rates. This 

can be done by subsidizing bank interest rates, so that they 

are stable. This is in line with studies by Aduwo & Olayeye 

(2019); Azizov (2021); Kimani et al. (2021); Ngangnchi et al. 

(2022); Ngangnchi & Joefendeh (2021); Pienaar (2019) 

shows that inflation affects the purchasing power of low-

income people. 

 

6.2 The Effect of Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities 

The results of the research hypothesis testing show that the 

regional minimum wage significantly positively affects the 

purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

regional minimum wage will increase the purchasing power 

of low-income communities. The regional minimum wage 

rate increase also means that workers' income has increased. 

Increased income, in turn, will increase the purchasing power 
of subsidized housing. According to the quantity theory, a 1 

percent increase in the money growth rate causes a 1 percent 

increase in the inflation rate. According to Fisher's model 

theory, a 1 percent increase in the inflation rate causes, in 

turn, a 1 percent increase in the nominal interest rate. 

Therefore, in setting the Regional Minimum Wage, the 

government must consider and include housing allowances. 

Thus, in the future, the Regional Minimum Wage will 

increase so that people's needs for housing will be met. This 

is in line with studies by Ekemode (2021); Lupenko (2021); 

Ross (2018); Ross & Mughan (2018); Snieska et al. (2016); 

Tham et al. (2021); Zoria et al. (2022) shows that the regional 
minimum wage affects on the purchasing power of low-

income communities. 

 

6.3 The Effect of Costs of Subsidized Housing on the 

Purchasing Power of Low-Income Communities  

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people by looking at the 

significance level of 0.000. This means that the higher the 

price of subsidized housing, the lower the purchasing power 
of low-income people. Price is an important supporting factor 

needed by subsidized housing competing with other products, 

where prices indicate that subsidized housing is easy to find 

and reach for all groups. When a subsidized house has a good 

price, of course, it will increase the purchasing power of 

subsidized houses. When the cost of producing houses rises, 

the government should increase the subsidization of houses, 

so that prices remain affordable. This is in line with studies 

by [14], [17], [21], [23], [28] shows that subsidized house 

prices affect the purchasing power of low-income people. 

 

6.4 The Effect of Inflation on the Need to Own a Home  

The results of the research hypothesis testing show that 

inflation significantly negatively affects the need to own a 

home by looking at the significance level of 0.000. This 

means that the higher the inflation, the lower the need to own 

a house. In investment, the goods used to invest are very 

necessary. Inflation is a condition that causes prices to rise. 

This makes the economic situation reduce productive 

activities. Rising prices of building materials will cause 

building construction to cost a lot, so unstable inflation will 

affect investment in the property sector in the economy. The 
inflation rate can be used as an indicator to determine the 

economic conditions in an area. If inflation occurs, there will 

be an increase in the cost of producing goods, which will 

affect the investment climate and investment. This is in line 

with studies by Aduwo & Olayeye (2019); Azizov (2021); 

Kimani et al. (2021); Ngangnchi et al. (2022); Ngangnchi & 

Joefendeh (2021); Pienaar (2019) shows that inflation affects 

the need to own a house. 

 

6.5 The Effect of Regional Minimum Wage on the Need to 

Own a Home  

The results of the research hypothesis testing show that the 

Regional Minimum Wage has a significant positive effect on 

the Need to Own a Home by looking at the significance level 

of 0.000. The higher the regional minimum, the higher the 

need for home ownership. The relationship is directly 

proportional, so if there is an increase in income, then this 

will result in the demand for houses being better and actually 

increasing. The size of one's income affects one's purchasing 

power, including a house. The higher the income, the more 

diverse the desires of consumers. This is in line with studies 
by Ekemode (2021); Lupenko (2021); Ross (2018); Ross & 

Mughan (2018); Snieska et al. (2016); Tham et al. (2021); 

Zoria et al. (2022) shows that the regional minimum affects 

on the need to own a house. 

 

6.6 The Effect of Costs of Subsidized Housing on the Need 

to Own a Home  

The results of the research hypothesis testing show that 

subsidized housing prices significantly negatively affect the 

need to own a home by looking at the significance level of 
0.000. This means that the higher the price of subsidized 

housing, the lower the need to own a home. The development 

of the property sector can be seen from the movement of 

residential property prices. The trend of movement in 

residential property prices in Indonesia is reflected in the 

Residential Property Price Index. An increase in property 

prices will respond to an increase in demand. An increase in 

demand for credit will be followed by an increase in housing 

prices, as reflected in the Residential Property Price Index. 

Government subsidies, in addition to being given directly to 

house prices, should also be given to the price of construction 

materials. Thus inflation can still have a positive effect on the 



 

need to own a house. This is in line with studies by Balk et 

al. (2022); Lee (2021); Leombroni et al. (2021); Magweva & 

Sibanda (2020); Tufail & Batool (2013) shows that 

subsidized housing prices affect the need to own a home. 

 

6.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities  

The results of the research hypothesis testing show that the 

need to own a house significantly positively affects the 
purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

need to own a house will increase the purchasing power of 

low-income people. Everyone, including low-income people, 

need the existence of decent housing. Home is a basic human 

need besides food and clothing. In general, the need for 

housing will be more difficult to fulfill than the fulfillment 

for clothing and food, which tend to be easier to obtain, 

especially for low-income communities. However, if people 

need houses more and more, it will motivate people to buy 

houses even though they have low incomes. The factor that 
causes low-income people to buy houses is that people get 

convenience from the government and developers who 

provide subsidies to low-income people. While another factor 

because the house is a primary need of society. In order for 

the price of subsidized housing to remain stable, subsidies to 

house prices and subsidies to production material prices are 

increased. This will make the price of subsidized housing 

have a positive effect on the need to own a house. This is in 

line with studies by Bhattacharjee et al. (2021); Demko 

(2020); Kamau et al. (2017); Mlambo (2022); Motoryn et al. 

(2021); Sumirat et al. (2020) shows that subsidized house 

prices affect on the purchasing power of low-income people. 
 

6.8 The Effect of Inflation on the Purchasing Power of 

Low-Income Communities through the Need to own a 

Home  

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing 

power of low-income communities through the need to own a 

home by looking at the significance level of 0.000. This 

means that the higher the inflation, the lower the purchasing 
power of low-income people through the need to own a 

house. The increase in the prices of goods and services has 

caused the purchasing power of low-income people to fall. 

The declining purchasing power of low-income people will 

reduce the need for housing. Conversely, if there is deflation, 

it means that there has been a decrease in the prices of goods 

and services. The decline in the prices of these goods and 

services has increased the purchasing power of low-income 

earners. This increase in people's purchasing power will 

impact the housing needs of low-income people. In a crisis 

inflation is inevitable. But its impact can be minimized by 

keeping bank interest rates by way of subsidies stable. This is 
in line with studies by Bao et al. (2022); Cohen & Burinskas 

(2020); Doan (2020); Eze & Lim (2013); Malmendier 

(2021a) shows that inflation affects the purchasing power of 

low-income people through the need to have a home. 

 

6.9 The Effect of Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Have a Home  

The results of testing the research hypothesis using 
Smartpls show that the regional minimum wage significantly 

positively affects the purchasing power of low-income 

communities through the need to own a home by looking at 

the significance level of 0.000. This means that the higher the 

inflation, the purchasing power of low-income people will 

increase through the need to own a house. An increase in the 

wage rate can increase the demand for money with both 

transactional and speculative motives, so interest rates will 

also rise. Therefore, increasing the wage rate will increase the 

interest rate, assuming that the money supply remains stable. 

When there is an increase in interest rates, deposit and credit 

rates for subsidized mortgage loans also increase so that later 
these interest rates will affect the fluctuations in the 

purchasing power of low-income people through the need to 

own a home. This is in line with studies by López-Santana & 

Rocco (2021); Malmendier (2021b, 2021a); Okon (2018); 

Peralta & Santos (2020); Shazmin et al. (2017) show that the 

regional minimum wage affects on the purchasing power of 

low-income communities through the need to own a home. 

 

6.10 The Effect of Costs of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home  

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people through the need to 

own a house by looking at the significance level of 0.000. 

This means that the higher the price of subsidized housing, 

the lower the purchasing power of low-income people 

through the need to own a home. The public expects that the 

price of subsidized housing in Indonesia will increase in the 

future because the increase in housing demand/demand 

almost always exceeds the increase in housing supply. 
Subsidized house prices are considered relatively affordable 

by low-income people with limited purchasing power, 

causing a low public response (in the form of buying 

subsidized houses) to the expectation that house prices will 

tend to increase in the future. In order to stabilize the price of 

subsidized housing, subsidies are not only given to the price, 

but also to the production materials or building materials. 

This is in line with studies by Fedosov et al. (2019); Lien 

(2018); Martin et al. (2018); Pallavi (2018); Parambath & 

Udawatta (2017); Ross & Mughan (2018); Tsvakirai (2017) 

shows that subsidized house prices affect the purchasing 

power of low-income people through the need to own a 
house. 

 

7. CONCLUSION 

The results showed that low-income people are 

influenced by inflation rates related to interest rates, regional 

minimum wages related to financial capability, and house 

prices set by the government. The results showed that the 

regional minimum wage has a significant positive effect on 

the purchasing power of low-income people in owning a 

house. This is because the greater the regional minimum 
wage, the greater the ability to pay subsidized housing 

installments for low-income people. This research illustrates 

that the higher the need to own a house, the higher the 

purchasing power of low-income people because the 

population is increasing, so the need to have a place to live is 

also directly proportional. The results showed a significant 

negative effect between inflation and subsidized housing 

prices on the need to own a house and the purchasing power 

of low-income people. Meanwhile, inflation and regional 

minimum wage are factors that negatively affect the 

purchasing power of low-income people to own a house. 



 

Therefore, the government needs to control the impact caused 

by inflation in the form of rising bank interest rates by 

subsidizing it so that it remains stable. In the future, the 

government should include housing allowances in the 

minimum wage component. The government should not only 

subsidize house prices, but also production costs, so that the 

price of subsidized houses remains stable. 

The practical implication of this study is that it can 

contribute useful information relating to the effect of 

inflation, regional minimum wages, and subsidized house 
prices on the purchasing power of low-income communities 

with a need to own a house as an intervening variable. This 

study can also provide additional information for the 

government concerning providing low-cost, quality housing 

for low-income communities. This study has limitations that 

affect its results, namely the focus of the study, which is still 

focused on one type of house, namely subsidies. A 

suggestion for future researchers is to expand the types of 

housing provision, for example, commercial housing with 

low-interest rates. Furthermore, it is expected that future 

researchers will add more research samples years in order to 
be able to describe conditions more concretely. For example, 

it uses a range of research periods to several years for the 

research funders or the other parties contributing to research 

realization. 
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 This study aims to determine the effect of inflation, regional minimum wages, and subsidized 

housing costs on the purchasing power of low-income communities needing to own a home 
as an intervening variable. This study uses the Structural Equation Modeling (SEM) method 
to analyze the data from the districts of East Java, Indonesia. Broadly speaking, this study 
found that the higher the need to own a home, the higher the purchasing power of Low-
Income Communities because the population is increasing, so the need to own a place to live 
is also directly proportional. The practical implication of this study is that it can contribute 
useful information relating to the effect of inflation, regional minimum wages, and 
subsidized house prices on the purchasing power of low-income communities with a need to 

own a house as an intervening variable. Therefore, the government needs to control the 
impact caused by inflation in the form of rising bank interest rates by subsidizing it so that it 
remains stable. In the future, the government should include housing allowances in the 
minimum wage component. The government should not only subsidize house prices, but also 
production costs, so that the price of subsidized houses remains stable.  
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1. INTRODUCTION 

 

Home is a primary need for humans [1]. Therefore, ideally 

every human being or every family should have a home [2]. 

However, from year to year house prices are increasing. This 

increase in house prices is not followed by an increase in 

people's income [3]. With the imbalance between housing 

needs and the low income of this community, developers will 

find it difficult to sell their products, on the other hand, 

people with low income will find it difficult to fulfill their 

primary needs in the form of a house [4]. 
In Quarter 2 2022, the property price index in East Java 

reached 100.2, up 4.4 points compared to 95.8 in Quarter 1 

2022. The quarter-on-quarter increase reached 4.7 percent 

[5]. In contrast, according to the Chairman of the DPP of the 

Association of Housing and Settlement Developers 

throughout Indonesia (Apersi) Eddy Ganefo, this decline in 

purchasing power has made commercial housing sales fall 75 

percent [6]. 

In addition to the high price of housing, another factor that 

hinders home purchases is inflation. According to Indonesia's 

Finance Minister, Sri Mulyani Indrawati, with rising 
inflation, it will be increasingly difficult for low-income 

people to own a home. Of course there is a strong reason, 

because when there is inflation it will be followed by bank 

interest rates [7]. 

Regional Minimum Wage (UMR) is another factor that 

greatly affects the ability to buy a house. The higher the 

UMR in a region, the higher the ability of its people to buy a 

house. Standard house prices that are almost evenly 

distributed in East Java are not followed by the UMR. This 

has resulted in districts with low minimum wages, such as 

Situbondo Regency, where the minimum wage is very small, 

it is very difficult to match the ability of Mojokerto Regency, 

where the minimum wage is very large [8]. 

The hope of the community to be able to buy a house is 

with the subsidized housing program [9]. But in reality this 

subsidized house is also increasingly unbalanced by the basic 

price of the house. So that this subsidized house is still not 

affordable by low-income people. This is because the selling 

value or price of subsidized houses remains high. 

The above fact is in line with several studies [10-18] which 

state that Inflation, UMR, and Subsidized House Prices affect 
the Purchasing Power of Low-Income Communities. 

However, there is a research gap in research [19] showing the 

opposite result that Inflation, UMR, and Subsidized House 

Prices have no effect on the Purchasing Power of Low-

Income Communities. 

This study contributes to the government's decision-

making related to subsidized houses. Unstable world 

economic turmoil has resulted in recessions in several 

countries, including Indonesia. The recession has increased 

the government's basic inflation, making it more difficult for 

low-income people to own a home. Novelty in the study is 
the need to own a house as an intervening variable because 

the number of people's population in Indonesia is getting 

higher, so the need for housing is also increasing. In addition, 

based on the theory of national development, there is a 

government obligation to facilitate the community in 

obtaining a sense of security to live. The launch of subsidized 

houses is a tangible manifestation of the government's 

seriousness in providing convenience, especially for low-
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income people in owning private houses.  

From the description above, the following research 

questions can be formulated (1) Does Inflation affect the 

purchasing power of low-income people? (2) Does the 

Regional Minimum Wage affect the Purchasing Power of 

Low-Income People? (3) Does the Price of Subsidized 

Houses affect the Purchasing Power of Low-Income People? 

(4) Does Inflation affect the Need to Own a House? (5) Does 

the Regional Minimum Wage affect the Need to Own a 

House? (7) Does the need to own a house affect the 
purchasing power of low-income people? (8) Does Inflation 

affect the Purchasing Power of Low-Income People through 

the Need to Own a House? (6) Does the price of subsidized 

housing affect the need to own a house? (7) Does the need to 

own a house affect the purchasing power of low-income 

people? (8) Does inflation affect the purchasing power of 

low-income people through the need to own a house? (9) 

Does the regional minimum wage affect the purchasing 

power of low-income people through the need to own a 

house? (10) Does the price of subsidized housing affect the 

purchasing power of low-income people through the need to 
own a house? 

 

 

2. LITERATURE REVIEW 
 

The theory of economic development is seen as a 

multidimensional process that involves various fundamental 

changes in social structures, attitudes of society, and national 

institutions, as well as accelerated growth, reduction of 

inequality, and overcoming poverty. In essence, development 

reflects a complete change in the social system according to 

various basic needs and efforts to foster the aspirations of 

individuals and social groups in the system. In the early 
stages of economic development, according to them, the 

relatively large ratio of government expenditures to national 

income. The initial stage of the government must provide 

various facilities and infrastructure. In the middle stage of 

economic development, government investment is still 

needed to spur growth to take off [20-24].  

Inflation is the tendency of prices to rise generally and 

continuously. An increase in the price of one or two goods 

alone is not called inflation unless the increase extends to (or 

results in an increase in) a large part of the price of other 

goods. Inflation can be divided into two types based on the 

factors that give rise to it. Inflation occurs as a result of the 
level of the economy reaching the level of full labor 

unemployment and rapid economic growth [25]. Inflation 

occurs due to an increase in production costs [26-30]. 

Wages are something that is obtained by labor as a form of 

exchange for services that have been provided to the 

company. The minimum wage, as regulated in government 

regulations No. 8 / 1981, is a wage set at the regional, 

sectoral, and subsectoral minimum. In this case, the 

minimum wage is the basic wage and benefits. The minimum 

basic wage is a minimally regulated basic wage both 

regionally, sectorally, and sub-sectorally. Meanwhile, 
government regulations that clearly regulated only the basic 

wage and do not include benefits [31-35]. 

Several terms can express prices or costs, for example, 

rates, rent, interest, premiums, commissions, wages, salaries, 

etc. From a marketing point of view, a price is a monetary 

unit or another measure (including goods and services) 

exchanged for the right of ownership or use of a good or 

service. Price is the only element of the marketing mix that 

provides income for the company, while the other three 

elements are (product, distribution, and promotion) causing 

costs (expenses). Price is an important point in determining a 

company's marketing strategy because the price has a great 

influence on consumers' purchasing power [36-40]. 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012 article 1, a house 

is a building that functions as a livable residence, a means of 

family development, a reflection of the dignity and dignity of 
its occupancy and assets for its owner. A house is not only a 

building (structural) but also a place of residence that meets 

the requirements of a decent life, viewed from various 

aspects of people's lives. Home is understandable as a refuge 

to enjoy life, rest, and revel with the family. The house's 

inhabitants get the first impression of their life in this world. 

The house must guarantee the interests of the family, that is, 

to growth, give the possibility to live in association with its 

neighbors, and more than that; the house must give 

tranquility, pleasure, happiness, and comfort to all events of 

its life [41-46]. 
The ability to purchase power can be summed up as the 

capacity of consumers to buy the number of goods requested 

in a market with a price level at a certain income and in a 

certain period. Consumers with low purchasing power or 

relatively small incomes will tend to consume relatively 

cheap products with relatively small amounts in order to meet 

their needs due to their resources. The government has 

sought to obtain credit with a relatively cheap Inflation rate 

from the Bank. Then the cost of taking care of a very simple 

house certificate has been arranged according to the housing 

developer. To increase public affordability, the government 

and banks have made policies to help low-income people by 
providing subsidies for Home Ownership Credit Inflation 

[47-52].  

 

 

3. HYPOTHESES DEVELOPMENT 
 

3.1 The effect of inflation on the purchasing power of low-

income communities 

 

High inflation will be a burden for all parties. With the 

regional minimum wage, the purchasing power of a currency 

becomes lower or decreases. With the decline in the 
purchasing power of currencies, people's ability to meet their 

living needs, goods, and services, will be lower. The unstable 

pace of the regional minimum wage will make planning 

difficult for the business world, not encourage people to save 

and invest, hinder development planning by the government, 

change the structure of the state budget and regional budget, 

and various other negative impacts that are not conducive to 

the overall economy. The result of the study by Atreya & 

Czajkowski (2019); Gotama & Anastasia (2021); Ma et al. 

(2021); Porumb et al. (2020); Prakash et al. (2021) shows 

that inflation affects the purchasing power of low-income 

people, thus, 
The first hypothesis, H0: Inflation does not affect the 

purchasing power of low-income people, and H1: Inflation 

does not affect the purchasing power of low-income people. 

 

3.2 The effect of regional minimum wage on the 

purchasing power of low-income communities 

 



 

The demand for an increase in the minimum wage for each 

district every year is intended to improve the welfare of the 

workers. However, for companies, it is the opposite because 

if the minimum wage increases, the production costs incurred 

are quite high, so there can be inefficiencies in the company, 

and they will take policies to reduce the number of workers 

to increase the number of unemployed. The level of wages is 

also called the average level of work generally accepted in 

society for all kinds of work. The wage rate can be 

considered by the hour, day, week, month, or year. The result 
of the study by Chang et al. (2020); Hsu et al. (2020); 

Sanderson et al. (2019); Tajani et al. (2017); Yen et al. 

(2018) shows that the regional minimum wage affects 

purchasing power of low-income people. Thus, 

The second hypothesis, H0: Regional Minimum Wage does 

not affect the Purchasing Power of Low-Income 

Communities, and H1: Regional Minimum Wage affects the 

Purchasing Power of Low-Income Communities. 

 

3.3 The effect of the cost of subsidized housing on the 

purchasing power of low-income communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants, and an asset for the owner. The price of 

subsidized housing is also regulated through Public Works 

and Human Settlements Ministerial Decree No. 

242/KPTS/M/2020 concerning subsidized housing prices 

adjusted to the region. For the Java region, the price of 

subsidized housing is set at only Rp. 150.5 million, 
Jabodetabek Rp. 168 million. Other areas, Sumatra Rp. 150.5 

million, Bangka Belitung Rp. 156.5 million, Maluku Rp. 168 

million to Papua priced at Rp. 219 million. The result of the 

study by Bhattacharjee et al. (2021); Demko (2020); Kamau 

et al. (2017); Mlambo (2022); Motoryn et al. (2021); Sumirat 

et al. (2020) shows that subsidized house prices affect the 

purchasing power of low-income people. Thus, 

The third hypothesis is H0: The price of subsidized housing 

does not affect the purchasing power of low-income people, 

and H1: The price of subsidized housing affects the 

purchasing power of low-income people. 
 

3.4 The effect of inflation on the need to own a home 

 

Inflation is the increase in prices generally prevailing in an 

economy from one period to another. Inflation can be 

considered a monetary phenomenon due to a decrease in the 

value of the monetary calculation unit of a commodity. 

Several adverse impacts arise from inflation, including 

declining economic activity, declining levels of people's 

prosperity, declining real income of people with fixed 

incomes, reducing the value of wealth in the form of money, 
and worsening the division of wealth. The result of the study 

by Atreya & Czajkowski (2019); Gotama & Anastasia 

(2021); Ma et al. (2021); Porumb et al. (2020); Prakash et al. 

(2021) shows that inflation affects the need to own a house. 

Therefore, 

The fourth hypothesis, H0: Inflation has no effect on the need 

to own a house, and H1: Inflation affects the need to own a 

house. 

 

3.5 The effect of the regional minimum wage on the need 

to own a home 

 

One of the factors of subsidized housing purchase 

decisions is income. The high income owned by consumers 

will have an impact on the desire to own a home that can 

support their prestige and personal interests in the present and 

the future. Besides, ability in terms of income is also one of 

the main factors that can make consumers buy a house in 

cash or credit. The result of the study by Chang et al. (2020); 
Hsu et al. (2020); Sanderson et al. (2019); Tajani et al. 

(2017); Yen et al. (2018) shows that the regional minimum 

wage affects the need to have a home. Thus, 

The fifth hypothesis, H0: Regional Minimum Wage does not 

affect the need to own a house, and H1: Regional Minimum 

Wage affects the need to own a house. 

 

3.6 The Effect of the Cost of Subsidized Housing on the 

Need to Own a Home 

 
Price is the only element in the marketing mix that 

generates sales revenue. In large companies, pricing is 

usually handled by divisional or product line managers. 

However, top management still sets goals and general 

policies regarding selling prices and often approves price 

proposals submitted by managers. The result of the study by 

Bhattacharjee et al. (2021); Demko (2020); Kamau et al. 

(2017); Mlambo (2022); Motoryn et al. (2021); Sumirat et al. 

(2020) shows that subsidized housing prices affect the need 

to own a home. Therefore, 

The sixth hypothesis, H0: The price of subsidized housing 

does not affect the need to own a house, and H1: The price of 
subsidized housing affects the need to own a house. 

 

3.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants and an asset for the owner. The price of subsidized 
housing is regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of a study by Bhattacharjee et al. (2021); 

Demko (2020); Kamau et al. (2017); Mlambo (2022); 

Motoryn et al. (2021); Sumirat et al. (2020) shows that 

subsidized house prices affect on the purchasing power of 

low-income people. Thus, 
The seventh hypothesis, H0: The price of subsidized housing 

affects the purchasing power of low-income people, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people. 

 

3.8 The Effect of Inflation on the Purchasing Power of 

Low-Income communities through Stock Returns as an 

Intervening variable 

 



 

Inflation is a huge economic problem, especially for 

developing countries. The source of inflation in developing 

countries comes from several factors, such as the government 

budget deficit, which then has an impact on increasing the 

money supply. Judging from the main factors that cause 

inflation, inflation can be caused by the demand side, supply 

side, expectations, or a combination of these three factors. 

The increase in prices for goods and services continuously 

impacts a decrease in the value of a country's currency. It 

causes the purchasing power of money to become weaker. 
The result of the study by Bilousovа (2019); Haeba et al. 

(2021); Jovanka et al. (2020); Meneses & Flores (2016); 

Pienaar (2019) shows that inflation affects the purchasing 

power of low-income people through return on shares as an 

intervening variable. Thus, 

The eighth hypothesis, H0: Inflation does not affect the 

Purchasing Power of Low-Income Communities through the 

Need to Own a House as an Intervening variable, and H1: 

Inflation affects the Purchasing Power of Low-Income 

Communities through the Need to Own a House as an 

Intervening variable. 
 

3.9 The Effect of the Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

 

According to Article 23, paragraphs (1) and (2) of 

Government Regulation 36 of 2021 concerning Wages, the 

minimum wage is the lowest monthly wage, consisting of 

basic wages and non-fixed allowances. The basic wage is at 

least equal to the minimum wage. The minimum wage is 

determined based on economic and employment conditions; 
in other words, it is no longer based on decent living needs. 

The result of the study by Damoah et al. (2020); Kaluge 

(2019); Laurini et al. (2020); Li & Wan (2021); Segarra-Oña 

et al. (2012) shows that the regional minimum wage affects 

the purchasing power of low-income communities through 

return on the stock as an intervening variable. Thus, 

The ninth hypothesis, H0: UMR does not affect the 

purchasing power of low-income people through the need to 

own a house as an intervening variable, and H1: UMR 

affects the purchasing power of low-income people through 

the need to own a house as an intervening variable. 
 

3.10 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

 

The Modest Subsidized Housing Development Program 

was established to expand opportunities for people to obtain 

housing and reduce social inequality because the price is 

adjusted to the purchasing power of some low-income 

groups. The size of a very simple house has been regulated in 

the Regulation of the State Minister for Public Housing 
Number 07/PERMEN/M/2008. Result of studies Chau et al. 

(2021); Dent (2019); Gautam et al. (2020); Malik et al. 

(2021); Ngangnchi et al. (2022); Ngangnchi & Joefendeh 

(2021) shows that subsidized house prices affect the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. Therefore, 

Tenth hypothesis: H0: The price of subsidized housing does 

not affect the purchasing power of low-income people 

through the need to own a house as an intervening variable, 

and H1: The price of subsidized housing affects the 

purchasing power of low-income people through the need to 
own a house as an intervening variable. 

 

 
 

Figure 1. Conceptual framework 
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4. RESEARCH METHODS  
 

The population in this study is cities in East Java Province 

in 2022. The Saturated Sample method/Census Method is 

used in taking the sample. It is a technique for determining a 

sample with all members of the population selected as the 

sample [67, 68]. The reason for using this method is that 

there are 38 regencies/cities in East Java Province.  

a. Inflation 

The following formula is used to measure inflation: 

 

Inflation rate = Inflation – Inflation-1 (1) 
 

b. Regional Minimum Wage (RMW) 

The following formula is used to measure Regional 

Minimum Wage: 

 

RMW = RMW t – RMW t-1 (2) 

 

c. Costs of Subsidized Housing 

The following formula is used to measure the Costs of 

Subsidized Housing: 

 

HRS = HRSt – HRSt-1 (3) 
 

d. A Need to Own a Home 

The formula used to measure the variable “A need to own 

a home” is the Distribution of Household Percentage 

According to Regency/ City and the Status of Ownership 

of Residential Buildings in East Java Province, as 

follows: 

 

Home Status= Home Statust – Home Statust-1 (4) 

 

e. Purchasing Power of Low-Income Communities 
The formula used to measure the variable Purchasing 

Power of Low-Income People is as follows: 

 

Purchasing Power Index= Purchasing Power Index 

– Purchasing Power Index-1 
(5) 

 

The data analysis technique used in this study is structural 

equation modeling (SEM) analysis. SEM is used to cover the 

regression's weaknesses [69]. 

 

 

5. RESULTS  
 

East Java Province is one of the centers of economic 

growth with a fairly high population in Indonesia, where the 

population has increased yearly. This increase in population 

growth has stimulated the growth of housing construction in 

East Java Province, especially small types with subsidized 

facilities, which can be seen from the increasing number of 

developers in East Java Province, totaling 32 developers who 

are members of the East Java REI association, the Jember 

Commissariat. The City Planning System implemented in 

East Java Province provides many opportunities for 
developers to work together to build properties, in this case, 

houses. This development makes it easier for people to find a 

place to live. Therefore, a consumer must be selective in 

choosing a developer. The need for housing is, of course, 

inseparable from the trend of population growth and the 

provision of housing based on the number of houses. 

Development progress (economic) of East Java Province is a 

relatively high growth rate, where in 2021 it will reach 3.61% 

and in 2022 it will reach 5.58% so that the average is above 

national growth. 

After analyzing the research data, the next stage is to 
process descriptive statistical data of research variables. The 

results of the descriptive statistical data processing of 

research variables appear in Table 1. 

 

 

Table 1. Descriptive statistical results 

 

Description Inflation 

Regional 

Minimum 

Wage 

Subsidized 

House Prices 

The Need to 

Own a Home 

Purchasing Power of 

Low-Income People 

Min -0.16 1,850,671 140,000,000 0.29 0.66 
Max 1.44 4,375,479 150,500,000 31.74 0.88 
Mean 0.62 2,501,048 149,289,474 5.11 0.74 

Std.Dev 0.43 805,140 3,008,168 6.88 0.06 

Source: Processed in 2022. 

 

The inflation variable shows an average value (mean) of 

0.62. The lowest value of inflation is -0.16, and the highest is 

1.44. The standard deviation is 0.43. The regional minimum 

wage variable shows an average value (mean) of 2,501,048. 

The lowest value of the regional minimum wage variable is 

1,850,671, and the highest value is 4,375,479. The standard 
deviation is 805,140. The Subsidized House Price variable 

shows an average value (mean) of 149,289,474. The lowest 

value of the subsidized house price variable is 140,000,000, 

and the highest is 150,500,000. The standard deviation is 

3,008,168. The variable needs to own a house shows an 

average value (mean) of 5.11. The lowest value of the Need 

to have a Home variable is 0.29, and the highest is 31.74. The 

standard deviation is 6.88. The purchasing power variable of 

low-income communities shows an average value (mean) of 

0.74. The lowest value of the low-income people's 

purchasing power variable is 0.66, and the highest value is 

0.88. The standard deviation is 0.06. 

The discriminant validity test uses the cross-loading value. 

An indicator is declared to meet discriminant validity if the 

indicator's cross-loading value on the variable is the largest 

compared to other variables. 
Based on the data presented in Table 2, it can be seen that 

each indicator in the research variable has a cross-loading 

value > Rtable. Based on the results obtained, the variables 

used in this study already have good discriminant validity in 

compiling their respective variables. 

The reliability test with the composite reliability above can 

be strengthened by using the Cronbach alpha value if the 

Cronbach alpha value is > 0.7. The following is the Cronbach 

alpha value of each variable. 

 



 

Table 2. Discriminant validity 

 

Variable 

Cross-

Loading 

Value 

Rtable Description 

Inflation (X1) 1.000 0.266 Valid 
Regional minimum wage 

(X2) 
1.000 0.266 Valid 

Subsidized house prices 
(X3) 

1.000 0.266 Valid 

The need to have a home 
(Z) 

1.000 0.266 Valid 

Purchasing power of low-
income people (Y) 

1.000 0.266 Valid 

Source: Processed in 2022. 

 

Table 3. Reliability test result  

 
Variable Cronbach Alpha 

Inflation (X1) 1.000 
Regional minimum wage (X2) 1.000 
Subsidized house prices (X3) 1.000 
The need to have a home (Z) 1.000 

Purchasing power of low-income people (Y) 1.000 
Source: Processed Data, 2022 

 

Based on the data presented in Table 3, it can be seen that 

the Cronbach alpha value of each research variable is > 0.7. 
Thus these results indicate that each research variable has 

met the requirements for the Cronbach alpha value, so it can 

be concluded that all variables have a high level of reliability. 

A multicollinearity test was conducted to determine the 

relationship between indicators. To find out whether 

formative indicators experience multicollinearity by knowing 

the VIF value. If VIF values are between 5 and 10, the 

indicator does not have multicollinearity. The following are 

the results of the multicollinearity test for each of the 

variables in this study. 

 

Table 4. Variance inflation factors 

 
Variable VIF 

Inflation (X1) 1.195 
Regional minimum wage (X2) 1.307 

Subsidized house prices (X3) 1.270 
The need to have a home (Z) 1.316 

Source: Processed Data, 2022 

 

Based on Table 4, the results of the multicollinearity test 

show that the VIF value is below 10. Therefore, there is no 

multicollinearity for each of the research variables. 

Based on the data processing, the results can be used to 

answer the hypothesis in this study. Hypothesis testing in this 

study was carried out by looking at the T-Statistics values 
and P-Values. The research hypothesis can be stated to reject 

the Null Hypothesis (H0) if the P-Values value <0.05. The 

following are the results of hypothesis testing obtained in this 

study through the inner model. 

From the results of the research hypothesis testing model, 

it can be seen the direct influence and indirect influence of 

the relationship between variables. 

The results of testing the direct influence of relationships 

between variables can be seen in the following Table 5.  

Based on the direct influence testing from Figure 2 and 

Table 5, it can be seen that the path coefficient of inflation on 

the purchasing power of low-income people is β = -0.224, 
which is negative. H0 is rejected because the p-values are 

less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, inflation has a 

significant negative effect on the purchasing power of low-

income communities. 

 

 
Figure 2. Test result  
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Table 5. Influence between variables 

 
Variable Path Coefficients P-value Result 

Inflation – Purchasing power of low-income people -0.224 0.000 Significant 

Inflation – The need to have a home -0.227 0.000 Significant 
Regional minimum wage – Purchasing power of low-income people 0.191 0.000 Significant 

Regional minimum wage – The need to have a home 0.393 0.000 Significant 
Subsidized house prices – Purchasing power of low-income people -0.027 0.000 Significant 

Subsidized house prices – The need to have a home -0.159 0.000 Significant 
The need to have a home – Purchasing power of low-income people 0.763 0.000 Significant 

Inflation – The need to have a home – purchasing power of low-income people -0,173 0.000 Significant 
Regional minimum wage – The need to have a home – purchasing power of low-income people 0,300 0.000 Significant 

Subsidized house prices – The need to have a home – purchasing power of low-income people -0,122 0.000 Significant 

Source: Processed Data, 2022. 

 

The value of the path coefficients of inflation on the need 
to own a house is β = -0.227, which is negative. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, inflation significantly negatively affects 

the need to own a house. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities is β = 

0.191, which is positive. H0 is rejected because the p-values 

are less than 0.05, namely 0.000 so that H1 is accepted, 
which means that it shows a significant effect. So, based on 

the calculated value of path coefficients and p-values on the 

influence relationship between variables, the regional 

minimum wage significantly positively affects the purchasing 

power of low-income communities. 

The path coefficients of the regional minimum wage on 

the need to own a house are β = 0.393, which is positive. H0 

is rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So, based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, the regional minimum wage significantly 
positively affects the need to own a house. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people are β = -0.027, 

which is negative. H0 is rejected because the p-values are 

less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, subsidized house 

prices significantly negatively affect the purchasing power of 

low-income communities. 

The path coefficients of subsidized house prices for the 
need to own a house are β = -0.159, which is negative. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, subsidized house prices significantly 

negatively affect the need to own a home. 

The value of the path coefficients of the need to own a 

house on the purchasing power of low-income people is β = 

0.763, which is positive. H0 is rejected because the p-values 

are less than 0.05, namely 0.000 so that H1 is accepted, 

which means that it shows a significant effect. So based on 
the calculated values of path coefficients and p-values on the 

influence relationship between variables, the need to own a 

house significantly positively affect the purchasing power of 

low-income communities. 
The value of the path coefficients of inflation on the 

purchasing power of low-income people through the need to 

own a house is β = -0.173, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant 

effect. So based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

inflation has a significant negative effect on the purchasing 

power of low-income communities through the need to own a 

home. 

The value of the regional minimum wage path coefficients 
on the purchasing power of low-income communities through 

the need to own a home is β = 0.300, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, the regional minimum wage has a 

significant positive effect on the purchasing power of low-

income communities through the need to own a home. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people through the need to 

own a house are β = -0.122, which is negative. H0 is rejected 
because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant 

effect. So, based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 

purchasing power of low-income communities through the 

need to own a home. 

 

 

6. DISCUSSION 
 

6.1 The effect of inflation on the purchasing power of low-

income communities 

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing 

power of low-income people by looking at the significance 

level of 0.000. This means that the higher the inflation, the 

lower the purchasing power of low-income people. High 

inflation can weaken the economy, increase production costs, 
reduce investment levels, and reduce the purchasing power of 

people owning subsidized housing. Developers can benefit 

from inflation. This is achieved if the income earned is higher 

than production costs. Inflation has a negative effect on 

people's welfare because inflation affects the prices of 

people's needs. Inflation that occurs when income is fixed or 



 

even decreases will cause the purchase of subsidized housing 

to decrease. Inflation is usually followed by an increase in 

bank interest rates. This can cause home installments to rise, 

resulting in payment defaults. Therefore, people with low 

income will rethink buying a house. Likewise, banks will 

find it difficult to provide mortgages to buyers, especially 

those with low incomes. Therefore, the government must 

control inflation and the increase in bank interest rates. This 

can be done by subsidizing bank interest rates, so that they 

are stable. This is in line with studies by Aduwo & Olayeye 
(2019); Azizov (2021); Kimani et al. (2021); Ngangnchi et al. 

(2022); Ngangnchi & Joefendeh (2021); Pienaar (2019) 

shows that inflation affects the purchasing power of low-

income people. 

 

6.2 The effect of regional minimum wage on the 

purchasing power of low-income communities 

 

The results of the research hypothesis testing show that the 

regional minimum wage significantly positively affects the 
purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

regional minimum wage will increase the purchasing power 

of low-income communities. The regional minimum wage 

rate increase also means that workers' income has increased. 

Increased income, in turn, will increase the purchasing power 

of subsidized housing. According to the quantity theory, a 1 

percent increase in the money growth rate causes a 1 percent 

increase in the inflation rate. According to Fisher's model 

theory, a 1 percent increase in the inflation rate causes, in 

turn, a 1 percent increase in the nominal interest rate. 
Therefore, in setting the Regional Minimum Wage, the 

government must consider and include housing allowances. 

Thus, in the future, the Regional Minimum Wage will 

increase so that people's needs for housing will be met. This 

is in line with studies by Ekemode (2021); Lupenko (2021); 

Ross (2018); Ross & Mughan (2018); Snieska et al. (2016); 

Tham et al. (2021); Zoria et al. (2022) shows that the regional 

minimum wage affects on the purchasing power of low-

income communities. 

 

6.3 The effect of costs of subsidized housing on the 

purchasing power of low-income communities  

 

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people by looking at the 

significance level of 0.000. This means that the higher the 

price of subsidized housing, the lower the purchasing power 

of low-income people. Price is an important supporting factor 

needed by subsidized housing competing with other products, 

where prices indicate that subsidized housing is easy to find 
and reach for all groups. When a subsidized house has a good 

price, of course, it will increase the purchasing power of 

subsidized houses. When the cost of producing houses rises, 

the government should increase the subsidization of houses, 

so that prices remain affordable. This is in line with studies 

by [14, 17, 21, 23, 28] shows that subsidized house prices 

affect the purchasing power of low-income people. 

 

6.4 The effect of inflation on the need to own a home  

 
The results of the research hypothesis testing show that 

inflation significantly negatively affects the need to own a 

home by looking at the significance level of 0.000. This 

means that the higher the inflation, the lower the need to own 

a house. In investment, the goods used to invest are very 

necessary. Inflation is a condition that causes prices to rise. 

This makes the economic situation reduce productive 

activities. Rising prices of building materials will cause 

building construction to cost a lot, so unstable inflation will 

affect investment in the property sector in the economy. The 

inflation rate can be used as an indicator to determine the 

economic conditions in an area. If inflation occurs, there will 
be an increase in the cost of producing goods, which will 

affect the investment climate and investment. This is in line 

with studies by Aduwo & Olayeye (2019); Azizov (2021); 

Kimani et al. (2021); Ngangnchi et al. (2022); Ngangnchi & 

Joefendeh (2021); Pienaar (2019) shows that inflation affects 

the need to own a house. 

 

6.5 The effect of regional minimum wage on the need to 

own a home  

 
The results of the research hypothesis testing show that the 

Regional Minimum Wage has a significant positive effect on 

the Need to Own a Home by looking at the significance level 

of 0.000. The higher the regional minimum, the higher the 

need for home ownership. The relationship is directly 

proportional, so if there is an increase in income, then this 

will result in the demand for houses being better and actually 

increasing. The size of one's income affects one's purchasing 

power, including a house. The higher the income, the more 

diverse the desires of consumers. This is in line with studies 

by Ekemode (2021); Lupenko (2021); Ross (2018); Ross & 
Mughan (2018); Snieska et al. (2016); Tham et al. (2021); 

Zoria et al. (2022) shows that the regional minimum affects 

on the need to own a house. 

 

6.6 The effect of costs of subsidized housing on the need to 

own a home  

 

The results of the research hypothesis testing show that 

subsidized housing prices significantly negatively affect the 

need to own a home by looking at the significance level of 
0.000. This means that the higher the price of subsidized 

housing, the lower the need to own a home. The development 

of the property sector can be seen from the movement of 

residential property prices. The trend of movement in 

residential property prices in Indonesia is reflected in the 

Residential Property Price Index. An increase in property 

prices will respond to an increase in demand. An increase in 

demand for credit will be followed by an increase in housing 

prices, as reflected in the Residential Property Price Index. 

Government subsidies, in addition to being given directly to 

house prices, should also be given to the price of construction 
materials. Thus inflation can still have a positive effect on the 

need to own a house. This is in line with studies by Balk et 

al. (2022); Lee (2021); Leombroni et al. (2021); Magweva & 

Sibanda (2020); Tufail & Batool (2013) shows that 

subsidized housing prices affect the need to own a home. 

 

6.7 The effect of the need to own a home on the 

purchasing power of low-income communities  

 

The results of the research hypothesis testing show that the 
need to own a house significantly positively affects the 

purchasing power of low-income communities by looking at 



 

the significance level of 0.000. This means that the higher the 

need to own a house will increase the purchasing power of 

low-income people. Everyone, including low-income people, 

need the existence of decent housing. Home is a basic human 

need besides food and clothing. In general, the need for 

housing will be more difficult to fulfill than the fulfillment 

for clothing and food, which tend to be easier to obtain, 

especially for low-income communities. However, if people 

need houses more and more, it will motivate people to buy 

houses even though they have low incomes. The factor that 
causes low-income people to buy houses is that people get 

convenience from the government and developers who 

provide subsidies to low-income people. While another factor 

because the house is a primary need of society. In order for 

the price of subsidized housing to remain stable, subsidies to 

house prices and subsidies to production material prices are 

increased. This will make the price of subsidized housing 

have a positive effect on the need to own a house. This is in 

line with studies by Bhattacharjee et al. (2021); Demko 

(2020); Kamau et al. (2017); Mlambo (2022); Motoryn et al. 

(2021); Sumirat et al. (2020) shows that subsidized house 
prices affect on the purchasing power of low-income people. 

 

6.8 The effect of inflation on the purchasing power of low-

income communities through the need to own a home  

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing 

power of low-income communities through the need to own a 

home by looking at the significance level of 0.000. This 

means that the higher the inflation, the lower the purchasing 
power of low-income people through the need to own a 

house. The increase in the prices of goods and services has 

caused the purchasing power of low-income people to fall. 

The declining purchasing power of low-income people will 

reduce the need for housing. Conversely, if there is deflation, 

it means that there has been a decrease in the prices of goods 

and services. The decline in the prices of these goods and 

services has increased the purchasing power of low-income 

earners. This increase in people's purchasing power will 

impact the housing needs of low-income people. In a crisis 

inflation is inevitable. But its impact can be minimized by 

keeping bank interest rates by way of subsidies stable. This is 
in line with studies by Bao et al. (2022); Cohen & Burinskas 

(2020); Doan (2020); Eze & Lim (2013); Malmendier 

(2021a) shows that inflation affects the purchasing power of 

low-income people through the need to have a home. 

 

6.9 The effect of regional minimum wage on the 

purchasing power of low-income communities through 

the need to have a home  

 
The results of testing the research hypothesis using 

Smartpls show that the regional minimum wage significantly 

positively affects the purchasing power of low-income 

communities through the need to own a home by looking at 

the significance level of 0.000. This means that the higher the 

inflation, the purchasing power of low-income people will 

increase through the need to own a house. An increase in the 

wage rate can increase the demand for money with both 

transactional and speculative motives, so interest rates will 

also rise. Therefore, increasing the wage rate will increase the 

interest rate, assuming that the money supply remains stable. 
When there is an increase in interest rates, deposit and credit 

rates for subsidized mortgage loans also increase so that later 

these interest rates will affect the fluctuations in the 

purchasing power of low-income people through the need to 

own a home. This is in line with studies by López-Santana & 

Rocco (2021); Malmendier (2021b, 2021a); Okon (2018); 

Peralta & Santos (2020); Shazmin et al. (2017) show that the 

regional minimum wage affects on the purchasing power of 

low-income communities through the need to own a home. 

 

6.10 The effect of costs of subsidized housing on the 

purchasing power of low-income communities through 

the need to own a home  

 

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people through the need to 

own a house by looking at the significance level of 0.000. 

This means that the higher the price of subsidized housing, 

the lower the purchasing power of low-income people 
through the need to own a home. The public expects that the 

price of subsidized housing in Indonesia will increase in the 

future because the increase in housing demand/demand 

almost always exceeds the increase in housing supply. 

Subsidized house prices are considered relatively affordable 

by low-income people with limited purchasing power, 

causing a low public response (in the form of buying 

subsidized houses) to the expectation that house prices will 

tend to increase in the future. In order to stabilize the price of 

subsidized housing, subsidies are not only given to the price, 

but also to the production materials or building materials. 

This is in line with studies by Fedosov et al. (2019); Lien 
(2018); Martin et al. (2018); Pallavi (2018); Parambath & 

Udawatta (2017); Ross & Mughan (2018); Tsvakirai (2017) 

shows that subsidized house prices affect the purchasing 

power of low-income people through the need to own a 

house. 

 

 

7. CONCLUSION 

 
The results showed that low-income people are influenced 

by inflation rates related to interest rates, regional minimum 

wages related to financial capability, and house prices set by 

the government. The results showed that the regional 

minimum wage has a significant positive effect on the 

purchasing power of low-income people in owning a house. 

This is because the greater the regional minimum wage, the 

greater the ability to pay subsidized housing installments for 

low-income people. This research illustrates that the higher 

the need to own a house, the higher the purchasing power of 

low-income people because the population is increasing, so 

the need to have a place to live is also directly proportional. 
The results showed a significant negative effect between 

inflation and subsidized housing prices on the need to own a 

house and the purchasing power of low-income people. 

Meanwhile, inflation and regional minimum wage are factors 

that negatively affect the purchasing power of low-income 

people to own a house. Therefore, the government needs to 

control the impact caused by inflation in the form of rising 

bank interest rates by subsidizing it so that it remains stable. 

In the future, the government should include housing 

allowances in the minimum wage component. The 

government should not only subsidize house prices, but also 



 

production costs, so that the price of subsidized houses 

remains stable. 

The practical implication of this study is that it can 

contribute useful information relating to the effect of 

inflation, regional minimum wages, and subsidized house 

prices on the purchasing power of low-income communities 

with a need to own a house as an intervening variable. This 

study can also provide additional information for the 

government concerning providing low-cost, quality housing 

for low-income communities. This study has limitations that 
affect its results, namely the focus of the study, which is still 

focused on one type of house, namely subsidies. A 

suggestion for future researchers is to expand the types of 

housing provision, for example, commercial housing with 

low-interest rates. Furthermore, it is expected that future 

researchers will add more research samples years in order to 

be able to describe conditions more concretely. For example, 

it uses a range of research periods to several years for the 

research funders or the other parties contributing to research 

realization. 
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1. INTRODUCTION 
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settings: 1) the font is mostly Times New Roman; 2) almost 
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3. SECTION HEADINGS 
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Paper title”. 

Level 3: Times New Roman, 10, not bold, only the first 

letter as well as proper nouns capitalized, 10 pts spacing above 

and below heading. However, when a Level 3 heading is 
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the… 
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Avoid writing long formulas with subscripts in the title; 

short formulas that identify the elements are fine (e.g., “Nd–

Fe–B”).  

 

4.2 Author information 

 

4.2.1 Name 
Full names of authors are required. The middle name can be 

abbreviated. 

 

4.2.2 Affiliation 

Different affiliations shall be listed in separate lines. Do not 

insert any punctuation at the end of each affiliation. If all the 

authors are affiliated to the same organization, type that 

affiliation just once.  
 

4.2.3 Superscripts 

To match authors and their own affiliations, please insert 

numerical superscripts, i.e., “1, 2, 3, 4 …” followed by a space, 

after name and, correspondingly, before affiliation. If all the 

authors are affiliated to the same one organization, any number 

is no need.  

Do not forget to denote the corresponding author with a 
superscript asterisk (*). You may offer emails of all co-authors. 

But in the final version of your manuscript, only one valid 

email of the corresponding author will be kept. 

 

 

5. MATH 

 

5.1 Equations 
 

(1) Tool: You are strongly recommended to use 

MathType (http://www.mathtype.com) to edit equations. 

Microsoft Equation Editor is also acceptable. (Insert | Object | 

Create New | Microsoft Equation or MathType Equation). 

“Float over text” should not be selected.  

(2) Format: The size of equation is 10 pts. Remember to 

leave 10 pt spacing both above and below an equation. Set the 

equation flush left, without indenting it. 

(3) Numbering: Make sure that placing and numbering of 
equations is consistent throughout your manuscript. 

References to the equations should be as Eq. (1). Make the 

number of an equation flush-right. For example: 

 
 (1) 

 

5.2 Measurement units and numbers 

 
Please use the SI set of units as much as possible. Wherever 

the application domain uses a different set of units widely, 

please minimize the use of non-standard units or non-standard 

symbols for those units. For example, the use of “a” for year 

(annum) is depreciated and the use of “y” is encouraged 

instead. Similarly, “h” should be used for hours instead of “hr” 

and “t” instead of “ton” or “tonne”. It is important to take care 

of the case in which the measurement units are typed. E.g. 
“Km” does not mean “kilometres”, but “Kelvin-meters”.   

When providing numerical values followed by 

measurement units, please leave a regular space or non-

breaking space between each value and the measurement unit. 

This also includes percentages and degrees Celsius (e.g. 42% 

or 35%, 234°C, 504 K). This rule also applies to the unit for 

litre, which is recommended to be capital “L”. 

The authors are encouraged to render the numbers 

specifying the dot as a decimal separator and the comma as a 

thousand separator. Please use the British style for numbers – 

i.e. 1,000,000 and not 1000000 or 1 000 000. 

 

 

6. TABLES AND FIGURES 
 

6.1 General 

 

(1) Briefly and descriptively title each table and caption 

each figure. Place figure captions below the figures whereas 

table titles above the tables. Please do not include captions as 

part of the figures or put them in “text boxes” linked to the 

figures. Also, do not place borders around the outside of your 
figures. 

(2) All the table titles and figure captions should be 

centered, Times New Roman font and 10 pts in size. Just 

capitalize the first letter of words, phrases and sentences which 

are included in tables and figures.  

(3) Reference each table and figure within the text by 

writing: e.g., Table 1 or Figure 1 (instead of Tab. 1 or Fig. 1). 

If possible, place tables and figures in the order mentioned in 
the text, at top or bottom of page, as close as possible to text 

reference. 

(4) Allow 10 pts spacing between the table title and the 

table (or between the figure and its caption). The equal spacing 

is allowed between the table or figure and the following text.  

 

6.2 Tables 

 
Words within a table should use 9 pts. The table number 

should be in bold type.  

In general, if a table is too long to fit one page, the table 

number and heading should be repeated on the next page 

before the table is continued. Alternatively, the table may be 

spread over two consecutive pages (first an even numbered, 

then an odd-numbered page) turned by 90, without repeating 

the heading. Here is an example: 
 

Table 1. Table title 

 
Heading1 Heading 2 Heading 3 

Table size  can be  edited  
Notes: 1. If you must attach a note for further explaining some data in the table, 

please use 8 pts font size here. 2. If more than one note is to be attached, please 

number them with “1, 2, 3 …” and separate them with a period or a semicolon. 

3. The right and left borders of the note area must be aligned in relation to 

those borders of the table above it no matter what the table size is. 4. Please 

distribute your notes evenly between the margins. 

 

6.3 Figures 

 

Please make sure that the captions are on the same page with 

the relevant figures and tables. Please keep captions short – 

taking preferably one line. If a caption is a complete sentence, 

place a period at the end of it. If not, then place no punctuation 

at the end. 
Figures and captions must be centered. Any word, number, 

shape and symbol on figures must be discernible when the 
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of the following Open Type fonts: Times New Roman, 

Helvetica, Arial, Cambria, and Symbol, when preparing your 

figures. 

Various figures can be accepted. Several examples cited 
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follows. Please pay special attention to how much line spacing 

is allowed in different cases: 

 

 
 

Figure 1. Cavity geometry 

 

 
(a) Temperature field 

 
(b) Velocity vector field 

 

Figure 2. Three heat sources 

 

 

7. CONCLUSIONS 

 

It is mandatory to have conclusions in your paper. This 

section should include the main conclusions of the research 
and a comprehensible explanation of their significance and 

relevance. The limitations of the work and future research 

directions may also be mentioned. Please do not make another 

abstract. 
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NOMENCLATURE 

 

Each paper should have a separate nomenclature section 
that lists in detail and unambiguously all the symbols used in 

the text and their definitions. Do not use the same symbol for 

two or more different meanings or definitions; similarly, do 

not use more than one symbol for one variable/parameter. 

Each dimensional symbol must have SI units mentioned at the 

end. All dimensionless groups and coefficients must be 

indicated as dimensionless after their definitions. All Latin 

symbols (dimensional and dimensionless) should be listed in 

an alphabetic order. All Greek symbols follow the Latin 

symbols. Subscripts and superscripts follow Greek symbols 

and should be identified by a minor heading. Symbols that 

cannot be typed should be entered in black ink. Symbols 
should be italicized throughout the text. 

Please make a nomenclature originally in a table and then 

hide all the borders so that the symbol column and the meaning 

column can be aligned from the top down. A template for 

nomenclature is as follows. 

 

 

 

NOMENCLATURE 
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B dimensionless heat source length 

CP specific heat, J. kg-1. K-1 

g 

k 

gravitational acceleration, m.s-2 

thermal conductivity, W.m-1. K-1 

Nu local Nusselt number along the heat source 

 

Greek symbols 

 

 

 thermal diffusivity, m2. s-1 

 thermal expansion coefficient, K-1 

 solid volume fraction 

Ɵ dimensionless temperature 

µ dynamic viscosity, kg. m-1.s-1 

 

Subscripts 

 

 

p nanoparticle 

f fluid (pure water) 

nf nanofluid 

APPENDIX 

 

(1) Appendix. If there is an Appendix section in your 

paper, please place the section after Nomenclature and follow 

the format of the text body.  

(2) Footnotes. It is recommended that footnotes be 

avoided.  

(3) Permissions. You are responsible for making sure 

that you have the right to publish everything in your paper. If 

you use material from a copyrighted source, you may need to 

get permission from the copyright holder. You need to seek 
permission to use a figure or table if it has not been changed 

in any substantive way from the original or if it does not plot 

or compile data readily available to anyone. You need to seek 

permission to quote material if you use it in a way competitive 
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 This study aims to determine the effect of inflation, regional minimum wages, and subsidized 

housing costs on the purchasing power of low-income communities needing to own a home 
as an intervening variable. This study uses the Structural Equation Modeling (SEM) method 
to analyze the data from the districts of East Java, Indonesia. Broadly speaking, this study 
found that the higher the need to own a home, the higher the purchasing power of Low-
Income Communities because the population is increasing, so the need to own a place to live 
is also directly proportional. The practical implication of this study is that it can contribute 
useful information relating to the effect of inflation, regional minimum wages, and 
subsidized house prices on the purchasing power of low-income communities with a need to 

own a house as an intervening variable. Therefore, the government needs to control the 
impact caused by inflation in the form of rising bank interest rates by subsidizing it so that it 
remains stable. In the future, the government should include housing allowances in the 
minimum wage component. The government should not only subsidize house prices, but also 
production costs, so that the price of subsidized houses remains stable.  
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1. INTRODUCTION 

Home is a primary need for humans [1]. Therefore, ideally 

every human being or every family should have a home [2]. 

However, from year to year house prices are increasing. This 

increase in house prices is not followed by an increase in 

people's income[3]. With the imbalance between housing 

needs and the low income of this community, developers will 

find it difficult to sell their products, on the other hand, 

people with low income will find it difficult to fulfill their 

primary needs in the form of a house [4]. 

In Quarter 2 2022, the property price index in East Java 
reached 100.2, up 4.4 points compared to 95.8 in Quarter 1 

2022. The quarter-on-quarter increase reached 4.7 percent 

[5]. In contrast, according to the Chairman of the DPP of the 

Association of Housing and Settlement Developers 

throughout Indonesia (Apersi) Eddy Ganefo, this decline in 

purchasing power has made commercial housing sales fall 75 

percent [6]. 

In addition to the high price of housing, another factor that 

hinders home purchases is inflation. According to Indonesia's 

Finance Minister, Sri Mulyani Indrawati, with rising 

inflation, it will be increasingly difficult for low-income 

people to own a home. Of course there is a strong reason, 
because when there is inflation it will be followed by bank 

interest rates [7] 

Regional Minimum Wage (UMR) is another factor that 

greatly affects the ability to buy a house. The higher the 

UMR in a region, the higher the ability of its people to buy a 

house. Standard house prices that are almost evenly 

distributed in East Java are not followed by the UMR. This 

has resulted in districts with low minimum wages, such as 

Situbondo Regency, where the minimum wage is very small, 

it is very difficult to match the ability of Mojokerto Regency, 

where the minimum wage is very large [8]. 

The hope of the community to be able to buy a house is 

with the subsidized housing program [9]. But in reality this 

subsidized house is also increasingly unbalanced by the basic 

price of the house. So that this subsidized house is still not 

affordable by low-income people. This is because the selling 

value or price of subsidized houses remains high. 

The above fact is in line with several studies [10]–[18] 

which state that Inflation, UMR, and Subsidized House 

Prices affect the Purchasing Power of Low-Income 
Communities. However, there is a research gap in research 

from [19] showing the opposite result that Inflation, UMR, 

and Subsidized House Prices have no effect on the 

Purchasing Power of Low-Income Communities. 

This study contributes to the government's decision-

making related to subsidized houses. Unstable world 

economic turmoil has resulted in recessions in several 

countries, including Indonesia. The recession has increased 

the government's basic inflation, making it more difficult for 

low-income people to own a home. Novelty in the study is 

the need to own a house as an intervening variable because 
the number of people's population in Indonesia is getting 

higher, so the need for housing is also increasing. In addition, 

based on the theory of national development, there is a 

government obligation to facilitate the community in 

obtaining a sense of security to live. The launch of subsidized 

houses is a tangible manifestation of the government's 

seriousness in providing convenience, especially for low-

income people in owning private houses.  
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From the description above, the following research 

questions can be formulated (1) Does Inflation affect the 

purchasing power of low-income people? (2) Does the 

Regional Minimum Wage affect the Purchasing Power of 

Low-Income People? (3) Does the Price of Subsidized 

Houses affect the Purchasing Power of Low-Income People? 

(4) Does Inflation affect the Need to Own a House? (5) Does 

the Regional Minimum Wage affect the Need to Own a 

House? (7) Does the need to own a house affect the 

purchasing power of low-income people? (8) Does Inflation 
affect the Purchasing Power of Low-Income People through 

the Need to Own a House? (6) Does the price of subsidized 

housing affect the need to own a house? (7) Does the need to 

own a house affect the purchasing power of low-income 

people? (8) Does inflation affect the purchasing power of 

low-income people through the need to own a house? (9) 

Does the regional minimum wage affect the purchasing 

power of low-income people through the need to own a 

house? (10) Does the price of subsidized housing affect the 

purchasing power of low-income people through the need to 

own a house? 
 

2. LITERATURE REVIEW 

The theory of economic development is seen as a 

multidimensional process that involves various fundamental 

changes in social structures, attitudes of society, and national 

institutions, as well as accelerated growth, reduction of 

inequality, and overcoming poverty. In essence, development 

reflects a complete change in the social system according to 

various basic needs and efforts to foster the aspirations of 

individuals and social groups in the system. In the early 

stages of economic development, according to them, the 
relatively large ratio of government expenditures to national 

income. The initial stage of the government must provide 

various facilities and infrastructure. In the middle stage of 

economic development, government investment is still 

needed to spur growth to take off [20]–[24].  

Inflation is the tendency of prices to rise generally and 

continuously. An increase in the price of one or two goods 

alone is not called inflation unless the increase extends to (or 

results in an increase in) a large part of the price of other 

goods. According to [25], inflation can be divided into two 

types based on the factors that give rise to it. Inflation occurs 

as a result of the level of the economy reaching the level of 
full labor unemployment and rapid economic growth. 

Inflation occurs due to an increase in production costs [26]–

[30]. 

Wages are something that is obtained by labor as a form of 

exchange for services that have been provided to the 

company. The minimum wage, as regulated in government 

regulations No. 8 / 1981, is a wage set at the regional, 

sectoral, and subsectoral minimum. In this case, the 

minimum wage is the basic wage and benefits. The minimum 

basic wage is a minimally regulated basic wage both 

regionally, sectorally, and sub-sectorally. Meanwhile, 
government regulations that clearly regulated only the basic 

wage and do not include benefits [31]–[35]. 

Several terms can express prices or costs, for example, 

rates, rent, interest, premiums, commissions, wages, salaries, 

etc. From a marketing point of view, a price is a monetary 

unit or another measure (including goods and services) 

exchanged for the right of ownership or use of a good or 

service. Price is the only element of the marketing mix that 

provides income for the company, while the other three 

elements are (product, distribution, and promotion) causing 

costs (expenses). Price is an important point in determining a 

company's marketing strategy because the price has a great 

influence on consumers' purchasing power [36]–[40]. 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012 article 1, a house 

is a building that functions as a livable residence, a means of 

family development, a reflection of the dignity and dignity of 

its occupancy and assets for its owner. A house is not only a 

building (structural) but also a place of residence that meets 
the requirements of a decent life, viewed from various 

aspects of people's lives. Home is understandable as a refuge 

to enjoy life, rest, and revel with the family. The house's 

inhabitants get the first impression of their life in this world. 

The house must guarantee the interests of the family, that is, 

to growth, give the possibility to live in association with its 

neighbors, and more than that; the house must give 

tranquility, pleasure, happiness, and comfort to all events of 

its life [41]–[46]. 

The ability to purchase power can be summed up as the 

capacity of consumers to buy the number of goods requested 
in a market with a price level at a certain income and in a 

certain period. Consumers with low purchasing power or 

relatively small incomes will tend to consume relatively 

cheap products with relatively small amounts in order to meet 

their needs due to their resources. The government has 

sought to obtain credit with a relatively cheap Inflation rate 

from the Bank. Then the cost of taking care of a very simple 

house certificate has been arranged according to the housing 

developer. To increase public affordability, the government 

and banks have made policies to help low-income people by 

providing subsidies for Home Ownership Credit Inflation 

[47]–[52].  
 

 

3. HYPOTHESES DEVELOPMENT 

3.1 The Effect of Inflation on the Purchasing Power of 

Low-Income Communities 

High inflation will be a burden for all parties. With the 

regional minimum wage, the purchasing power of a currency 

becomes lower or decreases. With the decline in the 

purchasing power of currencies, people's ability to meet their 

living needs, goods, and services, will be lower. The unstable 
pace of the regional minimum wage will make planning 

difficult for the business world, not encourage people to save 

and invest, hinder development planning by the government, 

change the structure of the state budget and regional budget, 

and various other negative impacts that are not conducive to 

the overall economy. The result of the study by  Atreya & 

Czajkowski (2019); Gotama & Anastasia (2021); Ma et al. 

(2021); Porumb et al. (2020); Prakash et al. (2021) shows 

that inflation affects the purchasing power of low-income 

people, thus, 

The first hypothesis, H0: Inflation does not affect the 

purchasing power of low-income people, and H1: Inflation 
does not affect the purchasing power of low-income people. 

 

3.2 The Effect of Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities 

The demand for an increase in the minimum wage for each 

district every year is intended to improve the welfare of the 

workers. However, for companies, it is the opposite because 

if the minimum wage increases, the production costs incurred 

are quite high, so there can be inefficiencies in the company, 



 

and they will take policies to reduce the number of workers 

to increase the number of unemployed. The level of wages is 

also called the average level of work generally accepted in 

society for all kinds of work. The wage rate can be 

considered by the hour, day, week, month, or year. The result 

of the study by Chang et al. (2020); Hsu et al. (2020); 

Sanderson et al. (2019); Tajani et al. (2017); Yen et al. 

(2018) shows that the regional minimum wage affects 

purchasing power of low-income people. Thus, 

The second hypothesis, H0: Regional Minimum Wage does 
not affect the Purchasing Power of Low-Income 

Communities, and H1: Regional Minimum Wage affects the 

Purchasing Power of Low-Income Communities. 

 

3.3 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants, and an asset for the owner. The price of 
subsidized housing is also regulated through Public Works 

and Human Settlements Ministerial Decree No. 

242/KPTS/M/2020 concerning subsidized housing prices 

adjusted to the region. For the Java region, the price of 

subsidized housing is set at only Rp. 150.5 million, 

Jabodetabek Rp. 168 million. Other areas, Sumatra Rp. 150.5 

million, Bangka Belitung Rp. 156.5 million, Maluku Rp. 168 

million to Papua priced at Rp. 219 million. The result of the 

study by Bhattacharjee et al. (2021); Demko (2020); Kamau 

et al. (2017); Mlambo (2022); Motoryn et al. (2021); Sumirat 

et al. (2020) shows that subsidized house prices affect the 
purchasing power of low-income people. Thus, 

The third hypothesis is H0: The price of subsidized housing 

does not affect the purchasing power of low-income people, 

and H1: The price of subsidized housing affects the 

purchasing power of low-income people. 

 

3.4 The Effect of Inflation on the Need to Own a Home 

Inflation is the increase in prices generally prevailing in an 

economy from one period to another. Inflation can be 

considered a monetary phenomenon due to a decrease in the 

value of the monetary calculation unit of a commodity. 
Several adverse impacts arise from inflation, including 

declining economic activity, declining levels of people's 

prosperity, declining real income of people with fixed 

incomes, reducing the value of wealth in the form of money, 

and worsening the division of wealth. The result of the study 

by Atreya & Czajkowski (2019); Gotama & Anastasia 

(2021); Ma et al. (2021); Porumb et al. (2020); Prakash et al. 

(2021) shows that inflation affects the need to own a house. 

Therefore, 

The fourth hypothesis, H0: Inflation has no effect on the need 

to own a house, and H1: Inflation affects the need to own a 

house. 
 

3.5 The Effect of the Regional Minimum Wage on the 

Need to Own a Home 

One of the factors of subsidized housing purchase 

decisions is income. The high income owned by consumers 

will have an impact on the desire to own a home that can 

support their prestige and personal interests in the present and 

the future. Besides, ability in terms of income is also one of 

the main factors that can make consumers buy a house in 

cash or credit. The result of the study by Chang et al. (2020); 

Hsu et al. (2020); Sanderson et al. (2019); Tajani et al. 

(2017); Yen et al. (2018) shows that the regional minimum 

wage affects the need to have a home. Thus, 

The fifth hypothesis, H0: Regional Minimum Wage does not 

affect the need to own a house, and H1: Regional Minimum 

Wage affects the need to own a house. 

 

3.6 The Effect of the Cost of Subsidized Housing on the 

Need to Own a Home 
Price is the only element in the marketing mix that 

generates sales revenue. In large companies, pricing is 

usually handled by divisional or product line managers. 

However, top management still sets goals and general 

policies regarding selling prices and often approves price 

proposals submitted by managers. The result of the study by 

Bhattacharjee et al. (2021); Demko (2020); Kamau et al. 

(2017); Mlambo (2022); Motoryn et al. (2021); Sumirat et al. 

(2020) shows that subsidized housing prices affect the need 

to own a home. Therefore, 

The sixth hypothesis, H0: The price of subsidized housing 
does not affect the need to own a house, and H1: The price of 

subsidized housing affects the need to own a house. 

 

3.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants and an asset for the owner. The price of subsidized 
housing is regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of a study by Bhattacharjee et al. (2021); 

Demko (2020); Kamau et al. (2017); Mlambo (2022); 

Motoryn et al. (2021); Sumirat et al. (2020) shows that 

subsidized house prices affect on the purchasing power of 
low-income people. Thus, 

The seventh hypothesis, H0: The price of subsidized housing 

affects the purchasing power of low-income people, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people. 

 

3.8 The Effect of Inflation on the Purchasing Power of 

Low-Income communities through Stock Returns as an 

Intervening variable 

Inflation is a huge economic problem, especially for 

developing countries. The source of inflation in developing 
countries comes from several factors, such as the government 

budget deficit, which then has an impact on increasing the 

money supply. Judging from the main factors that cause 

inflation, inflation can be caused by the demand side, supply 

side, expectations, or a combination of these three factors. 

The increase in prices for goods and services continuously 

impacts a decrease in the value of a country's currency. It 

causes the purchasing power of money to become weaker. 

The result of the study by Bilousovа (2019); Haeba et al. 

(2021); Jovanka et al. (2020); Meneses & Flores (2016); 



 

Pienaar (2019) shows that inflation affects the purchasing 

power of low-income people through return on shares as an 

intervening variable. Thus, 

The eighth hypothesis, H0: Inflation does not affect the 

Purchasing Power of Low-Income Communities through the 

Need to Own a House as an Intervening variable, and H1: 

Inflation affects the Purchasing Power of Low-Income 

Communities through the Need to Own a House as an 

Intervening variable. 

 

3.9 The Effect of the Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

According to Article 23, paragraphs (1) and (2) of 

Government Regulation 36 of 2021 concerning Wages, the 

minimum wage is the lowest monthly wage, consisting of 

basic wages and non-fixed allowances. The basic wage is at 

least equal to the minimum wage. The minimum wage is 

determined based on economic and employment conditions; 

in other words, it is no longer based on decent living needs. 

The result of the study by Damoah et al. (2020); Kaluge 
(2019); Laurini et al. (2020); Li & Wan (2021); Segarra-Oña 

et al. (2012) shows that the regional minimum wage affects 

the purchasing power of low-income communities through 

return on the stock as an intervening variable. Thus, 

The ninth hypothesis, H0: UMR does not affect the 

purchasing power of low-income people through the need to 

own a house as an intervening variable, and H1: UMR 

affects the purchasing power of low-income people through 

the need to own a house as an intervening variable. 

 

3.10 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

The Modest Subsidized Housing Development Program 

was established to expand opportunities for people to obtain 

housing and reduce social inequality because the price is 
adjusted to the purchasing power of some low-income 

groups. The size of a very simple house has been regulated in 

the Regulation of the State Minister for Public Housing 

Number 07/PERMEN/M/2008. Result of studies Chau et al. 

(2021); Dent (2019); Gautam et al. (2020); Malik et al. 

(2021); Ngangnchi et al. (2022); Ngangnchi & Joefendeh 

(2021) shows that subsidized house prices affect the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. Therefore, 

Tenth hypothesis: H0: The price of subsidized housing does 

not affect the purchasing power of low-income people 
through the need to own a house as an intervening variable, 

and H1: The price of subsidized housing affects the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. 

 

 

Figure 1. Conceptual framework

 

4. RESEARCH METHODS  
 

The population in this study is cities in East Java Province 

in 2022. The Saturated Sample method/Census Method is 

used in taking the sample. It is a technique for determining a 

sample with all members of the population selected as the 

sample [67], [68]. The reason for using this method is that 

there are 38 regencies/cities in East Java Province.  

a. Inflation 

The following formula is used to measure inflation: 

 

Inflation rate = Inflation – Inflation-1 (1) 

 

b. Regional Minimum Wage (RMW) 

The following formula is used to measure Regional 
Minimum Wage: 

 

RMW = RMW t – RMW t-1 (2) 
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c. Costs of Subsidized Housing 

The following formula is used to measure the Costs of 

Subsidized Housing: 

 

HRS = HRSt – HRSt-1 (3) 

 

d. A Need to Own a Home 

The formula used to measure the variable “A need to own 

a home” is the Distribution of Household Percentage 

According to Regency/ City and the Status of Ownership 
of Residential Buildings in East Java Province, as 

follows: 

 

Home Status= Home Statust – Home Statust-1 (4) 

 

e. Purchasing Power of Low-Income Communities 

The formula used to measure the variable Purchasing 

Power of Low-Income People is as follows: 

 

Purchasing Power Index= Purchasing Power 

Index – Purchasing Power Index-1 
(5) 

 

The data analysis technique used in this study is structural 

equation modeling (SEM) analysis. SEM is used to cover the 

regression's weaknesses [69]. 

 

 

5. RESULTS  

East Java Province is one of the centers of economic 

growth with a fairly high population in Indonesia, where the 

population has increased yearly. This increase in population 

growth has stimulated the growth of housing construction in 

East Java Province, especially small types with subsidized 

facilities, which can be seen from the increasing number of 

developers in East Java Province, totaling 32 developers who 

are members of the East Java REI association, the Jember 

Commissariat. The City Planning System implemented in 
East Java Province provides many opportunities for 

developers to work together to build properties, in this case, 

houses. This development makes it easier for people to find a 

place to live. Therefore, a consumer must be selective in 

choosing a developer. The need for housing is, of course, 

inseparable from the trend of population growth and the 

provision of housing based on the number of houses. 

Development progress (economic) of East Java Province is a 

relatively high growth rate, where in 2021 it will reach 3.61% 

and in 2022 it will reach 5.58% so that the average is above 

national growth. 
After analyzing the research data, the next stage is to 

process descriptive statistical data of research variables. The 

results of the descriptive statistical data processing of 

research variables appear in Table 1. 

 

 

Table 1. Descriptive statistical results 

Description Inflation 
Regional 

Minimum Wage 

Subsidized House 

Prices 
The Need to Own a Home 

Purchasing Power of 

Low-Income People 

Min -0.16    1,850,671   140,000,000  0.29 0.66 

Max 1.44    4,375,479  150,500,000  31.74 0.88 

Mean 0.62    2,501,048  149,289,474  5.11 0.74 

Std.Dev 0.43       805,140  3,008,168  6.88 0.06 

Source: Processed in 2022.

  

The inflation variable shows an average value (mean) of 

0.62. The lowest value of inflation is -0.16, and the highest is 

1.44. The standard deviation is 0.43. The regional minimum 

wage variable shows an average value (mean) of 2,501,048. 

The lowest value of the regional minimum wage variable is 

1,850,671, and the highest value is 4,375,479. The standard 
deviation is 805,140. The Subsidized House Price variable 

shows an average value (mean) of 149,289,474. The lowest 

value of the subsidized house price variable is 140,000,000, 

and the highest is 150,500,000. The standard deviation is 

3,008,168. The variable needs to own a house shows an 

average value (mean) of 5.11. The lowest value of the Need 

to have a Home variable is 0.29, and the highest is 31.74. The 

standard deviation is 6.88. The purchasing power variable of 

low-income communities shows an average value (mean) of 

0.74. The lowest value of the low-income people's 

purchasing power variable is 0.66, and the highest value is 

0.88. The standard deviation is 0.06. 
The discriminant validity test uses the cross-loading value. 

An indicator is declared to meet discriminant validity if the 

indicator's cross-loading value on the variable is the largest 

compared to other variables. 

  

 

 

 

 

Table 2. Discriminant validity 

Variable Cross-Loading Value Rtable Description 

Inflation (X1) 1.000 0.266 Valid 
Regional minimum wage (X2) 1.000 0.266 Valid 

Subsidized house prices (X3) 1.000 0.266 Valid 

The need to have a home (Z) 1.000 0.266 Valid 

Purchasing power of low-income people (Y) 1.000 0.266 Valid 

Source: Processed in 2022.

  

Based on the data presented in Table 2, it can be seen that 

each indicator in the research variable has a cross-loading 

value > Rtable. Based on the results obtained, the variables 

used in this study already have good discriminant validity in 

compiling their respective variables. 



 

The reliability test with the composite reliability above can 

be strengthened by using the Cronbach alpha value if the 

Cronbach alpha value is > 0.7. The following is the Cronbach 

alpha value of each variable. 

 

 

Table 3. Reliability test result  

Variable Cronbach Alpha 

Inflation (X1) 1.000 

Regional minimum wage (X2) 1.000 

Subsidized house prices (X3) 1.000 

The need to have a home (Z) 1.000 

Purchasing power of low-income people (Y) 1.000 

  Source: Processed Data, 2022

 
Based on the data presented in Table 3, it can be seen that 

the Cronbach alpha value of each research variable is > 0.7. 

Thus these results indicate that each research variable has 

met the requirements for the Cronbach alpha value, so it can 

be concluded that all variables have a high level of reliability. 

A multicollinearity test was conducted to determine the 

relationship between indicators. To find out whether 

formative indicators experience multicollinearity by knowing 
the VIF value. If VIF values are between 5 and 10, the 

indicator does not have multicollinearity. The following are 

the results of the multicollinearity test for each of the 

variables in this study. 

 

Table 4. Variance inflation factors 

Variable VIF 

Inflation (X1) 1.195 

Regional minimum wage (X2) 1.307 

Subsidized house prices (X3) 1.270 

The need to have a home (Z) 1.316 

  Source: Processed Data, 2022
 

Based on Table 4, the results of the multicollinearity test 

show that the VIF value is below 10. Therefore, there is no 

multicollinearity for each of the research variables. 

Based on the data processing, the results can be used to 

answer the hypothesis in this study. Hypothesis testing in this 

study was carried out by looking at the T-Statistics values 

and P-Values. The research hypothesis can be stated to reject 

the Null Hypothesis (H0) if the P-Values value <0.05.. The 

following are the results of hypothesis testing obtained in this 

study through the inner model. 

 

 
Figure 2. Test result  

From the results of the research hypothesis testing model, 

it can be seen the direct influence and indirect influence of 

the relationship between variables. 

The results of testing the direct influence of relationships 

between variables can be seen in the following Table 5.  
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Table 5. Influence between variables 

Variable Path Coefficients P-value Result 

Inflation – Purchasing power of low-income people -0.224 0.000 Significant 

Inflation – The need to have a home -0.227 0.000 Significant 

Regional minimum wage – Purchasing power of low-income people 0.191 0.000 Significant 

Regional minimum wage – The need to have a home 0.393 0.000 Significant 

Subsidized house prices – Purchasing power of low-income people -0.027 0.000 Significant 

Subsidized house prices – The need to have a home -0.159 0.000 Significant 

The need to have a home – Purchasing power of low-income people 0.763 0.000 Significant 

Inflation – The need to have a home – purchasing power of low-income 

people 

-0,173 0.000 Significant 

Regional minimum wage – The need to have a home – purchasing power of 
low-income people 

0,300 0.000 Significant 

Subsidized house prices – The need to have a home – purchasing power of 

low-income people 

-0,122 0.000 Significant 

Source: Processed Data, 2022. 

 Based on the direct influence testing from Figure 2 and 

Table 5, it can be seen that the path coefficient of inflation on 

the purchasing power of low-income people is β = -0.224, 

which is negative. H0 is rejected because the p-values are 

less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, inflation has a 

significant negative effect on the purchasing power of low-
income communities. 

The value of the path coefficients of inflation on the need 

to own a house is β = -0.227, which is negative. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, inflation significantly negatively affects 

the need to own a house. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities is β = 
0.191, which is positive. H0 is rejected because the p-values 

are less than 0.05, namely 0.000 so that H1 is accepted, 

which means that it shows a significant effect. So, based on 

the calculated value of path coefficients and p-values on the 

influence relationship between variables, the regional 

minimum wage significantly positively affects the purchasing 

power of low-income communities. 

The path coefficients of the regional minimum wage on 

the need to own a house are β = 0.393, which is positive. H0 

is rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 
significant effect. So, based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, the regional minimum wage significantly 

positively affects the need to own a house. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people are β = -0.027, 

which is negative. H0 is rejected because the p-values are 

less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, subsidized house 

prices significantly negatively affect the purchasing power of 
low-income communities. 

The path coefficients of subsidized house prices for the 

need to own a house are β = -0.159, which is negative. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 

coefficients and p-values on the influence relationship 

between variables, subsidized house prices significantly 

negatively affect the need to own a home. 

The value of the path coefficients of the need to own a 

house on the purchasing power of low-income people is β = 

0.763, which is positive. H0 is rejected because the p-values 
are less than 0.05, namely 0.000 so that H1 is accepted, 

which means that it shows a significant effect. So based on 

the calculated values of path coefficients and p-values on the 

influence relationship between variables, the need to own a 

house significantly positively affect the purchasing power of 

low-income communities. 

The value of the path coefficients of inflation on the 

purchasing power of low-income people through the need to 

own a house is β = -0.173, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant 
effect. So based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

inflation has a significant negative effect on the purchasing 

power of low-income communities through the need to own a 

home. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities through 

the need to own a home is β = 0.300, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 

0.000 so that H1 is accepted, which means that it shows a 

significant effect. So based on the calculated value of path 
coefficients and p-values on the influence relationship 

between variables, the regional minimum wage has a 

significant positive effect on the purchasing power of low-

income communities through the need to own a home. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people through the need to 

own a house are β = -0.122, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant 

effect. So, based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 
purchasing power of low-income communities through the 

need to own a home. 

 



 

 

6. DISCUSSION 

6.1 The Effect of Inflation on the Purchasing Power of 

Low-Income Communities 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing 

power of low-income people by looking at the significance 

level of 0.000. This means that the higher the inflation, the 
lower the purchasing power of low-income people. High 

inflation can weaken the economy, increase production costs, 

reduce investment levels, and reduce the purchasing power of 

people owning subsidized housing. Developers can benefit 

from inflation. This is achieved if the income earned is higher 

than production costs. Inflation has a negative effect on 

people's welfare because inflation affects the prices of 

people's needs. Inflation that occurs when income is fixed or 

even decreases will cause the purchase of subsidized housing 

to decrease. Inflation is usually followed by an increase in 

bank interest rates. This can cause home installments to rise, 

resulting in payment defaults. Therefore, people with low 
income will rethink buying a house. Likewise, banks will 

find it difficult to provide mortgages to buyers, especially 

those with low incomes. Therefore, the government must 

control inflation and the increase in bank interest rates. This 

can be done by subsidizing bank interest rates, so that they 

are stable. This is in line with studies by Aduwo & Olayeye 

(2019); Azizov (2021); Kimani et al. (2021); Ngangnchi et al. 

(2022); Ngangnchi & Joefendeh (2021); Pienaar (2019) 

shows that inflation affects the purchasing power of low-

income people. 

 

6.2 The Effect of Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities 

The results of the research hypothesis testing show that the 

regional minimum wage significantly positively affects the 

purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

regional minimum wage will increase the purchasing power 

of low-income communities. The regional minimum wage 

rate increase also means that workers' income has increased. 

Increased income, in turn, will increase the purchasing power 
of subsidized housing. According to the quantity theory, a 1 

percent increase in the money growth rate causes a 1 percent 

increase in the inflation rate. According to Fisher's model 

theory, a 1 percent increase in the inflation rate causes, in 

turn, a 1 percent increase in the nominal interest rate. 

Therefore, in setting the Regional Minimum Wage, the 

government must consider and include housing allowances. 

Thus, in the future, the Regional Minimum Wage will 

increase so that people's needs for housing will be met. This 

is in line with studies by Ekemode (2021); Lupenko (2021); 

Ross (2018); Ross & Mughan (2018); Snieska et al. (2016); 

Tham et al. (2021); Zoria et al. (2022) shows that the regional 
minimum wage affects on the purchasing power of low-

income communities. 

 

6.3 The Effect of Costs of Subsidized Housing on the 

Purchasing Power of Low-Income Communities  

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people by looking at the 

significance level of 0.000. This means that the higher the 

price of subsidized housing, the lower the purchasing power 
of low-income people. Price is an important supporting factor 

needed by subsidized housing competing with other products, 

where prices indicate that subsidized housing is easy to find 

and reach for all groups. When a subsidized house has a good 

price, of course, it will increase the purchasing power of 

subsidized houses. When the cost of producing houses rises, 

the government should increase the subsidization of houses, 

so that prices remain affordable. This is in line with studies 

by [14], [17], [21], [23], [28] shows that subsidized house 

prices affect the purchasing power of low-income people. 

 

6.4 The Effect of Inflation on the Need to Own a Home  

The results of the research hypothesis testing show that 

inflation significantly negatively affects the need to own a 

home by looking at the significance level of 0.000. This 

means that the higher the inflation, the lower the need to own 

a house. In investment, the goods used to invest are very 

necessary. Inflation is a condition that causes prices to rise. 

This makes the economic situation reduce productive 

activities. Rising prices of building materials will cause 

building construction to cost a lot, so unstable inflation will 

affect investment in the property sector in the economy. The 
inflation rate can be used as an indicator to determine the 

economic conditions in an area. If inflation occurs, there will 

be an increase in the cost of producing goods, which will 

affect the investment climate and investment. This is in line 

with studies by Aduwo & Olayeye (2019); Azizov (2021); 

Kimani et al. (2021); Ngangnchi et al. (2022); Ngangnchi & 

Joefendeh (2021); Pienaar (2019) shows that inflation affects 

the need to own a house. 

 

6.5 The Effect of Regional Minimum Wage on the Need to 

Own a Home  

The results of the research hypothesis testing show that the 

Regional Minimum Wage has a significant positive effect on 

the Need to Own a Home by looking at the significance level 

of 0.000. The higher the regional minimum, the higher the 

need for home ownership. The relationship is directly 

proportional, so if there is an increase in income, then this 

will result in the demand for houses being better and actually 

increasing. The size of one's income affects one's purchasing 

power, including a house. The higher the income, the more 

diverse the desires of consumers. This is in line with studies 
by Ekemode (2021); Lupenko (2021); Ross (2018); Ross & 

Mughan (2018); Snieska et al. (2016); Tham et al. (2021); 

Zoria et al. (2022) shows that the regional minimum affects 

on the need to own a house. 

 

6.6 The Effect of Costs of Subsidized Housing on the Need 

to Own a Home  

The results of the research hypothesis testing show that 

subsidized housing prices significantly negatively affect the 

need to own a home by looking at the significance level of 
0.000. This means that the higher the price of subsidized 

housing, the lower the need to own a home. The development 

of the property sector can be seen from the movement of 

residential property prices. The trend of movement in 

residential property prices in Indonesia is reflected in the 

Residential Property Price Index. An increase in property 

prices will respond to an increase in demand. An increase in 

demand for credit will be followed by an increase in housing 

prices, as reflected in the Residential Property Price Index. 

Government subsidies, in addition to being given directly to 

house prices, should also be given to the price of construction 

materials. Thus inflation can still have a positive effect on the 



 

need to own a house. This is in line with studies by Balk et 

al. (2022); Lee (2021); Leombroni et al. (2021); Magweva & 

Sibanda (2020); Tufail & Batool (2013) shows that 

subsidized housing prices affect the need to own a home. 

 

6.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities  

The results of the research hypothesis testing show that the 

need to own a house significantly positively affects the 
purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

need to own a house will increase the purchasing power of 

low-income people. Everyone, including low-income people, 

need the existence of decent housing. Home is a basic human 

need besides food and clothing. In general, the need for 

housing will be more difficult to fulfill than the fulfillment 

for clothing and food, which tend to be easier to obtain, 

especially for low-income communities. However, if people 

need houses more and more, it will motivate people to buy 

houses even though they have low incomes. The factor that 
causes low-income people to buy houses is that people get 

convenience from the government and developers who 

provide subsidies to low-income people. While another factor 

because the house is a primary need of society. In order for 

the price of subsidized housing to remain stable, subsidies to 

house prices and subsidies to production material prices are 

increased. This will make the price of subsidized housing 

have a positive effect on the need to own a house. This is in 

line with studies by Bhattacharjee et al. (2021); Demko 

(2020); Kamau et al. (2017); Mlambo (2022); Motoryn et al. 

(2021); Sumirat et al. (2020) shows that subsidized house 

prices affect on the purchasing power of low-income people. 
 

6.8 The Effect of Inflation on the Purchasing Power of 

Low-Income Communities through the Need to own a 

Home  

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing 

power of low-income communities through the need to own a 

home by looking at the significance level of 0.000. This 

means that the higher the inflation, the lower the purchasing 
power of low-income people through the need to own a 

house. The increase in the prices of goods and services has 

caused the purchasing power of low-income people to fall. 

The declining purchasing power of low-income people will 

reduce the need for housing. Conversely, if there is deflation, 

it means that there has been a decrease in the prices of goods 

and services. The decline in the prices of these goods and 

services has increased the purchasing power of low-income 

earners. This increase in people's purchasing power will 

impact the housing needs of low-income people. In a crisis 

inflation is inevitable. But its impact can be minimized by 

keeping bank interest rates by way of subsidies stable. This is 
in line with studies by Bao et al. (2022); Cohen & Burinskas 

(2020); Doan (2020); Eze & Lim (2013); Malmendier 

(2021a) shows that inflation affects the purchasing power of 

low-income people through the need to have a home. 

 

6.9 The Effect of Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Have a Home  

The results of testing the research hypothesis using 
Smartpls show that the regional minimum wage significantly 

positively affects the purchasing power of low-income 

communities through the need to own a home by looking at 

the significance level of 0.000. This means that the higher the 

inflation, the purchasing power of low-income people will 

increase through the need to own a house. An increase in the 

wage rate can increase the demand for money with both 

transactional and speculative motives, so interest rates will 

also rise. Therefore, increasing the wage rate will increase the 

interest rate, assuming that the money supply remains stable. 

When there is an increase in interest rates, deposit and credit 

rates for subsidized mortgage loans also increase so that later 
these interest rates will affect the fluctuations in the 

purchasing power of low-income people through the need to 

own a home. This is in line with studies by López-Santana & 

Rocco (2021); Malmendier (2021b, 2021a); Okon (2018); 

Peralta & Santos (2020); Shazmin et al. (2017) show that the 

regional minimum wage affects on the purchasing power of 

low-income communities through the need to own a home. 

 

6.10 The Effect of Costs of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home  

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people through the need to 

own a house by looking at the significance level of 0.000. 

This means that the higher the price of subsidized housing, 

the lower the purchasing power of low-income people 

through the need to own a home. The public expects that the 

price of subsidized housing in Indonesia will increase in the 

future because the increase in housing demand/demand 

almost always exceeds the increase in housing supply. 
Subsidized house prices are considered relatively affordable 

by low-income people with limited purchasing power, 

causing a low public response (in the form of buying 

subsidized houses) to the expectation that house prices will 

tend to increase in the future. In order to stabilize the price of 

subsidized housing, subsidies are not only given to the price, 

but also to the production materials or building materials. 

This is in line with studies by Fedosov et al. (2019); Lien 

(2018); Martin et al. (2018); Pallavi (2018); Parambath & 

Udawatta (2017); Ross & Mughan (2018); Tsvakirai (2017) 

shows that subsidized house prices affect the purchasing 

power of low-income people through the need to own a 
house. 

 

7. CONCLUSION 

The results showed that low-income people are 

influenced by inflation rates related to interest rates, regional 

minimum wages related to financial capability, and house 

prices set by the government. The results showed that the 

regional minimum wage has a significant positive effect on 

the purchasing power of low-income people in owning a 

house. This is because the greater the regional minimum 
wage, the greater the ability to pay subsidized housing 

installments for low-income people. This research illustrates 

that the higher the need to own a house, the higher the 

purchasing power of low-income people because the 

population is increasing, so the need to have a place to live is 

also directly proportional. The results showed a significant 

negative effect between inflation and subsidized housing 

prices on the need to own a house and the purchasing power 

of low-income people. Meanwhile, inflation and regional 

minimum wage are factors that negatively affect the 

purchasing power of low-income people to own a house. 



 

Therefore, the government needs to control the impact caused 

by inflation in the form of rising bank interest rates by 

subsidizing it so that it remains stable. In the future, the 

government should include housing allowances in the 

minimum wage component. The government should not only 

subsidize house prices, but also production costs, so that the 

price of subsidized houses remains stable. 

The practical implication of this study is that it can 

contribute useful information relating to the effect of 

inflation, regional minimum wages, and subsidized house 
prices on the purchasing power of low-income communities 

with a need to own a house as an intervening variable. This 

study can also provide additional information for the 

government concerning providing low-cost, quality housing 

for low-income communities. This study has limitations that 

affect its results, namely the focus of the study, which is still 

focused on one type of house, namely subsidies. A 

suggestion for future researchers is to expand the types of 

housing provision, for example, commercial housing with 

low-interest rates. Furthermore, it is expected that future 

researchers will add more research samples years in order to 
be able to describe conditions more concretely. For example, 

it uses a range of research periods to several years for the 

research funders or the other parties contributing to research 

realization. 
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 This study aims to determine the effect of inflation, regional minimum wages, and subsidized 

housing costs on the purchasing power of low-income communities needing to own a home as 

an intervening variable. This study uses the Structural Equation Modeling (SEM) method to 

analyze the data from the districts of East Java, Indonesia. Broadly speaking, this study found 

that the higher the need to own a home, the higher the purchasing power of Low-Income 

Communities because the population is increasing, so the need to own a place to live is also 

directly proportional. The practical implication of this study is that it can contribute useful 

information relating to the effect of inflation, regional minimum wages, and subsidized house 

prices on the purchasing power of low-income communities with a need to own a house as an 

intervening variable. Therefore, the government needs to control the impact caused by inflation 

in the form of rising bank interest rates by subsidizing it so that it remains stable. In the future, 

the government should include housing allowances in the minimum wage component. The 

government should not only subsidize house prices, but also production costs, so that the price 

of subsidized houses remains stable.  
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1. INTRODUCTION 

 

Home is a primary need for humans [1]. Therefore, ideally 

every human being or every family should have a home [2]. 

However, from year to year house prices are increasing. This 

increase in house prices is not followed by an increase in 

people's income [3]. With the imbalance between housing 

needs and the low income of this community, developers will 

find it difficult to sell their products, on the other hand, people 

with low income will find it difficult to fulfill their primary 

needs in the form of a house [4]. 

In Quarter 2 2022, the property price index in East Java 

reached 100.2, up 4.4 points compared to 95.8 in Quarter 1 

2022. The quarter-on-quarter increase reached 4.7 percent [5]. 

In contrast, according to the Chairman of the DPP of the 

Association of Housing and Settlement Developers throughout 

Indonesia (Apersi) Eddy Ganefo, this decline in purchasing 

power has made commercial housing sales fall 75 percent [6]. 

In addition to the high price of housing, another factor that 

hinders home purchases is inflation. According to Indonesia's 

Finance Minister, Sri Mulyani Indrawati, with rising inflation, 

it will be increasingly difficult for low-income people to own 

a home. Of course there is a strong reason, because when there 

is inflation it will be followed by bank interest rates [7]. 

Regional Minimum Wage (UMR) is another factor that 

greatly affects the ability to buy a house. The higher the UMR 

in a region, the higher the ability of its people to buy a house. 

Standard house prices that are almost evenly distributed in 

East Java are not followed by the UMR. This has resulted in 

districts with low minimum wages, such as Situbondo 

Regency, where the minimum wage is very small, it is very 

difficult to match the ability of Mojokerto Regency, where the 

minimum wage is very large [8]. 

The hope of the community to be able to buy a house is with 

the subsidized housing program [9]. But in reality this 

subsidized house is also increasingly unbalanced by the basic 

price of the house. So that this subsidized house is still not 

affordable by low-income people. This is because the selling 

value or price of subsidized houses remains high. 

The above fact is in line with several studies [10-18] which 

state that Inflation, UMR, and Subsidized House Prices affect 

the Purchasing Power of Low-Income Communities. 

However, there is a research gap in research [19] showing the 

opposite result that Inflation, UMR, and Subsidized House 

Prices have no effect on the Purchasing Power of Low-Income 

Communities. 

This study contributes to the government's decision-making 

related to subsidized houses. Unstable world economic turmoil 

has resulted in recessions in several countries, including 

Indonesia. The recession has increased the government's basic 

inflation, making it more difficult for low-income people to 

own a home. Novelty in the study is the need to own a house 

as an intervening variable because the number of people's 

population in Indonesia is getting higher, so the need for 

housing is also increasing. In addition, based on the theory of 

national development, there is a government obligation to 

facilitate the community in obtaining a sense of security to 

live. The launch of subsidized houses is a tangible 

manifestation of the government's seriousness in providing 

convenience, especially for low-income people in owning 

private houses.  

From the description above, the following research 

questions can be formulated (1) Does Inflation affect the 

purchasing power of low-income people? (2) Does the 

Regional Minimum Wage affect the Purchasing Power of 

Low-Income People? (3) Does the Price of Subsidized Houses 
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affect the Purchasing Power of Low-Income People? (4) Does 

Inflation affect the Need to Own a House? (5) Does the 

Regional Minimum Wage affect the Need to Own a House? 

(7) Does the need to own a house affect the purchasing power 

of low-income people? (8) Does Inflation affect the 

Purchasing Power of Low-Income People through the Need to 

Own a House? (6) Does the price of subsidized housing affect 

the need to own a house? (7) Does the need to own a house 

affect the purchasing power of low-income people? (8) Does 

inflation affect the purchasing power of low-income people 

through the need to own a house? (9) Does the regional 

minimum wage affect the purchasing power of low-income 

people through the need to own a house? (10) Does the price 

of subsidized housing affect the purchasing power of low-

income people through the need to own a house? 

 

 

2. LITERATURE REVIEW 
 

The theory of economic development is seen as a 

multidimensional process that involves various fundamental 

changes in social structures, attitudes of society, and national 

institutions, as well as accelerated growth, reduction of 

inequality, and overcoming poverty. In essence, development 

reflects a complete change in the social system according to 

various basic needs and efforts to foster the aspirations of 

individuals and social groups in the system. In the early stages 

of economic development, according to them, the relatively 

large ratio of government expenditures to national income. 

The initial stage of the government must provide various 

facilities and infrastructure. In the middle stage of economic 

development, government investment is still needed to spur 

growth to take off [20-24].  

Inflation is the tendency of prices to rise generally and 

continuously. An increase in the price of one or two goods 

alone is not called inflation unless the increase extends to (or 

results in an increase in) a large part of the price of other goods. 

Inflation can be divided into two types based on the factors 

that give rise to it. Inflation occurs as a result of the level of 

the economy reaching the level of full labor unemployment 

and rapid economic growth [25]. Inflation occurs due to an 

increase in production costs [26-30]. 

Wages are something that is obtained by labor as a form of 

exchange for services that have been provided to the company. 

The minimum wage, as regulated in government regulations 

No. 8 / 1981, is a wage set at the regional, sectoral, and 

subsectoral minimum. In this case, the minimum wage is the 

basic wage and benefits. The minimum basic wage is a 

minimally regulated basic wage both regionally, sectorally, 

and sub-sectorally. Meanwhile, government regulations that 

clearly regulated only the basic wage and do not include 

benefits [31-35]. 

Several terms can express prices or costs, for example, rates, 

rent, interest, premiums, commissions, wages, salaries, etc. 

From a marketing point of view, a price is a monetary unit or 

another measure (including goods and services) exchanged for 

the right of ownership or use of a good or service. Price is the 

only element of the marketing mix that provides income for 

the company, while the other three elements are (product, 

distribution, and promotion) causing costs (expenses). Price is 

an important point in determining a company's marketing 

strategy because the price has a great influence on consumers' 

purchasing power [36-40]. 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012 article 1, a house 

is a building that functions as a livable residence, a means of 

family development, a reflection of the dignity and dignity of 

its occupancy and assets for its owner. A house is not only a 

building (structural) but also a place of residence that meets 

the requirements of a decent life, viewed from various aspects 

of people's lives. Home is understandable as a refuge to enjoy 

life, rest, and revel with the family. The house's inhabitants get 

the first impression of their life in this world. The house must 

guarantee the interests of the family, that is, to growth, give 

the possibility to live in association with its neighbors, and 

more than that; the house must give tranquility, pleasure, 

happiness, and comfort to all events of its life [41-46]. 

The ability to purchase power can be summed up as the 

capacity of consumers to buy the number of goods requested 

in a market with a price level at a certain income and in a 

certain period. Consumers with low purchasing power or 

relatively small incomes will tend to consume relatively cheap 

products with relatively small amounts in order to meet their 

needs due to their resources. The government has sought to 

obtain credit with a relatively cheap Inflation rate from the 

Bank. Then the cost of taking care of a very simple house 

certificate has been arranged according to the housing 

developer. To increase public affordability, the government 

and banks have made policies to help low-income people by 

providing subsidies for Home Ownership Credit Inflation [47-

52].  

 

 

3. HYPOTHESES DEVELOPMENT 
 

In this study, ten hypotheses will be developed. The 

development of this hypothesis is based on the relationship 

that occurs between variables. The relationship between these 

variables can be seen in Figure 1. 
 

3.1 The effect of inflation on the purchasing power of low-

income communities 

 

High inflation will be a burden for all parties. With the 

regional minimum wage, the purchasing power of a currency 

becomes lower or decreases. With the decline in the 

purchasing power of currencies, people's ability to meet their 

living needs, goods, and services, will be lower. The unstable 

pace of the regional minimum wage will make planning 

difficult for the business world, not encourage people to save 

and invest, hinder development planning by the government, 

change the structure of the state budget and regional budget, 

and various other negative impacts that are not conducive to 

the overall economy. The result of the studys [41, 43, 53-55] 

shows that inflation affects the purchasing power of low-

income people, thus, 

The first hypothesis, H0: Inflation does not affect the 

purchasing power of low-income people, and H1: Inflation 

does not affect the purchasing power of low-income people. 

 

3.2 The effect of regional minimum wage on the 

purchasing power of low-income communities 

 

The demand for an increase in the minimum wage for each 

district every year is intended to improve the welfare of the 

workers. However, for companies, it is the opposite because if 

the minimum wage increases, the production costs incurred are 

quite high, so there can be inefficiencies in the company, and 



 

they will take policies to reduce the number of workers to 

increase the number of unemployed. The level of wages is also 

called the average level of work generally accepted in society 

for all kinds of work. The wage rate can be considered by the 

hour, day, week, month, or year. The result of the studies [56-

60] shows that the regional minimum wage affects purchasing 

power of low-income people. Thus, 

The second hypothesis, H0: Regional Minimum Wage does not 

affect the Purchasing Power of Low-Income Communities, 

and H1: Regional Minimum Wage affects the Purchasing 

Power of Low-Income Communities. 

 

3.3 The effect of the cost of subsidized housing on the 

purchasing power of low-income communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants, and an asset for the owner. The price of subsidized 

housing is also regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of the studies [40, 42, 49, 50, 61, 62] shows 

that subsidized house prices affect the purchasing power of 

low-income people. Thus, 

The third hypothesis is H0: The price of subsidized housing 

does not affect the purchasing power of low-income people, 

and H1: The price of subsidized housing affects the purchasing 

power of low-income people. 

 

3.4 The effect of inflation on the need to own a home 

 

Inflation is the increase in prices generally prevailing in an 

economy from one period to another. Inflation can be 

considered a monetary phenomenon due to a decrease in the 

value of the monetary calculation unit of a commodity. Several 

adverse impacts arise from inflation, including declining 

economic activity, declining levels of people's prosperity, 

declining real income of people with fixed incomes, reducing 

the value of wealth in the form of money, and worsening the 

division of wealth. The result of the study by [41, 43, 53-55] 

shows that inflation affects the need to own a house. Therefore, 

The fourth hypothesis, H0: Inflation has no effect on the need 

to own a house, and H1: Inflation affects the need to own a 

house. 

 

3.5 The effect of the regional minimum wage on the need 

to own a home 

 

One of the factors of subsidized housing purchase decisions 

is income. The high income owned by consumers will have an 

impact on the desire to own a home that can support their 

prestige and personal interests in the present and the future. 

Besides, ability in terms of income is also one of the main 

factors that can make consumers buy a house in cash or credit. 

The result of the studies [56-60] shows that the regional 

minimum wage affects the need to have a home. Thus, 

The fifth hypothesis, H0: Regional Minimum Wage does not 

affect the need to own a house, and H1: Regional Minimum 

Wage affects the need to own a house. 

 

3.6 The Effect of the Cost of Subsidized Housing on the 

Need to Own a Home 

 

Price is the only element in the marketing mix that generates 

sales revenue. In large companies, pricing is usually handled 

by divisional or product line managers. However, top 

management still sets goals and general policies regarding 

selling prices and often approves price proposals submitted by 

managers. The result of the studies [40, 42, 49, 50, 61, 62] 

shows that subsidized housing prices affect the need to own a 

home. Therefore, 

The sixth hypothesis, H0: The price of subsidized housing does 

not affect the need to own a house, and H1: The price of 

subsidized housing affects the need to own a house. 

 

3.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants and an asset for the owner. The price of subsidized 

housing is regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of a studies [40, 42, 49, 50, 61, 62] shows 

that subsidized house prices affect on the purchasing power of 

low-income people. Thus, 

The seventh hypothesis, H0: The price of subsidized housing 

affects the purchasing power of low-income people, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people. 

 

3.8 The Effect of Inflation on the Purchasing Power of 

Low-Income communities through Stock Returns as an 

Intervening variable 

 

Inflation is a huge economic problem, especially for 

developing countries. The source of inflation in developing 

countries comes from several factors, such as the government 

budget deficit, which then has an impact on increasing the 

money supply. Judging from the main factors that cause 

inflation, inflation can be caused by the demand side, supply 

side, expectations, or a combination of these three factors. The 

increase in prices for goods and services continuously impacts 

a decrease in the value of a country's currency. It causes the 

purchasing power of money to become weaker. The result of 

the studies [12, 24, 38, 46, 47] shows that inflation affects the 

purchasing power of low-income people through return on 

shares as an intervening variable. Thus, 

The eighth hypothesis, H0: Inflation does not affect the 

Purchasing Power of Low-Income Communities through the 

Need to Own a House as an Intervening variable, and H1: 

Inflation affects the Purchasing Power of Low-Income 

Communities through the Need to Own a House as an 

Intervening variable. 

 



 

3.9 The Effect of the Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

 

According to Article 23, paragraphs (1) and (2) of 

Government Regulation 36 of 2021 concerning Wages, the 

minimum wage is the lowest monthly wage, consisting of 

basic wages and non-fixed allowances. The basic wage is at 

least equal to the minimum wage. The minimum wage is 

determined based on economic and employment conditions; in 

other words, it is no longer based on decent living needs. The 

result of the studies [19, 22, 39, 63, 64] shows that the regional 

minimum wage affects the purchasing power of low-income 

communities through return on the stock as an intervening 

variable. Thus, 

The ninth hypothesis, H0: UMR does not affect the purchasing 

power of low-income people through the need to own a house 

as an intervening variable, and H1: UMR affects the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. 

 

3.10 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

 

The Modest Subsidized Housing Development Program 

was established to expand opportunities for people to obtain 

housing and reduce social inequality because the price is 

adjusted to the purchasing power of some low-income groups. 

The size of a very simple house has been regulated in the 

Regulation of the State Minister for Public Housing Number 

07/PERMEN/M/2008. Result of studies [15, 44, 45, 48, 65-67] 

shows that subsidized house prices affect the purchasing 

power of low-income people through the need to own a house 

as an intervening variable. Therefore, 

Tenth hypothesis: H0: The price of subsidized housing does 

not affect the purchasing power of low-income people through 

the need to own a house as an intervening variable, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people through the need to own a house as an 

intervening variable.

 
 

Figure 1. Conceptual framework 

 

 

4. RESEARCH METHODS  
 

The population in this study is cities in East Java Province 

in 2022. The Saturated Sample method/Census Method is used 

in taking the sample. It is a technique for determining a sample 

with all members of the population selected as the sample [68]. 

The reason for using this method is that there are 38 

regencies/cities in East Java Province.  

a. Inflation 

The following formula is used to measure inflation: 

 

Inflation rate = Inflation – Inflation-1 (1) 

 

b. Regional Minimum Wage (RMW) 

The following formula is used to measure Regional 

Minimum Wage: 

 

RMW = RMW t – RMW t-1 (2) 

c. Costs of Subsidized Housing 

The following formula is used to measure the Costs of 

Subsidized Housing: 

 

HRS = HRSt – HRSt-1 (3) 

 

d. A Need to Own a Home 

The formula used to measure the variable “A need to own 

a home” is the Distribution of Household Percentage 

According to Regency/ City and the Status of Ownership 

of Residential Buildings in East Java Province, as follows: 

 

Home Status= Home Statust – Home Statust-1 (4) 

 

e. Purchasing Power of Low-Income Communities 

The formula used to measure the variable Purchasing 

Power of Low-Income People is as follows: 



 

Purchasing Power Index= Purchasing Power Index 

– Purchasing Power Index-1 
(5) 

 

The data analysis technique used in this study is structural 

equation modeling (SEM) analysis. SEM is used to cover the 

regression's weaknesses [69]. 

 

 

5. RESULTS  

 

East Java Province is one of the centers of economic growth 

with a fairly high population in Indonesia, where the 

population has increased yearly. This increase in population 

growth has stimulated the growth of housing construction in 

East Java Province, especially small types with subsidized 

facilities, which can be seen from the increasing number of 

developers in East Java Province, totaling 32 developers who 

are members of the East Java REI association, the Jember 

Commissariat. The City Planning System implemented in East 

Java Province provides many opportunities for developers to 

work together to build properties, in this case, houses. This 

development makes it easier for people to find a place to live. 

Therefore, a consumer must be selective in choosing a 

developer. The need for housing is, of course, inseparable 

from the trend of population growth and the provision of 

housing based on the number of houses. Development 

progress (economic) of East Java Province is a relatively high 

growth rate, where in 2021 it will reach 3.61% and in 2022 it 

will reach 5.58% so that the average is above national growth. 

After analyzing the research data, the next stage is to 

process descriptive statistical data of research variables. The 

results of the descriptive statistical data processing of research 

variables appear in Table 1. 

The inflation variable shows an average value (mean) of 

0.62. The lowest value of inflation is -0.16, and the highest is 

1.44. The standard deviation is 0.43. The regional minimum 

wage variable shows an average value (mean) of 2,501,048. 

The lowest value of the regional minimum wage variable is 

1,850,671, and the highest value is 4,375,479. The standard 

deviation is 805,140. The Subsidized House Price variable 

shows an average value (mean) of 149,289,474. The lowest 

value of the subsidized house price variable is 140,000,000, 

and the highest is 150,500,000. The standard deviation is 

3,008,168. The variable needs to own a house shows an 

average value (mean) of 5.11. The lowest value of the Need to 

have a Home variable is 0.29, and the highest is 31.74. The 

standard deviation is 6.88. The purchasing power variable of 

low-income communities shows an average value (mean) of 

0.74. The lowest value of the low-income people's purchasing 

power variable is 0.66, and the highest value is 0.88. The 

standard deviation is 0.06. 

The discriminant validity test uses the cross-loading value. 

An indicator is declared to meet discriminant validity if the 

indicator's cross-loading value on the variable is the largest 

compared to other variables. 

 

Table 1. Descriptive statistical results 

 

Description Inflation 

Regional 

Minimum 

Wage 

Subsidized 

House Prices 

The Need to 

Own a Home 

Purchasing Power of 

Low-Income People 

Min -0.16 1,850,671 140,000,000 0.29 0.66 

Max 1.44 4,375,479 150,500,000 31.74 0.88 

Mean 0.62 2,501,048 149,289,474 5.11 0.74 

Std.Dev 0.43 805,140 3,008,168 6.88 0.06 
Source: Processed in 2022 

 

Based on the data presented in Table 2, it can be seen that 

each indicator in the research variable has a cross-loading 

value > Rtable. Based on the results obtained, the variables 

used in this study already have good discriminant validity in 

compiling their respective variables. 

The reliability test with the composite reliability above can 

be strengthened by using the Cronbach alpha value if the 

Cronbach alpha value is > 0.7. The following is the Cronbach 

alpha value of each variable. 

 

Table 2. Discriminant validity 

 

Variable 

Cross-

Loading 

Value 

Rtable Description 

Inflation (X1) 1.000 0.266 Valid 

Regional minimum 

wage (X2) 
1.000 0.266 Valid 

Subsidized house prices 

(X3) 
1.000 0.266 Valid 

The need to have a 

home (Z) 
1.000 0.266 Valid 

Purchasing power of 

low-income people (Y) 
1.000 0.266 Valid 

Source: Processed in 2022 
 

Table 3. Reliability test result  

 
Variable Cronbach Alpha 

Inflation (X1) 1.000 

Regional minimum wage (X2) 1.000 

Subsidized house prices (X3) 1.000 

The need to have a home (Z) 1.000 

Purchasing power of low-income people (Y) 1.000 
Source: Processed Data, 2022 

 

Based on the data presented in Table 3, it can be seen that 

the Cronbach alpha value of each research variable is > 0.7. 

Thus these results indicate that each research variable has met 

the requirements for the Cronbach alpha value, so it can be 

concluded that all variables have a high level of reliability. 

A multicollinearity test was conducted to determine the 

relationship between indicators. To find out whether formative 

indicators experience multicollinearity by knowing the VIF 

value. If VIF values are between 5 and 10, the indicator does 

not have multicollinearity. The following are the results of the 

multicollinearity test for each of the variables in this study. 

Based on Table 4, the results of the multicollinearity test 

show that the VIF value is below 10. Therefore, there is no 

multicollinearity for each of the research variables. 

 

 



 

Table 4. Variance inflation factors 

 
Variable VIF 

Inflation (X1) 1.195 

Regional minimum wage (X2) 1.307 

Subsidized house prices (X3) 1.270 

The need to have a home (Z) 1.316 
Source: Processed Data, 2022 

 

Based on the data processing, the results can be used to 

answer the hypothesis in this study. Hypothesis testing in this 

study was carried out by looking at the T-Statistics values and 

P-Values. The research hypothesis can be stated to reject the 

Null Hypothesis (H0) if the P-Values value <0.05. The 

following are the results of hypothesis testing obtained in this 

study through the inner model. 

From the results of the research hypothesis testing model, it 

can be seen the direct influence and indirect influence of the 

relationship between variables. 

The results of testing the direct influence of relationships 

between variables can be seen in the following Table 5.  

Based on the direct influence testing from Figure 2 and 

Table 5, it can be seen that the path coefficient of inflation on 

the purchasing power of low-income people is β = -0.224, 

which is negative. H0 is rejected because the p-values are less 

than 0.05, namely 0.000 so that H1 is accepted, which means 

that it shows a significant effect. So based on the calculated 

value of path coefficients and p-values on the influence 

relationship between variables, inflation has a significant 

negative effect on the purchasing power of low-income 

communities. 

 

 
 

Figure 2. Test result  

 

 

Table 5. Influence between variables 

 

Variable 
Path 

Coefficients 

P-

value 
Result 

Inflation – Purchasing power of low-income people -0.224 0.000 Significant 

Inflation – The need to have a home -0.227 0.000 Significant 

Regional minimum wage – Purchasing power of low-income people 0.191 0.000 Significant 

Regional minimum wage – The need to have a home 0.393 0.000 Significant 

Subsidized house prices – Purchasing power of low-income people -0.027 0.000 Significant 

Subsidized house prices – The need to have a home -0.159 0.000 Significant 

The need to have a home – Purchasing power of low-income people 0.763 0.000 Significant 

Inflation – The need to have a home – purchasing power of low-income people -0.173 0.000 Significant 

Regional minimum wage – The need to have a home – purchasing power of low-income 

people 
0.300 0.000 Significant 

Subsidized house prices – The need to have a home – purchasing power of low-income people -0.122 0.000 Significant 
Source: Processed Data, 2022 

 

The value of the path coefficients of inflation on the need to 

own a house is β = -0.227, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

inflation significantly negatively affects the need to own a 

house. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities is β = 

0.191, which is positive. H0 is rejected because the p-values 

are less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So, based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, the regional 

minimum wage significantly positively affects the purchasing 

power of low-income communities. 

The path coefficients of the regional minimum wage on the 

need to own a house are β = 0.393, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 0.000 

so that H1 is accepted, which means that it shows a significant 

effect. So, based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

the regional minimum wage significantly positively affects the 

need to own a house. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people are β = -0.027, which 

is negative. H0 is rejected because the p-values are less than 

0.05, namely 0.000 so that H1 is accepted, which means that it 

shows a significant effect. So based on the calculated value of 

path coefficients and p-values on the influence relationship 

between variables, subsidized house prices significantly 

negatively affect the purchasing power of low-income 

communities. 

The path coefficients of subsidized house prices for the need 

to own a house are β = -0.159, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 

need to own a home. 

The value of the path coefficients of the need to own a house 

on the purchasing power of low-income people is β = 0.763, 

which is positive. H0 is rejected because the p-values are less 

than 0.05, namely 0.000 so that H1 is accepted, which means 



 

that it shows a significant effect. So based on the calculated 

values of path coefficients and p-values on the influence 

relationship between variables, the need to own a house 

significantly positively affect the purchasing power of low-

income communities. 

The value of the path coefficients of inflation on the 

purchasing power of low-income people through the need to 

own a house is β = -0.173, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

inflation has a significant negative effect on the purchasing 

power of low-income communities through the need to own a 

home. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities through 

the need to own a home is β = 0.300, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 0.000 

so that H1 is accepted, which means that it shows a significant 

effect. So based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

the regional minimum wage has a significant positive effect on 

the purchasing power of low-income communities through the 

need to own a home. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people through the need to 

own a house are β = -0.122, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So, based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 

purchasing power of low-income communities through the 

need to own a home. 

 

 

6. DISCUSSION 

 

6.1 The effect of inflation on the purchasing power of low-

income communities 

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing power 

of low-income people by looking at the significance level of 

0.000. This means that the higher the inflation, the lower the 

purchasing power of low-income people. High inflation can 

weaken the economy, increase production costs, reduce 

investment levels, and reduce the purchasing power of people 

owning subsidized housing. Developers can benefit from 

inflation. This is achieved if the income earned is higher than 

production costs. Inflation has a negative effect on people's 

welfare because inflation affects the prices of people's needs. 

Inflation that occurs when income is fixed or even decreases 

will cause the purchase of subsidized housing to decrease. 

Inflation is usually followed by an increase in bank interest 

rates. This can cause home installments to rise, resulting in 

payment defaults. Therefore, people with low income will 

rethink buying a house. Likewise, banks will find it difficult to 

provide mortgages to buyers, especially those with low 

incomes. Therefore, the government must control inflation and 

the increase in bank interest rates. This can be done by 

subsidizing bank interest rates, so that they are stable. This is 

in line with studies [44-46, 70-72] shows that inflation affects 

the purchasing power of low-income people. 

 

6.2 The effect of regional minimum wage on the 

purchasing power of low-income communities 

 

The results of the research hypothesis testing show that the 

regional minimum wage significantly positively affects the 

purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

regional minimum wage will increase the purchasing power of 

low-income communities. The regional minimum wage rate 

increase also means that workers' income has increased. 

Increased income, in turn, will increase the purchasing power 

of subsidized housing. According to the quantity theory, a 1 

percent increase in the money growth rate causes a 1 percent 

increase in the inflation rate. According to Fisher's model 

theory, a 1 percent increase in the inflation rate causes, in turn, 

a 1 percent increase in the nominal interest rate. Therefore, in 

setting the Regional Minimum Wage, the government must 

consider and include housing allowances. Thus, in the future, 

the Regional Minimum Wage will increase so that people's 

needs for housing will be met. This is in line with studies [52, 

55, 73-77] shows that the regional minimum wage affects on 

the purchasing power of low-income communities. 

 

6.3 The effect of costs of subsidized housing on the 

purchasing power of low-income communities  

 

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people by looking at the 

significance level of 0.000. This means that the higher the 

price of subsidized housing, the lower the purchasing power 

of low-income people. Price is an important supporting factor 

needed by subsidized housing competing with other products, 

where prices indicate that subsidized housing is easy to find 

and reach for all groups. When a subsidized house has a good 

price, of course, it will increase the purchasing power of 

subsidized houses. When the cost of producing houses rises, 

the government should increase the subsidization of houses, so 

that prices remain affordable. This is in line with studies by 

[14, 17, 21, 23, 28] shows that subsidized house prices affect 

the purchasing power of low-income people. 

 

6.4 The effect of inflation on the need to own a home  

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the need to own a 

home by looking at the significance level of 0.000. This means 

that the higher the inflation, the lower the need to own a house. 

In investment, the goods used to invest are very necessary. 

Inflation is a condition that causes prices to rise. This makes 

the economic situation reduce productive activities. Rising 

prices of building materials will cause building construction to 

cost a lot, so unstable inflation will affect investment in the 

property sector in the economy. The inflation rate can be used 

as an indicator to determine the economic conditions in an area. 

If inflation occurs, there will be an increase in the cost of 

producing goods, which will affect the investment climate and 

investment. This is in line with studies by [44-46, 70-72] 

shows that inflation affects the need to own a house. 

 



 

6.5 The effect of regional minimum wage on the need to 

own a home  

 

The results of the research hypothesis testing show that the 

Regional Minimum Wage has a significant positive effect on 

the Need to Own a Home by looking at the significance level 

of 0.000. The higher the regional minimum, the higher the 

need for home ownership. The relationship is directly 

proportional, so if there is an increase in income, then this will 

result in the demand for houses being better and actually 

increasing. The size of one's income affects one's purchasing 

power, including a house. The higher the income, the more 

diverse the desires of consumers. This is in line with studies 

[52, 55, 73-77] shows that the regional minimum affects on the 

need to own a house. 

 

6.6 The effect of costs of subsidized housing on the need to 

own a home  

 

The results of the research hypothesis testing show that 

subsidized housing prices significantly negatively affect the 

need to own a home by looking at the significance level of 

0.000. This means that the higher the price of subsidized 

housing, the lower the need to own a home. The development 

of the property sector can be seen from the movement of 

residential property prices. The trend of movement in 

residential property prices in Indonesia is reflected in the 

Residential Property Price Index. An increase in property 

prices will respond to an increase in demand. An increase in 

demand for credit will be followed by an increase in housing 

prices, as reflected in the Residential Property Price Index. 

Government subsidies, in addition to being given directly to 

house prices, should also be given to the price of construction 

materials. Thus inflation can still have a positive effect on the 

need to own a house. This is in line with studies [14, 17, 21, 

23, 28] shows that subsidized housing prices affect the need to 

own a home. 

 

6.7 The effect of the need to own a home on the purchasing 

power of low-income communities  

 

The results of the research hypothesis testing show that the 

need to own a house significantly positively affects the 

purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

need to own a house will increase the purchasing power of 

low-income people. Everyone, including low-income people, 

need the existence of decent housing. Home is a basic human 

need besides food and clothing. In general, the need for 

housing will be more difficult to fulfill than the fulfillment for 

clothing and food, which tend to be easier to obtain, especially 

for low-income communities. However, if people need houses 

more and more, it will motivate people to buy houses even 

though they have low incomes. The factor that causes low-

income people to buy houses is that people get convenience 

from the government and developers who provide subsidies to 

low-income people. While another factor because the house is 

a primary need of society. In order for the price of subsidized 

housing to remain stable, subsidies to house prices and 

subsidies to production material prices are increased. This will 

make the price of subsidized housing have a positive effect on 

the need to own a house. This is in line with studies [40, 42, 

49, 50, 61, 62] shows that subsidized house prices affect on the 

purchasing power of low-income people. 

6.8 The effect of inflation on the purchasing power of low-

income communities through the need to own a home  

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing power 

of low-income communities through the need to own a home 

by looking at the significance level of 0.000. This means that 

the higher the inflation, the lower the purchasing power of 

low-income people through the need to own a house. The 

increase in the prices of goods and services has caused the 

purchasing power of low-income people to fall. The declining 

purchasing power of low-income people will reduce the need 

for housing. Conversely, if there is deflation, it means that 

there has been a decrease in the prices of goods and services. 

The decline in the prices of these goods and services has 

increased the purchasing power of low-income earners. This 

increase in people's purchasing power will impact the housing 

needs of low-income people. In a crisis inflation is inevitable. 

But its impact can be minimized by keeping bank interest rates 

by way of subsidies stable. This is in line with studies [27, 31, 

78-80] shows that inflation affects the purchasing power of 

low-income people through the need to have a home. 

 

6.9 The effect of regional minimum wage on the 

purchasing power of low-income communities through the 

need to have a home  

 

The results of testing the research hypothesis using Smartpls 

show that the regional minimum wage significantly positively 

affects the purchasing power of low-income communities 

through the need to own a home by looking at the significance 

level of 0.000. This means that the higher the inflation, the 

purchasing power of low-income people will increase through 

the need to own a house. An increase in the wage rate can 

increase the demand for money with both transactional and 

speculative motives, so interest rates will also rise. Therefore, 

increasing the wage rate will increase the interest rate, 

assuming that the money supply remains stable. When there is 

an increase in interest rates, deposit and credit rates for 

subsidized mortgage loans also increase so that later these 

interest rates will affect the fluctuations in the purchasing 

power of low-income people through the need to own a home. 

This is in line with studies [30, 35, 80-83] show that the 

regional minimum wage affects on the purchasing power of 

low-income communities through the need to own a home. 

 

6.10 The effect of costs of subsidized housing on the 

purchasing power of low-income communities through the 

need to own a home  

 

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people through the need to 

own a house by looking at the significance level of 0.000. This 

means that the higher the price of subsidized housing, the 

lower the purchasing power of low-income people through the 

need to own a home. The public expects that the price of 

subsidized housing in Indonesia will increase in the future 

because the increase in housing demand/demand almost 

always exceeds the increase in housing supply. Subsidized 

house prices are considered relatively affordable by low-

income people with limited purchasing power, causing a low 

public response (in the form of buying subsidized houses) to 

the expectation that house prices will tend to increase in the 



 

future. In order to stabilize the price of subsidized housing, 

subsidies are not only given to the price, but also to the 

production materials or building materials. This is in line with 

studies [52, 84-89] shows that subsidized house prices affect 

the purchasing power of low-income people through the need 

to own a house. 

 

 

7. CONCLUSION 

 

The results showed that low-income people are influenced 

by inflation rates related to interest rates, regional minimum 

wages related to financial capability, and house prices set by 

the government. The results showed that the regional 

minimum wage has a significant positive effect on the 

purchasing power of low-income people in owning a house. 

This is because the greater the regional minimum wage, the 

greater the ability to pay subsidized housing installments for 

low-income people. This research illustrates that the higher the 

need to own a house, the higher the purchasing power of low-

income people because the population is increasing, so the 

need to have a place to live is also directly proportional. The 

results showed a significant negative effect between inflation 

and subsidized housing prices on the need to own a house and 

the purchasing power of low-income people. Meanwhile, 

inflation and regional minimum wage are factors that 

negatively affect the purchasing power of low-income people 

to own a house. Therefore, the government needs to control 

the impact caused by inflation in the form of rising bank 

interest rates by subsidizing it so that it remains stable. In the 

future, the government should include housing allowances in 

the minimum wage component. The government should not 

only subsidize house prices, but also production costs, so that 

the price of subsidized houses remains stable. 

The practical implication of this study is that it can 

contribute useful information relating to the effect of inflation, 

regional minimum wages, and subsidized house prices on the 

purchasing power of low-income communities with a need to 

own a house as an intervening variable. This study can also 

provide additional information for the government concerning 

providing low-cost, quality housing for low-income 

communities. This study has limitations that affect its results, 

namely the focus of the study, which is still focused on one 

type of house, namely subsidies. A suggestion for future 

researchers is to expand the types of housing provision, for 

example, commercial housing with low-interest rates. 

Furthermore, it is expected that future researchers will add 

more research samples years in order to be able to describe 

conditions more concretely. For example, it uses a range of 

research periods to several years for the research funders or the 

other parties contributing to research realization. 
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 This study aims to determine the effect of inflation, regional minimum wages, and subsidized 

housing costs on the purchasing power of low-income communities needing to own a home as 

an intervening variable. This study uses the Structural Equation Modeling (SEM) method to 

analyze the data from the districts of East Java, Indonesia. Broadly speaking, this study found 

that the higher the need to own a home, the higher the purchasing power of Low-Income 

Communities because the population is increasing, so the need to own a place to live is also 

directly proportional. The practical implication of this study is that it can contribute useful 

information relating to the effect of inflation, regional minimum wages, and subsidized house 

prices on the purchasing power of low-income communities with a need to own a house as an 

intervening variable. Therefore, the government needs to control the impact caused by inflation 

in the form of rising bank interest rates by subsidizing it so that it remains stable. In the future, 

the government should include housing allowances in the minimum wage component. The 

government should not only subsidize house prices, but also production costs, so that the price 

of subsidized houses remains stable.  
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1. INTRODUCTION 

 

Home is a primary need for humans [1]. Therefore, ideally 

every human being or every family should have a home [2]. 

However, from year to year house prices are increasing. This 

increase in house prices is not followed by an increase in 

people's income [3]. With the imbalance between housing 

needs and the low income of this community, developers will 

find it difficult to sell their products, on the other hand, people 

with low income will find it difficult to fulfill their primary 

needs in the form of a house [4]. 

In Quarter 2 2022, the property price index in East Java 

reached 100.2, up 4.4 points compared to 95.8 in Quarter 1 

2022. The quarter-on-quarter increase reached 4.7 percent [5]. 

In contrast, according to the Chairman of the DPP of the 

Association of Housing and Settlement Developers throughout 

Indonesia (Apersi) Eddy Ganefo, this decline in purchasing 

power has made commercial housing sales fall 75 percent [6]. 

In addition to the high price of housing, another factor that 

hinders home purchases is inflation. According to Indonesia's 

Finance Minister, Sri Mulyani Indrawati, with rising inflation, 

it will be increasingly difficult for low-income people to own 

a home. Of course there is a strong reason, because when there 

is inflation it will be followed by bank interest rates [7]. 

Regional Minimum Wage (UMR) is another factor that 

greatly affects the ability to buy a house. The higher the UMR 

in a region, the higher the ability of its people to buy a house. 

Standard house prices that are almost evenly distributed in 

East Java are not followed by the UMR. This has resulted in 

districts with low minimum wages, such as Situbondo 

Regency, where the minimum wage is very small, it is very 

difficult to match the ability of Mojokerto Regency, where the 

minimum wage is very large [8]. 

The hope of the community to be able to buy a house is with 

the subsidized housing program [9]. But in reality this 

subsidized house is also increasingly unbalanced by the basic 

price of the house. So that this subsidized house is still not 

affordable by low-income people. This is because the selling 

value or price of subsidized houses remains high. 

The above fact is in line with several studies [10-18] which 

state that Inflation, UMR, and Subsidized House Prices affect 

the Purchasing Power of Low-Income Communities. 

However, there is a research gap in research [19] showing the 

opposite result that Inflation, UMR, and Subsidized House 

Prices have no effect on the Purchasing Power of Low-Income 

Communities. 

This study contributes to the government's decision-making 

related to subsidized houses. Unstable world economic turmoil 

has resulted in recessions in several countries, including 

Indonesia. The recession has increased the government's basic 

inflation, making it more difficult for low-income people to 

own a home. Novelty in the study is the need to own a house 

as an intervening variable because the number of people's 

population in Indonesia is getting higher, so the need for 

housing is also increasing. In addition, based on the theory of 

national development, there is a government obligation to 

facilitate the community in obtaining a sense of security to 

live. The launch of subsidized houses is a tangible 

manifestation of the government's seriousness in providing 

convenience, especially for low-income people in owning 

private houses.  

From the description above, the following research 

questions can be formulated (1) Does Inflation affect the 

purchasing power of low-income people? (2) Does the 

Regional Minimum Wage affect the Purchasing Power of 

Low-Income People? (3) Does the Price of Subsidized Houses 
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affect the Purchasing Power of Low-Income People? (4) Does 

Inflation affect the Need to Own a House? (5) Does the 

Regional Minimum Wage affect the Need to Own a House? 

(7) Does the need to own a house affect the purchasing power 

of low-income people? (8) Does Inflation affect the 

Purchasing Power of Low-Income People through the Need to 

Own a House? (6) Does the price of subsidized housing affect 

the need to own a house? (7) Does the need to own a house 

affect the purchasing power of low-income people? (8) Does 

inflation affect the purchasing power of low-income people 

through the need to own a house? (9) Does the regional 

minimum wage affect the purchasing power of low-income 

people through the need to own a house? (10) Does the price 

of subsidized housing affect the purchasing power of low-

income people through the need to own a house? 

 

 

2. LITERATURE REVIEW 
 

The theory of economic development is seen as a 

multidimensional process that involves various fundamental 

changes in social structures, attitudes of society, and national 

institutions, as well as accelerated growth, reduction of 

inequality, and overcoming poverty. In essence, development 

reflects a complete change in the social system according to 

various basic needs and efforts to foster the aspirations of 

individuals and social groups in the system. In the early stages 

of economic development, according to them, the relatively 

large ratio of government expenditures to national income. 

The initial stage of the government must provide various 

facilities and infrastructure. In the middle stage of economic 

development, government investment is still needed to spur 

growth to take off [20-24].  

Inflation is the tendency of prices to rise generally and 

continuously. An increase in the price of one or two goods 

alone is not called inflation unless the increase extends to (or 

results in an increase in) a large part of the price of other goods. 

Inflation can be divided into two types based on the factors 

that give rise to it. Inflation occurs as a result of the level of 

the economy reaching the level of full labor unemployment 

and rapid economic growth [25]. Inflation occurs due to an 

increase in production costs [26-30]. 

Wages are something that is obtained by labor as a form of 

exchange for services that have been provided to the company. 

The minimum wage, as regulated in government regulations 

No. 8 / 1981, is a wage set at the regional, sectoral, and 

subsectoral minimum. In this case, the minimum wage is the 

basic wage and benefits. The minimum basic wage is a 

minimally regulated basic wage both regionally, sectorally, 

and sub-sectorally. Meanwhile, government regulations that 

clearly regulated only the basic wage and do not include 

benefits [31-35]. 

Several terms can express prices or costs, for example, rates, 

rent, interest, premiums, commissions, wages, salaries, etc. 

From a marketing point of view, a price is a monetary unit or 

another measure (including goods and services) exchanged for 

the right of ownership or use of a good or service. Price is the 

only element of the marketing mix that provides income for 

the company, while the other three elements are (product, 

distribution, and promotion) causing costs (expenses). Price is 

an important point in determining a company's marketing 

strategy because the price has a great influence on consumers' 

purchasing power [36-40]. 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012 article 1, a house 

is a building that functions as a livable residence, a means of 

family development, a reflection of the dignity and dignity of 

its occupancy and assets for its owner. A house is not only a 

building (structural) but also a place of residence that meets 

the requirements of a decent life, viewed from various aspects 

of people's lives. Home is understandable as a refuge to enjoy 

life, rest, and revel with the family. The house's inhabitants get 

the first impression of their life in this world. The house must 

guarantee the interests of the family, that is, to growth, give 

the possibility to live in association with its neighbors, and 

more than that; the house must give tranquility, pleasure, 

happiness, and comfort to all events of its life [41-46]. 

The ability to purchase power can be summed up as the 

capacity of consumers to buy the number of goods requested 

in a market with a price level at a certain income and in a 

certain period. Consumers with low purchasing power or 

relatively small incomes will tend to consume relatively cheap 

products with relatively small amounts in order to meet their 

needs due to their resources. The government has sought to 

obtain credit with a relatively cheap Inflation rate from the 

Bank. Then the cost of taking care of a very simple house 

certificate has been arranged according to the housing 

developer. To increase public affordability, the government 

and banks have made policies to help low-income people by 

providing subsidies for Home Ownership Credit Inflation [47-

52].  

 

 

3. HYPOTHESES DEVELOPMENT 
 

In this study, ten hypotheses will be developed. The 

development of this hypothesis is based on the relationship 

that occurs between variables. The relationship between these 

variables can be seen in Figure 1. 
 

3.1 The effect of inflation on the purchasing power of low-

income communities 

 

High inflation will be a burden for all parties. With the 

regional minimum wage, the purchasing power of a currency 

becomes lower or decreases. With the decline in the 

purchasing power of currencies, people's ability to meet their 

living needs, goods, and services, will be lower. The unstable 

pace of the regional minimum wage will make planning 

difficult for the business world, not encourage people to save 

and invest, hinder development planning by the government, 

change the structure of the state budget and regional budget, 

and various other negative impacts that are not conducive to 

the overall economy. The result of the studys [41, 43, 53-55] 

shows that inflation affects the purchasing power of low-

income people, thus, 

The first hypothesis, H0: Inflation does not affect the 

purchasing power of low-income people, and H1: Inflation 

does not affect the purchasing power of low-income people. 

 

3.2 The effect of regional minimum wage on the 

purchasing power of low-income communities 

 

The demand for an increase in the minimum wage for each 

district every year is intended to improve the welfare of the 

workers. However, for companies, it is the opposite because if 

the minimum wage increases, the production costs incurred are 

quite high, so there can be inefficiencies in the company, and 



 

they will take policies to reduce the number of workers to 

increase the number of unemployed. The level of wages is also 

called the average level of work generally accepted in society 

for all kinds of work. The wage rate can be considered by the 

hour, day, week, month, or year. The result of the studies [56-

60] shows that the regional minimum wage affects purchasing 

power of low-income people. Thus, 

The second hypothesis, H0: Regional Minimum Wage does not 

affect the Purchasing Power of Low-Income Communities, 

and H1: Regional Minimum Wage affects the Purchasing 

Power of Low-Income Communities. 

 

3.3 The effect of the cost of subsidized housing on the 

purchasing power of low-income communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants, and an asset for the owner. The price of subsidized 

housing is also regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of the studies [40, 42, 49, 50, 61, 62] shows 

that subsidized house prices affect the purchasing power of 

low-income people. Thus, 

The third hypothesis is H0: The price of subsidized housing 

does not affect the purchasing power of low-income people, 

and H1: The price of subsidized housing affects the purchasing 

power of low-income people. 

 

3.4 The effect of inflation on the need to own a home 

 

Inflation is the increase in prices generally prevailing in an 

economy from one period to another. Inflation can be 

considered a monetary phenomenon due to a decrease in the 

value of the monetary calculation unit of a commodity. Several 

adverse impacts arise from inflation, including declining 

economic activity, declining levels of people's prosperity, 

declining real income of people with fixed incomes, reducing 

the value of wealth in the form of money, and worsening the 

division of wealth. The result of the study by [41, 43, 53-55] 

shows that inflation affects the need to own a house. Therefore, 

The fourth hypothesis, H0: Inflation has no effect on the need 

to own a house, and H1: Inflation affects the need to own a 

house. 

 

3.5 The effect of the regional minimum wage on the need 

to own a home 

 

One of the factors of subsidized housing purchase decisions 

is income. The high income owned by consumers will have an 

impact on the desire to own a home that can support their 

prestige and personal interests in the present and the future. 

Besides, ability in terms of income is also one of the main 

factors that can make consumers buy a house in cash or credit. 

The result of the studies [56-60] shows that the regional 

minimum wage affects the need to have a home. Thus, 

The fifth hypothesis, H0: Regional Minimum Wage does not 

affect the need to own a house, and H1: Regional Minimum 

Wage affects the need to own a house. 

 

3.6 The Effect of the Cost of Subsidized Housing on the 

Need to Own a Home 

 

Price is the only element in the marketing mix that generates 

sales revenue. In large companies, pricing is usually handled 

by divisional or product line managers. However, top 

management still sets goals and general policies regarding 

selling prices and often approves price proposals submitted by 

managers. The result of the studies [40, 42, 49, 50, 61, 62] 

shows that subsidized housing prices affect the need to own a 

home. Therefore, 

The sixth hypothesis, H0: The price of subsidized housing does 

not affect the need to own a house, and H1: The price of 

subsidized housing affects the need to own a house. 

 

3.7 The Effect of the Need to Own a Home on the 

Purchasing Power of Low-Income Communities 

 

Based on the Regulation of the Minister of Public Housing 

of the Republic of Indonesia no. 10 of 2012, article 1 house is 

a building that functions as a livable place to live in, a family 

development facility, a reflection of the dignity of its 

occupants and an asset for the owner. The price of subsidized 

housing is regulated through Public Works and Human 

Settlements Ministerial Decree No. 242/KPTS/M/2020 

concerning subsidized housing prices adjusted to the region. 

For the Java region, the price of subsidized housing is set at 

only Rp. 150.5 million, Jabodetabek Rp. 168 million. Other 

areas, Sumatra Rp. 150.5 million, Bangka Belitung Rp. 156.5 

million, Maluku Rp. 168 million to Papua priced at Rp. 219 

million. The result of a studies [40, 42, 49, 50, 61, 62] shows 

that subsidized house prices affect on the purchasing power of 

low-income people. Thus, 

The seventh hypothesis, H0: The price of subsidized housing 

affects the purchasing power of low-income people, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people. 

 

3.8 The Effect of Inflation on the Purchasing Power of 

Low-Income communities through Stock Returns as an 

Intervening variable 

 

Inflation is a huge economic problem, especially for 

developing countries. The source of inflation in developing 

countries comes from several factors, such as the government 

budget deficit, which then has an impact on increasing the 

money supply. Judging from the main factors that cause 

inflation, inflation can be caused by the demand side, supply 

side, expectations, or a combination of these three factors. The 

increase in prices for goods and services continuously impacts 

a decrease in the value of a country's currency. It causes the 

purchasing power of money to become weaker. The result of 

the studies [12, 24, 38, 46, 47] shows that inflation affects the 

purchasing power of low-income people through return on 

shares as an intervening variable. Thus, 

The eighth hypothesis, H0: Inflation does not affect the 

Purchasing Power of Low-Income Communities through the 

Need to Own a House as an Intervening variable, and H1: 

Inflation affects the Purchasing Power of Low-Income 

Communities through the Need to Own a House as an 

Intervening variable. 

 



 

3.9 The Effect of the Regional Minimum Wage on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

 

According to Article 23, paragraphs (1) and (2) of 

Government Regulation 36 of 2021 concerning Wages, the 

minimum wage is the lowest monthly wage, consisting of 

basic wages and non-fixed allowances. The basic wage is at 

least equal to the minimum wage. The minimum wage is 

determined based on economic and employment conditions; in 

other words, it is no longer based on decent living needs. The 

result of the studies [19, 22, 39, 63, 64] shows that the regional 

minimum wage affects the purchasing power of low-income 

communities through return on the stock as an intervening 

variable. Thus, 

The ninth hypothesis, H0: UMR does not affect the purchasing 

power of low-income people through the need to own a house 

as an intervening variable, and H1: UMR affects the 

purchasing power of low-income people through the need to 

own a house as an intervening variable. 

 

3.10 The Effect of the Cost of Subsidized Housing on the 

Purchasing Power of Low-Income Communities through 

the Need to Own a Home as an Intervening variable 

 

The Modest Subsidized Housing Development Program 

was established to expand opportunities for people to obtain 

housing and reduce social inequality because the price is 

adjusted to the purchasing power of some low-income groups. 

The size of a very simple house has been regulated in the 

Regulation of the State Minister for Public Housing Number 

07/PERMEN/M/2008. Result of studies [15, 44, 45, 48, 65-67] 

shows that subsidized house prices affect the purchasing 

power of low-income people through the need to own a house 

as an intervening variable. Therefore, 

Tenth hypothesis: H0: The price of subsidized housing does 

not affect the purchasing power of low-income people through 

the need to own a house as an intervening variable, and H1: 

The price of subsidized housing affects the purchasing power 

of low-income people through the need to own a house as an 

intervening variable.

 
 

Figure 1. Conceptual framework 

 

 

4. RESEARCH METHODS  
 

The population in this study is cities in East Java Province 

in 2022. The Saturated Sample method/Census Method is used 

in taking the sample. It is a technique for determining a sample 

with all members of the population selected as the sample [68]. 

The reason for using this method is that there are 38 

regencies/cities in East Java Province.  

a. Inflation 

The following formula is used to measure inflation: 

 

Inflation rate = Inflation – Inflation-1 (1) 

 

b. Regional Minimum Wage (RMW) 

The following formula is used to measure Regional 

Minimum Wage: 

 

RMW = RMW t – RMW t-1 (2) 

c. Costs of Subsidized Housing 

The following formula is used to measure the Costs of 

Subsidized Housing: 

 

HRS = HRSt – HRSt-1 (3) 

 

d. A Need to Own a Home 

The formula used to measure the variable “A need to own 

a home” is the Distribution of Household Percentage 

According to Regency/ City and the Status of Ownership 

of Residential Buildings in East Java Province, as follows: 

 

Home Status= Home Statust – Home Statust-1 (4) 

 

e. Purchasing Power of Low-Income Communities 

The formula used to measure the variable Purchasing 

Power of Low-Income People is as follows: 



 

Purchasing Power Index= Purchasing Power Index 

– Purchasing Power Index-1 
(5) 

 

The data analysis technique used in this study is structural 

equation modeling (SEM) analysis. SEM is used to cover the 

regression's weaknesses [69]. 

 

 

5. RESULTS  

 

East Java Province is one of the centers of economic growth 

with a fairly high population in Indonesia, where the 

population has increased yearly. This increase in population 

growth has stimulated the growth of housing construction in 

East Java Province, especially small types with subsidized 

facilities, which can be seen from the increasing number of 

developers in East Java Province, totaling 32 developers who 

are members of the East Java REI association, the Jember 

Commissariat. The City Planning System implemented in East 

Java Province provides many opportunities for developers to 

work together to build properties, in this case, houses. This 

development makes it easier for people to find a place to live. 

Therefore, a consumer must be selective in choosing a 

developer. The need for housing is, of course, inseparable 

from the trend of population growth and the provision of 

housing based on the number of houses. Development 

progress (economic) of East Java Province is a relatively high 

growth rate, where in 2021 it will reach 3.61% and in 2022 it 

will reach 5.58% so that the average is above national growth. 

After analyzing the research data, the next stage is to 

process descriptive statistical data of research variables. The 

results of the descriptive statistical data processing of research 

variables appear in Table 1. 

The inflation variable shows an average value (mean) of 

0.62. The lowest value of inflation is -0.16, and the highest is 

1.44. The standard deviation is 0.43. The regional minimum 

wage variable shows an average value (mean) of 2,501,048. 

The lowest value of the regional minimum wage variable is 

1,850,671, and the highest value is 4,375,479. The standard 

deviation is 805,140. The Subsidized House Price variable 

shows an average value (mean) of 149,289,474. The lowest 

value of the subsidized house price variable is 140,000,000, 

and the highest is 150,500,000. The standard deviation is 

3,008,168. The variable needs to own a house shows an 

average value (mean) of 5.11. The lowest value of the Need to 

have a Home variable is 0.29, and the highest is 31.74. The 

standard deviation is 6.88. The purchasing power variable of 

low-income communities shows an average value (mean) of 

0.74. The lowest value of the low-income people's purchasing 

power variable is 0.66, and the highest value is 0.88. The 

standard deviation is 0.06. 

The discriminant validity test uses the cross-loading value. 

An indicator is declared to meet discriminant validity if the 

indicator's cross-loading value on the variable is the largest 

compared to other variables. 

 

Table 1. Descriptive statistical results 

 

Description Inflation 

Regional 

Minimum 

Wage 

Subsidized 

House Prices 

The Need to 

Own a Home 

Purchasing Power of 

Low-Income People 

Min -0.16 1,850,671 140,000,000 0.29 0.66 

Max 1.44 4,375,479 150,500,000 31.74 0.88 

Mean 0.62 2,501,048 149,289,474 5.11 0.74 

Std.Dev 0.43 805,140 3,008,168 6.88 0.06 
Source: Processed in 2022 

 

Based on the data presented in Table 2, it can be seen that 

each indicator in the research variable has a cross-loading 

value > Rtable. Based on the results obtained, the variables 

used in this study already have good discriminant validity in 

compiling their respective variables. 

The reliability test with the composite reliability above can 

be strengthened by using the Cronbach alpha value if the 

Cronbach alpha value is > 0.7. The following is the Cronbach 

alpha value of each variable. 

 

Table 2. Discriminant validity 

 

Variable 

Cross-

Loading 

Value 

Rtable Description 

Inflation (X1) 1.000 0.266 Valid 

Regional minimum 

wage (X2) 
1.000 0.266 Valid 

Subsidized house prices 

(X3) 
1.000 0.266 Valid 

The need to have a 

home (Z) 
1.000 0.266 Valid 

Purchasing power of 

low-income people (Y) 
1.000 0.266 Valid 

Source: Processed in 2022 
 

Table 3. Reliability test result  

 
Variable Cronbach Alpha 

Inflation (X1) 1.000 

Regional minimum wage (X2) 1.000 

Subsidized house prices (X3) 1.000 

The need to have a home (Z) 1.000 

Purchasing power of low-income people (Y) 1.000 
Source: Processed Data, 2022 

 

Based on the data presented in Table 3, it can be seen that 

the Cronbach alpha value of each research variable is > 0.7. 

Thus these results indicate that each research variable has met 

the requirements for the Cronbach alpha value, so it can be 

concluded that all variables have a high level of reliability. 

A multicollinearity test was conducted to determine the 

relationship between indicators. To find out whether formative 

indicators experience multicollinearity by knowing the VIF 

value. If VIF values are between 5 and 10, the indicator does 

not have multicollinearity. The following are the results of the 

multicollinearity test for each of the variables in this study. 

Based on Table 4, the results of the multicollinearity test 

show that the VIF value is below 10. Therefore, there is no 

multicollinearity for each of the research variables. 

 

 



 

Table 4. Variance inflation factors 

 
Variable VIF 

Inflation (X1) 1.195 

Regional minimum wage (X2) 1.307 

Subsidized house prices (X3) 1.270 

The need to have a home (Z) 1.316 
Source: Processed Data, 2022 

 

Based on the data processing, the results can be used to 

answer the hypothesis in this study. Hypothesis testing in this 

study was carried out by looking at the T-Statistics values and 

P-Values. The research hypothesis can be stated to reject the 

Null Hypothesis (H0) if the P-Values value <0.05. The 

following are the results of hypothesis testing obtained in this 

study through the inner model. 

From the results of the research hypothesis testing model, it 

can be seen the direct influence and indirect influence of the 

relationship between variables. 

The results of testing the direct influence of relationships 

between variables can be seen in the following Table 5.  

Based on the direct influence testing from Figure 2 and 

Table 5, it can be seen that the path coefficient of inflation on 

the purchasing power of low-income people is β = -0.224, 

which is negative. H0 is rejected because the p-values are less 

than 0.05, namely 0.000 so that H1 is accepted, which means 

that it shows a significant effect. So based on the calculated 

value of path coefficients and p-values on the influence 

relationship between variables, inflation has a significant 

negative effect on the purchasing power of low-income 

communities. 

 

 
 

Figure 2. Test result  

 

 

Table 5. Influence between variables 

 

Variable 
Path 

Coefficients 

P-

value 
Result 

Inflation – Purchasing power of low-income people -0.224 0.000 Significant 

Inflation – The need to have a home -0.227 0.000 Significant 

Regional minimum wage – Purchasing power of low-income people 0.191 0.000 Significant 

Regional minimum wage – The need to have a home 0.393 0.000 Significant 

Subsidized house prices – Purchasing power of low-income people -0.027 0.000 Significant 

Subsidized house prices – The need to have a home -0.159 0.000 Significant 

The need to have a home – Purchasing power of low-income people 0.763 0.000 Significant 

Inflation – The need to have a home – purchasing power of low-income people -0.173 0.000 Significant 

Regional minimum wage – The need to have a home – purchasing power of low-income 

people 
0.300 0.000 Significant 

Subsidized house prices – The need to have a home – purchasing power of low-income people -0.122 0.000 Significant 
Source: Processed Data, 2022 

 

The value of the path coefficients of inflation on the need to 

own a house is β = -0.227, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

inflation significantly negatively affects the need to own a 

house. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities is β = 

0.191, which is positive. H0 is rejected because the p-values 

are less than 0.05, namely 0.000 so that H1 is accepted, which 

means that it shows a significant effect. So, based on the 

calculated value of path coefficients and p-values on the 

influence relationship between variables, the regional 

minimum wage significantly positively affects the purchasing 

power of low-income communities. 

The path coefficients of the regional minimum wage on the 

need to own a house are β = 0.393, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 0.000 

so that H1 is accepted, which means that it shows a significant 

effect. So, based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

the regional minimum wage significantly positively affects the 

need to own a house. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people are β = -0.027, which 

is negative. H0 is rejected because the p-values are less than 

0.05, namely 0.000 so that H1 is accepted, which means that it 

shows a significant effect. So based on the calculated value of 

path coefficients and p-values on the influence relationship 

between variables, subsidized house prices significantly 

negatively affect the purchasing power of low-income 

communities. 

The path coefficients of subsidized house prices for the need 

to own a house are β = -0.159, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 

need to own a home. 

The value of the path coefficients of the need to own a house 

on the purchasing power of low-income people is β = 0.763, 

which is positive. H0 is rejected because the p-values are less 

than 0.05, namely 0.000 so that H1 is accepted, which means 



 

that it shows a significant effect. So based on the calculated 

values of path coefficients and p-values on the influence 

relationship between variables, the need to own a house 

significantly positively affect the purchasing power of low-

income communities. 

The value of the path coefficients of inflation on the 

purchasing power of low-income people through the need to 

own a house is β = -0.173, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

inflation has a significant negative effect on the purchasing 

power of low-income communities through the need to own a 

home. 

The value of the regional minimum wage path coefficients 

on the purchasing power of low-income communities through 

the need to own a home is β = 0.300, which is positive. H0 is 

rejected because the p-values are less than 0.05, namely 0.000 

so that H1 is accepted, which means that it shows a significant 

effect. So based on the calculated value of path coefficients 

and p-values on the influence relationship between variables, 

the regional minimum wage has a significant positive effect on 

the purchasing power of low-income communities through the 

need to own a home. 

The path coefficients of subsidized house prices on the 

purchasing power of low-income people through the need to 

own a house are β = -0.122, which is negative. H0 is rejected 

because the p-values are less than 0.05, namely 0.000 so that 

H1 is accepted, which means that it shows a significant effect. 

So, based on the calculated value of path coefficients and p-

values on the influence relationship between variables, 

subsidized house prices significantly negatively affect the 

purchasing power of low-income communities through the 

need to own a home. 

 

 

6. DISCUSSION 

 

6.1 The effect of inflation on the purchasing power of low-

income communities 

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing power 

of low-income people by looking at the significance level of 

0.000. This means that the higher the inflation, the lower the 

purchasing power of low-income people. High inflation can 

weaken the economy, increase production costs, reduce 

investment levels, and reduce the purchasing power of people 

owning subsidized housing. Developers can benefit from 

inflation. This is achieved if the income earned is higher than 

production costs. Inflation has a negative effect on people's 

welfare because inflation affects the prices of people's needs. 

Inflation that occurs when income is fixed or even decreases 

will cause the purchase of subsidized housing to decrease. 

Inflation is usually followed by an increase in bank interest 

rates. This can cause home installments to rise, resulting in 

payment defaults. Therefore, people with low income will 

rethink buying a house. Likewise, banks will find it difficult to 

provide mortgages to buyers, especially those with low 

incomes. Therefore, the government must control inflation and 

the increase in bank interest rates. This can be done by 

subsidizing bank interest rates, so that they are stable. This is 

in line with studies [44-46, 70-72] shows that inflation affects 

the purchasing power of low-income people. 

 

6.2 The effect of regional minimum wage on the 

purchasing power of low-income communities 

 

The results of the research hypothesis testing show that the 

regional minimum wage significantly positively affects the 

purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

regional minimum wage will increase the purchasing power of 

low-income communities. The regional minimum wage rate 

increase also means that workers' income has increased. 

Increased income, in turn, will increase the purchasing power 

of subsidized housing. According to the quantity theory, a 1 

percent increase in the money growth rate causes a 1 percent 

increase in the inflation rate. According to Fisher's model 

theory, a 1 percent increase in the inflation rate causes, in turn, 

a 1 percent increase in the nominal interest rate. Therefore, in 

setting the Regional Minimum Wage, the government must 

consider and include housing allowances. Thus, in the future, 

the Regional Minimum Wage will increase so that people's 

needs for housing will be met. This is in line with studies [52, 

55, 73-77] shows that the regional minimum wage affects on 

the purchasing power of low-income communities. 

 

6.3 The effect of costs of subsidized housing on the 

purchasing power of low-income communities  

 

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people by looking at the 

significance level of 0.000. This means that the higher the 

price of subsidized housing, the lower the purchasing power 

of low-income people. Price is an important supporting factor 

needed by subsidized housing competing with other products, 

where prices indicate that subsidized housing is easy to find 

and reach for all groups. When a subsidized house has a good 

price, of course, it will increase the purchasing power of 

subsidized houses. When the cost of producing houses rises, 

the government should increase the subsidization of houses, so 

that prices remain affordable. This is in line with studies by 

[14, 17, 21, 23, 28] shows that subsidized house prices affect 

the purchasing power of low-income people. 

 

6.4 The effect of inflation on the need to own a home  

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the need to own a 

home by looking at the significance level of 0.000. This means 

that the higher the inflation, the lower the need to own a house. 

In investment, the goods used to invest are very necessary. 

Inflation is a condition that causes prices to rise. This makes 

the economic situation reduce productive activities. Rising 

prices of building materials will cause building construction to 

cost a lot, so unstable inflation will affect investment in the 

property sector in the economy. The inflation rate can be used 

as an indicator to determine the economic conditions in an area. 

If inflation occurs, there will be an increase in the cost of 

producing goods, which will affect the investment climate and 

investment. This is in line with studies by [44-46, 70-72] 

shows that inflation affects the need to own a house. 

 



 

6.5 The effect of regional minimum wage on the need to 

own a home  

 

The results of the research hypothesis testing show that the 

Regional Minimum Wage has a significant positive effect on 

the Need to Own a Home by looking at the significance level 

of 0.000. The higher the regional minimum, the higher the 

need for home ownership. The relationship is directly 

proportional, so if there is an increase in income, then this will 

result in the demand for houses being better and actually 

increasing. The size of one's income affects one's purchasing 

power, including a house. The higher the income, the more 

diverse the desires of consumers. This is in line with studies 

[52, 55, 73-77] shows that the regional minimum affects on the 

need to own a house. 

 

6.6 The effect of costs of subsidized housing on the need to 

own a home  

 

The results of the research hypothesis testing show that 

subsidized housing prices significantly negatively affect the 

need to own a home by looking at the significance level of 

0.000. This means that the higher the price of subsidized 

housing, the lower the need to own a home. The development 

of the property sector can be seen from the movement of 

residential property prices. The trend of movement in 

residential property prices in Indonesia is reflected in the 

Residential Property Price Index. An increase in property 

prices will respond to an increase in demand. An increase in 

demand for credit will be followed by an increase in housing 

prices, as reflected in the Residential Property Price Index. 

Government subsidies, in addition to being given directly to 

house prices, should also be given to the price of construction 

materials. Thus inflation can still have a positive effect on the 

need to own a house. This is in line with studies [14, 17, 21, 

23, 28] shows that subsidized housing prices affect the need to 

own a home. 

 

6.7 The effect of the need to own a home on the purchasing 

power of low-income communities  

 

The results of the research hypothesis testing show that the 

need to own a house significantly positively affects the 

purchasing power of low-income communities by looking at 

the significance level of 0.000. This means that the higher the 

need to own a house will increase the purchasing power of 

low-income people. Everyone, including low-income people, 

need the existence of decent housing. Home is a basic human 

need besides food and clothing. In general, the need for 

housing will be more difficult to fulfill than the fulfillment for 

clothing and food, which tend to be easier to obtain, especially 

for low-income communities. However, if people need houses 

more and more, it will motivate people to buy houses even 

though they have low incomes. The factor that causes low-

income people to buy houses is that people get convenience 

from the government and developers who provide subsidies to 

low-income people. While another factor because the house is 

a primary need of society. In order for the price of subsidized 

housing to remain stable, subsidies to house prices and 

subsidies to production material prices are increased. This will 

make the price of subsidized housing have a positive effect on 

the need to own a house. This is in line with studies [40, 42, 

49, 50, 61, 62] shows that subsidized house prices affect on the 

purchasing power of low-income people. 

6.8 The effect of inflation on the purchasing power of low-

income communities through the need to own a home  

 

The results of the research hypothesis testing show that 

inflation significantly negatively affects the purchasing power 

of low-income communities through the need to own a home 

by looking at the significance level of 0.000. This means that 

the higher the inflation, the lower the purchasing power of 

low-income people through the need to own a house. The 

increase in the prices of goods and services has caused the 

purchasing power of low-income people to fall. The declining 

purchasing power of low-income people will reduce the need 

for housing. Conversely, if there is deflation, it means that 

there has been a decrease in the prices of goods and services. 

The decline in the prices of these goods and services has 

increased the purchasing power of low-income earners. This 

increase in people's purchasing power will impact the housing 

needs of low-income people. In a crisis inflation is inevitable. 

But its impact can be minimized by keeping bank interest rates 

by way of subsidies stable. This is in line with studies [27, 31, 

78-80] shows that inflation affects the purchasing power of 

low-income people through the need to have a home. 

 

6.9 The effect of regional minimum wage on the 

purchasing power of low-income communities through the 

need to have a home  

 

The results of testing the research hypothesis using Smartpls 

show that the regional minimum wage significantly positively 

affects the purchasing power of low-income communities 

through the need to own a home by looking at the significance 

level of 0.000. This means that the higher the inflation, the 

purchasing power of low-income people will increase through 

the need to own a house. An increase in the wage rate can 

increase the demand for money with both transactional and 

speculative motives, so interest rates will also rise. Therefore, 

increasing the wage rate will increase the interest rate, 

assuming that the money supply remains stable. When there is 

an increase in interest rates, deposit and credit rates for 

subsidized mortgage loans also increase so that later these 

interest rates will affect the fluctuations in the purchasing 

power of low-income people through the need to own a home. 

This is in line with studies [30, 35, 80-83] show that the 

regional minimum wage affects on the purchasing power of 

low-income communities through the need to own a home. 

 

6.10 The effect of costs of subsidized housing on the 

purchasing power of low-income communities through the 

need to own a home  

 

The results of the research hypothesis testing show that 

subsidized house prices significantly negatively affect the 

purchasing power of low-income people through the need to 

own a house by looking at the significance level of 0.000. This 

means that the higher the price of subsidized housing, the 

lower the purchasing power of low-income people through the 

need to own a home. The public expects that the price of 

subsidized housing in Indonesia will increase in the future 

because the increase in housing demand/demand almost 

always exceeds the increase in housing supply. Subsidized 

house prices are considered relatively affordable by low-

income people with limited purchasing power, causing a low 

public response (in the form of buying subsidized houses) to 

the expectation that house prices will tend to increase in the 



 

future. In order to stabilize the price of subsidized housing, 

subsidies are not only given to the price, but also to the 

production materials or building materials. This is in line with 

studies [52, 84-89] shows that subsidized house prices affect 

the purchasing power of low-income people through the need 

to own a house. 

 

 

7. CONCLUSION 

 

The results showed that low-income people are influenced 

by inflation rates related to interest rates, regional minimum 

wages related to financial capability, and house prices set by 

the government. The results showed that the regional 

minimum wage has a significant positive effect on the 

purchasing power of low-income people in owning a house. 

This is because the greater the regional minimum wage, the 

greater the ability to pay subsidized housing installments for 

low-income people. This research illustrates that the higher the 

need to own a house, the higher the purchasing power of low-

income people because the population is increasing, so the 

need to have a place to live is also directly proportional. The 

results showed a significant negative effect between inflation 

and subsidized housing prices on the need to own a house and 

the purchasing power of low-income people. Meanwhile, 

inflation and regional minimum wage are factors that 

negatively affect the purchasing power of low-income people 

to own a house. Therefore, the government needs to control 

the impact caused by inflation in the form of rising bank 

interest rates by subsidizing it so that it remains stable. In the 

future, the government should include housing allowances in 

the minimum wage component. The government should not 

only subsidize house prices, but also production costs, so that 

the price of subsidized houses remains stable. 

The practical implication of this study is that it can 

contribute useful information relating to the effect of inflation, 

regional minimum wages, and subsidized house prices on the 

purchasing power of low-income communities with a need to 

own a house as an intervening variable. This study can also 

provide additional information for the government concerning 

providing low-cost, quality housing for low-income 

communities. This study has limitations that affect its results, 

namely the focus of the study, which is still focused on one 

type of house, namely subsidies. A suggestion for future 

researchers is to expand the types of housing provision, for 

example, commercial housing with low-interest rates. 

Furthermore, it is expected that future researchers will add 

more research samples years in order to be able to describe 

conditions more concretely. For example, it uses a range of 

research periods to several years for the research funders or the 

other parties contributing to research realization. 
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