Edukasi Islami: Jurnal Pendidikan Islam, VOL.: 09/NO: 02 Agustus 2020 P-ISSN: 2614-4018
DOI : 10.30868/ei.v9i02.4413 E-ISSN: 2614-8846

THE INFLUENCE OF SOCIAL CAPITAL, HUMAN CAPITAL, AND NATURAL
CAPITAL ON ECONOMIC GROWTH AND COMMUNITY WELFARE

M Amin

Institut Pemerintahan Dalam Negeri
Korespondensi: aminlombok77@gmail.com

ABSTRACT

Research conducted in West Nusa Tenggara using the Solow Development Theory to
link the variables of social capital, human capital, and natural capital to economic
development and people's welfare found that social capital had a significant effect on
economic development and people's welfare. Then the research results can provide
an answer about the level of people's welfare in West Nusa Tenggara Province,
which is still below the national average. Based on the research results, it can be
denied that a social capital-based economic growth management policy is needed to
improve the welfare of the people in West Nusa Tenggara. Then these actions must be
taken because economic growth is a good intervention variable for social capital.
Also, it is necessary to consider the regional government so that the management of
the financial area is based on economic growth, which is necessary for the welfare of
the people in West Nusa Tenggara.
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ABSTRAK

Penelitian yang dilakukan di Nusa Tenggara Barat dengan menggunakan Teori
Pembangunan Solow, untuk menghubungkan variabel modal sosial, modal manusia,
dan modal alam terhadap pembangunan ekonomi dan kesejahteraan masyarakat,
ditemukan bahwa modal sosial berpengaruh signifikan terhadap pembangunan
ekonomi dan kesejahteraan masyarakat. Maka hasil penelitian tersebut dapat
memberikan jawaban tentang fenomena tingkat kesejahteraan masyarakat di Provinsi
Nusa Tenggara Barat yang saat ini masih berada di bawah rata-rata nasional.
Berdasarkan hasil penelitian dapat dipungkiri bahwa untuk meningkatkan
kesejahteraan masyarakat di Nusa Tenggara Barat diperlukan kebijakan pengelolaan
pertumbuhan ekonomi berbasis modal sosial. Maka tindakan tersebut harus dilakukan
karena pertumbuhan ekonomi merupakan variabel intervensi yang baik bagi modal
sosial. Juga perlu diperhatikan pemerintah daerah agar pengelolaan keuangan daerah
didasarkan pada pertumbuhan ekonomi yang diperlukan untuk kesejahteraan
masyarakat di Nusa Tenggara Barat.

Kata kunci: Modal Sosial, Modal Manusia, Modal Alam, Dan Ekonomi
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A. INTRODUCTION

Introduction Human capital is one of the development potentials that comes from the
human element. The level of health, level of education completed, skills possessed, number,
and gender are human capital. The use of human resources in its implementation and role
must be viewed from both economic and non-economic aspects because humans are the main
actors in the development process (Soetomo, 2009: 193-194). Based on this description, it
can be said that human capital in development has a very important meaning because, in
addition to having the potential to be mobilized to accelerate development, high human
capital will be easier to empower in its relevance as actors and drivers of development.

Furthermore, in addition to social capital, human capital, and financial capital, other
capital is no less important in improving people's welfare, namely natural capital. Natural
capital is one of the development resources that can be used to meet needs and improve
people's lives. Favorable geographical location, fertile agricultural land, wide area, marine
resources, sunshine, mining, not prone to flooding, not prone to earthquakes, flora and fauna
are natural assets (Suparmoko, 2018: 3)

Based on the description above, it can be said that, in an area that has abundant natural
capital and is well managed, its development will be carried out more quickly. Apart from
that, in regions that have abundant natural resources, the people will also have sources of
income from their natural wealth so that they can increase regional economic growth as a
process towards improving people's welfare. Regions with low natural capital will tend to
depend on central government assistance and even foreign assistance. Meanwhile, the
condition of West Nusa Tenggara's natural capital can be seen in Table 1.

Table 1West Nusa Tenggara Province Natural Resources Potential in 2020

No.

1. Rice harvested area 359.714 Ha 1.750.675 Ton

2. Palawija harvest area 200.790 Ha 363.453 Ton

3. Harvest area of coconut plantations 67.716,43 Ha 51.048,85 Ton

4.  Cow population 546.114 Ekor 10.820 Ekor

5.  The sustainable potential of marine fish 98.979,8 Ton 98.979,8 Ton
resources

6.  Forestry potential 1.068.098,78 Ha 24.027,66 m®

7. Gold (Au) *427.039 Ton -

8.  Silver (Ag) *452.935 Ton -

9.  Copper *5.377.730 Ton -

Source: BPS West Nusa Tenggara (2020)

Table 1 shows some of the potential natural resources owned by the province of West
Nusa Tenggara. These natural resources have export value in their productivity. Based on
these data, it can be said that, from the aspect of natural resources, West Nusa Tenggara has a
high enough potential and if it is managed optimally, it will be able to spur economic
development which is part of the process of improving people's welfare.

Taking into account the empirical data of West Nusa Tenggara, especially those
related to social capital, it is in a balanced condition between its availability and affordability
when compared to the population and area of the area. Meanwhile, human capital shows a
high rate of labor force absorption, reaching 93.52% with a ratio of productive age reaching
64.57%. Furthermore, when viewed from financial capital, in addition to the cumulative
balancing fund for the district amounting to Rp. 4,248,165,946,254, it also has cumulative
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PAD funds to the district of Rp.221,898,886,271 and other legal income funds of Rp.
275,717.127,138.

Meanwhile, West Nusa Tenggara's natural capital is a fertile land with a rice harvest
area of 359,714 hectares with a production of 1,750,675 tons per year. Furthermore, from the
livestock aspect, West Nusa Tenggara, which consists of two islands, namely the islands of
Lombok and Sumbawa, is also a suitable area for livestock, especially cattle and goats. West
Nusa Tenggara mineral resources are potential resources for exploitation because they consist
of gold, silver, and copper which have export value.

Based on the condition of social capital, natural capital, financial capital, and natural
capital of West Nusa Tenggara, West Nusa Tenggara should have high economic growth and
social welfare. Meanwhile, the rate of economic growth and the level of welfare of the people
of West Nusa Tenggara is below the national average, even the human development index is
in the 32nd rank out of 33 provinces in Indonesia. This phenomenon provides information on
the importance of conducting studies on the effects of social capital, human capital, financial
capital, and natural capital on economic growth and community welfare in West Nusa
Tenggara Province.

B. LITERATURE REVIEW

The emergence of new economic theories above is inseparable from the development of
science and facts that occur in the economic process, this is following what is stated by
Chalmers (1983: 1) that scientific theories are drawn in a strict way from facts experience
facts obtained through observation and experiment. Furthermore, Genie (1999: 145) states
that theory is a set of propositions that are logically interrelated to provide a logical
explanation. In line with the understanding of this theory, Tafsir (2004: 25) also argues that
theory is explaining causal relationships.

Herrick and Kindleberger (in Sanusi 2004: 4) state that economic development studies the
causes and ways of overcoming mass poverty. Furthermore, Jhingan (in Sanusi 2004: 4)
states that development economics refers to various economic development problems in
underdeveloped countries. Meanwhile, Sanusi (2004: 4) states that development economics
uses the principles of other economics, both in their original form and after being modified,
but not in large part. Development economics is a field of study that is developing its
theoretical structure and methodology so fast.

C. METHOD

Research in the field of economics generally has many influencing variables, so it
requires a good and precise research design. Malhotra (2004: 77) states that in preparing a
research design, the things needed are: (a) research information; (b) the type of research used;
(c) measurement procedures; (d) the number of respondents in the study; (e) data collection
tools; (f) the data analysis plan used.

Based on the theoretical framework and review of previous research and research
hypotheses, the path diagram for the research construct can be described as follows:

D. RESULTS AND DISCUSSIONS

Results Evaluate the inner model through the algorithm setting procedure and
blindfolding setting. The algorithm setting procedure is a step in PLS to obtain the excluded
and included R-square values, while through the blindfolding setting the values obtained
from Q-square excluded and Q-square included can be obtained. Furthermore, the results of
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data processing through the algorithm setting process and blindfolding setting can be seen in
Table 2 below.

Table 2 The values of R-square were excluded, R-square included, Q-square excluded and Q-
square included.

R-

Konstruk Square R -Square 1-SSE/SSO2 1-SSE/SSO2 included
excluded included excluded (Q°) (Q9)
X1 0,067927 0,312452
X2 0,412443 0,741084
X3 -0,164075 0,005402
Y1 0,492967 0,380202 0,104673 0,170472
Y2 0,607677 0,620805 0,136384 0,239084

Source: Results of data processing

Evaluation of the structural model using the PLS method was carried out for the R2
value of endogenous latent variables provided that the R2 value was 0.67, 0.33, and 0.19
which indicated that the model was "good"”, "moderate”, and "weak". Furthermore, Ghozali
also explained that the value of 2 (effect size) provided that the f2 value is 0.02, 0.15, and
0.35, indicating that the latent variable has a weak, medium, or large influence. Meanwhile,
the value of g2, provided that the value of g2 is 0.02, 0.15, and 0.35, it can indicate that the

model has "weak", "medium™ or "large" predictive relevance. Furthermore, this relationship
can be seen in Table 3.

Table 3 Evaluate the model by entering the values R2, f2, Q2, and g2.

No  Results Criteria *) Critical values **)  Evaluation results of the model

1. R? 0,62081 0,19 Good

2. f2 0,03462 0,02 Low

3. Q? 0,23909 <0 Has predictive relevance

4. 'R 0,13500 0,02 Predictive medium relevance

Source: Data processing results

The relationship between constructs can be determined through the bootstrapping
setting process. Furthermore, the bootstrapping setting process presents the value of the path
coefficient between constructs and the correlation coefficient between the constructs and the
indicator Ghozali (2008: 22). The bootstrapping setting presents the results of data processing
in the form of a path coefficient table and a path diagram equipped with the value of t-count
between constructs as shown in Figure 2.

E. DISCUSSION

A detailed discussion of each relationship between variables based on the proposed
hypothesis will be constructed so that this discussion will lead to strengthening the existing
theoretical building structure or constructing a new theory based on the effect that occurs
between the detected research variables.

The influence of social capital on community welfare in West Nusa Tenggara
province is significant. Social capital influences indicators consisting of public shopping
facilities (X1.4) and financial institutions (X1.5). Meanwhile, the public welfare variable
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affects the indicators consisting of the net participation rate (NER) of basic education (Y2.1);
the ratio of deliveries assisted by medical personnel (Y2.4); PDRB per capita based on
current prices (Y2.6) Meanwhile, previous research conducted by Sutopo (2005) on "The
Relationship between Micro Financial Institutions and Small Business Contribution in
Poverty Alleviation" found that microcredit service institutions had a positive effect on
poverty alleviation. in Indonesia. Also, Sutopo concluded that microcredit institutions must
carry out their function as a bank for the poor where the source of financial support does not
come from the poor. Firdaus' (2005) research entitled "Developing Gender-Sensitive Micro
Credit Institutions™ concludes that microcredit institutions can help meet women's needs,
such as education, health costs, and moneylenders.

Furthermore, the results of this study are also following the opinion of Chotim and
Handayani (in Sutopo, 2005: 3) which states that microfinance institutions grow and develop
and take root with the community. Meanwhile, Sumodiningrat (in Sutopo, 2005: 4) states that
empowerment of microfinance institutions is one of the absolute requirements that must be
met in the context of developing micro-businesses that lead to poverty reduction. Also,
Robinson (in Arafat, 2005: 9) states that poverty alleviation in Indonesia is mostly
implemented through programs such as micro-credit programs at microfinance institutions
and family planning programs.

The influence of social capital on social welfare through economic growth is
significant. This relationship will be explained based on the research conceptual framework
adapted from Thomas's conceptual framework and Solow's growth theory with the aggregate
function Y = F (K, L). Furthermore, the explanation will also use the Solow growth function
curve and the Solow-Abramovic growth formula.

Social capital (X1) has an influence of 38.9% on economic growth (Y1) Table 5.28.
Also, social capital correlates with the human capital of 0.26311, based on this correlation,
the increase in population will affect the number of public shopping facilities and financial
institutions so that the correlation becomes X1 = 0.26311X2. Furthermore, the correlation
between social capital and human capital can be used to explain the effect of social capital on
economic growth, as in Figure 2.

K X1
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Figure 2.The correlation between social capital and human capital is based on research data

Figure 2 is a correlation curve between social capital and human capital as a result of
the study, Figure 6.1 (b) is a curve of capital and labor relations based on the Solow growth
theory. Based on the correlation in Figures 6.1a and 6.1b, it can be explained that an increase
in the social capital of AX1 = X1b-X1a is correlated with an increase in the human capital of
AX2 = X2b-X2a and affects an increase in capital by AK = Kb-Ka and reduced labor demand
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by AL = Lb-La based on curve I1. Based on the Solow growth theory, under these conditions,
the production function will switch to a capital-intensive production function to become
labor-intensive, because population growth will lead to labor growth resulting in a reduction
in the relative wages of labor (Arief, 1998: 40).

Furthermore, this correlation shows that the values of AK> 0 and AL <0. Based on the
correlation between changes in capital accumulation and labor demand, it can be seen that the
growth direction coefficient shifts from the bottom right to the top left and gives a value of
AK. / AL <0 or dF/dx <0 and the value of (d * 2 F) / (dX * 2)> 0 (positive growth). Also,
based on this relationship, it can be seen that if the accumulation of social capital is constant
at X1b which results in constant capital accumulation in Kb, the production function will use
the input combination F (Kb, Lc), namely curve 12 because the labor supply increases and
results in the relative wage of labor. decreased. Based on the Cobb-Douglass exponential
formula, namely Yt= [AK] _t~« L t” B which is the basis for the Solow growth theory,
it explains that if capital accumulation is constant, the production function will only offset the
amount of labor through the combination of the use of inputs to provide additional output is
constant, this process is called constant returns to scale by Solow.

Furthermore, through this relationship, it can logically be seen that social capital
affects economic growth. Meanwhile, Arief (1998: 39) states that the marginal productivity
of each production factor decreases when there is a situation of constant returns to scale
which is expressed mathematically if dF/dx> 0 and (d ~ 2 F) / (dX ™ 2) <0. Besides, Arsyad
(2004: 62) states that in Solow's growth theory, output growth is highly dependent on
production factors consisting of population, labor, and capital accumulation.

Based on this description, it is known that social capital affects economic growth.
Meanwhile, economic growth has a significant effect on people's welfare, thus based on this
relationship, social capital affects the welfare of the people of West Nusa Tenggara province
through economic growth.

Human capital (X2) has an effect of 19.7% on economic growth (Y1) and is not
significant. Also, human capital correlates with the financial capital of 0.551883, human
capital has a correlation of 0.424282 with economic growth and economic growth has a
correlation of 0.507538 with people's welfare.

Based on the correlation between human capital and financial capital of 0.551883 and
according to the source of financial capital revenue, namely PAD, DAU, DAK, and other
legal income, the increase in population will affect the receipt of financial capital, so the
correlation equation is X3 = 0.551883X2. Figure 6.2 can be used to explain that an increase
in the human capital of AX2 = X2b-X2a is correlated with an increase in the financial capital
of AX3 = X3b-X3a and has an effect on an increase in capital by AK = Kb-Ka and a
reduction in the need for labor by A L = Lb-La on curve I1. Also, this correlation shows that
the values of AK> 0 and AL <0. Based on the correlation between changes in capital
accumulation and labor demand, it can be seen that the growth direction coefficient shifts
from the bottom right to the upper left and gives a value of A K / AL <0 or dF/dx <0, and the
value of (d 2 F) / (dX ”~ 2)> 0 (positive growth).

Based on the Solow growth theory, if population growth is greater than capital growth
on curve 11, and if, for example, capital accumulation decreases to KC, then growth can still
be maintained by using a combination of the production function to become F (KC, Ld).
Furthermore, according to Solow's theory, in such a situation there will be a combination of
the use of the production function input from the capital to labor-intensive because the
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relative wages of labor will decrease. In addition, according to this combination, the value of
AK / AL <0 or dF / dx <0 and (d * 2 F) / (dX * 2)> 0 (positive growth) in other words, the
increase in population does not affect the rate of economic growth.

Taking into account the results of research data processing and the Solow growth
theory isoquant curve on the correlation of capital and labor, an increase in human capital
does not affect economic growth, meanwhile, the population growth rate of West Nusa
Tenggara based on BPS Nusa Tenggara Barat (2009: 19-65) is 1, 66% and the GRDP growth
rate was 2.63%. Based on this description, it can be seen that human capital does not affect
economic growth, thus human capital has no significant effect on people's welfare through
economic growth. Furthermore, BPS West Nusa Tenggara (2017: 1-7) regarding the Analysis
of the Workforce Profile of West Nusa Tenggara, concludes that: (a) 4 out of 100 workforces
in West Nusa Tenggara are classified as job seekers; (b) 61.24% of the workforce is absorbed
by the agricultural sector; (c) 71.15% of workers in West Nusa Tenggara province are
elementary school-educated or below; (d) 42.37% of the population of West Nusa Tenggara
are classified as underemployed; (e) the average wage of workers in West Nusa Tenggara is
Rp. 637,890 for male workers and Rp. 331,220 and women.

Furthermore, the results of this study are by the results of research conducted by
Thomas (2000) who found that an increase in literacy rates is positively correlated (0.03)
with GDP growth, and a decrease in income inequality is positively correlated (0.34) with an
increase in GDP. Also, BPS West Nusa Tenggara (2017: 5) regarding Population Analysis in
West Nusa Tenggara, concludes that: (a) the dependency ratio for the population of West
Nusa Tenggara is 56.87%, in other words in every 100 56 people are not productive; (b) the
number of dependents that are financed by productive age, which is smaller in number and
will reduce the fulfillment of economic needs; (c) education requires a large amount of
money so that it requires the high economic capacity of parents; (c) the composition of the
population according to marital status is between the ages of 18-21 years.

Human capital has a positive correlation (0.399454) with the variable of social
welfare Table (5.17). Furthermore, the results of this study are also consistent with the results
of a study conducted by Thomas (2000) who found that an increase in literacy was positively
correlated (0.15) with a decrease in infant mortality. Siregar (2008) concluded that the level
of basic education is a variable that has a relatively large influence on poverty reduction.
Meanwhile, research conducted by Sitepu and Sinaga (2018) concluded that: (a) an increase
in investment in human resources directly impacts an increase in Real Gross Production, as
indicated by an increase in capital stock, trade balance, and household consumption; (b)
investment in human resources for education can reduce poverty incidence, poverty gap, and
poverty severity except for upper-class non-agricultural households in the village, not the
urban labor force and not upper-class agriculture in cities.

Besides, Schultz and Becker (in Danim, 2003: 36) develop and analyze the concept of
human welfare, making education and training a form of investment that brings benefits in
the future. Educated humans generally get a higher income and it can boost the income of the
society as a whole. Furthermore, Soetomo (2009: 22) states that the utilization of human
resources in the community development process involves two things, namely: (a) quality
improvement and development; (b) exploitation through various opportunities, activities, and
businesses to meet the needs and increase the standard of living of the community.

Based on the analysis of the NTB farming profile, West Nusa Tenggara BPS (20009:
11) states that, of 212,607 farming households in West Nusa Tenggara, 113,681 households
are rice farming households with an average control of less than O agricultural lands. 5
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hectares. Meanwhile, the results of the national livestock survey of West Nusa Tenggara
province, West Nusa Tenggara BPS (2017: 21) explained that the total population of cattle in
West Nusa Tenggara reached 566,985 with a total of 123,343 cattle households, with average
ownership of 4.6 heads, with agricultural and livestock systems that are still traditional.

In line with this description, BPS West Nusa Tenggara (2017: 2-4) explained that the
agricultural sector in West Nusa Tenggara is the sector that absorbs the most labor and
reaches 61.24%. Furthermore, the basic labor problem in West Nusa Tenggara is the
relatively low level of education of workers, namely 71.15% of elementary school education
and below. Based on these conditions, it can be said that the management of the agricultural
sector in West Nusa Tenggara is still traditional and labor-intensive. Based on this
relationship, it can be said that the management of farms and livestock in West Nusa
Tenggara has not been effective so that this condition causes natural capital to harm people's
welfare, because increasing natural capital production will reduce labor productivity.

In line with these conditions, Yudhoyono (in Susanto, 2005: 12) argues that the
agricultural sector currently absorbs a lot of labor and exceeds the capacity (reaching 46%) of
the total workforce, so that a net increase in labor in the agricultural sector will further reduce
labor productivity in the agricultural sector. Based on the results of data processing, natural
capital has a negative correlation (-0.23578) with the variable of community welfare.
Furthermore, the results of this study are also consistent with the results of research
conducted by Thomas (2000) who found that an increase in forest area is negatively
correlated (-0.20 ) with a decrease in income inequality.

Siregar (2008) found that output growth of only 2.5% in the agricultural sector
became the basis of livelihood for 44% of Indonesia's workforce, resulting in slower
improvement in farmer welfare compared to the welfare of workers outside the agricultural
sector. Furthermore, research conducted by Setiawan (2009) suggests that when compared to
the intraregional impacts of the two leading sectors in West Nusa Tenggara province, namely,
the food, beverage, and tobacco industry sector has a bigger and stronger impact both on
output growth, growth in gross value added, and job creation in the province of West Nusa
Tenggara.

Natural capital has a negative correlation (-0.01105) with economic growth and
economic growth has a positive correlation (0.507538) with the social welfare variable.
Furthermore, these results are consistent with the results of research conducted by Thomas
(2000) who found that an increase in forest area has a negative correlation (-0.06) with GDP
growth, and a decrease in income inequality is positively correlated (0.34) with an increase in
GDP. . Furthermore, Suparmoko (2018: 8) states that the faster the economic growth will be
the more resource goods needed in the production process which in turn will reduce the
availability of natural resources in the earth because these resource goods must be taken from
reserves (stock). ) natural resources. Furthermore, about the utilization of these natural
resources, Reksohadiprodjo (1998: 3) states that natural resources together with other inputs
are the driving force for economic growth. Simply put, if the use of natural resources is
multiplied, then growth or output can be increased. Natural resources referred to here are all
kinds of natural resources that are heterogeneous, complex, and of course, have the form of
ready-to-use resources.

Furthermore, Yakin (2004: 6) states that increasing population growth and industrial
activity cannot survive without depleting natural resources and placing more burdens on
nature in overcoming pollution problems. Dasman (1977: 19) states that the inclusion of
environmental conservation elements in planning is intended to improve the quality of
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development achievements and to be able to consider in advance the influence of
development activities on the broader natural resources and processes of the environment.
Soetomo (2009: 190) ) states that in the development strategy, environmental conservation
elements have been included in calculating the feasibility of a development program and in
development planning.

The relationship between economic growth and community welfare in West Nusa
Tenggara province is significant and positive. Furthermore, the results of research by
Thomas (2000) in his research entitled *Human Capital, Physical Capital, Natural Capital and
Government Performance on Economic Growth and Welfare™ concluded that: (a) GDP
growth has a positive correlation (0.52) to a reduction in poverty; (b) GDP growth has a
positive correlation (0.20) to; (c) a decrease in the prevalence of infants; (d) GDP growth has
a positive correlation (0.17) of an increase in life expectancy; (e) GDP growth has a positive
correlation (0.34) to a decrease in income inequality.

Meanwhile, the results of research conducted by Easterly (1999) entitled "GDP
Growth and Changes in Quality of Life" in the World Bank report "The Quality of Growth
(2000: 5) found that countries with high growth experienced :( a) decrease in the poverty rate;
(b) increase in calorie and protein intake; (c) increased participation in secondary schools; (d)
Decrease in income inequality.

Also, the results of previous research conducted by Islam and Stiglitz (1999) in the
World Bank report "The Quality of Growth™ (2000: 15) with their research entitled "The
Influence of Growth Classes on Welfare" concluded that countries with economic growth
low, tend to experience: (a) an increase in the poverty rate; (b) increase in infant mortality;
(c) increase in illiteracy rate; (d) decrease in the number of life expectancy.

Todaro (in Arsyad, 2005: 5) states that the success of economic development is shown
by three main values, namely: (a) the development of the community's ability to meet basic
needs; (b) increased self-esteem as financial; (c) increasing people's ability to choose
(freedom from servitude), which is one of the financial rights. Arsyad (2005: 6) states that
economic development is: (a) a process which means changes that occur continuously; (b)
efforts to increase income per capita; (c) the increase in per capita income must continue; (d)
improving the institutional system, both institutional and regulatory.

F. CONCLUSIONS

Specific conclusions are formulated based on the results of hypothesis testing and are
intended to answer the problem and research objectives. Referring to the results of testing the
hypothesis, specific conclusions are formulated as follows.

This relationship shows that the function of social capital can open up business fields
and absorb labor. The increase in the amount of social capital will increase the number of
business fields followed by an increase in job opportunities so that it can improve the welfare
of the community. This relationship is in line with what Grootaert (in Mudiarta, 2009: 3)
states that social capital is one of the alternatives to overcome poverty.

An increase in social capital also means an increase in economic growth, thus an
increase in social capital can increase production sources for the community which ultimately
stimulates economic growth and increases GDP growth at constant prices. Furthermore, the
increase in GDP growth based on constant prices will absorb labor and increase the welfare
of the community. The effect of economic growth on the welfare of society is following the
Solow growth theory which states that high capital accumulation can absorb a lot of labor if
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the relative wage of labor decreases, this kind of production function is called the labor-
intensive production function.

The higher the quality of human resources, the higher the level of community welfare.
This relationship is in line with that stated by Tjiptoherijanto (1989: 5) which states that the
results of the analysis using empirical data show that the level of worker income increases, in
line with the increase in the level of education.

Economic growth cannot function as an intervening variable for human capital. Based
on data processing from the results of this study, it can be seen that the increase or decrease
in human capital as labor does not affect output in the production function, therefore human
capital is said to not affect economic growth. This relationship also resulted in human capital
not affect the welfare of the people of West Nusa Tenggara province through economic
growth.

The higher the natural capital, the lower the level of welfare of the people in the
province of West Nusa Tenggara. This relationship is because the agricultural and livestock
management systems in West Nusa Tenggara are still running traditionally. Furthermore,
BPS West Nusa Tenggara (2007: 8) states that out of 212,607 farming households in West
Nusa Tenggara 113,681 are rice farming households and 50.29% are smallholders who
control agricultural land less than 0.5 hectares. Meanwhile, the livestock sector is still
managed traditionally and is a side business. Based on these conditions, an increase in the
new workforce in the agricultural and livestock business sectors in West Nusa Tenggara will
be able to reduce labor productivity in the agricultural and livestock sector.

This relationship explains that the economic growth variable cannot function as an
intervening variable for natural capital. An increase or decrease in natural capital does not
affect economic growth. Furthermore, based on the theory of economic growth, natural
capital is also known as capital. Meanwhile, the increase in natural capital was due to the
increase in human capital, thus increasing natural capital as a source of capital was
accompanied by an increase in the supply of labor. Based on this relationship, an increase in
natural capital as a source of capital will cause the production function to offset the amount of
labor, so that an increase or decrease in natural capital will not affect output.

The higher the economic growth, the higher the production of goods and services.
Furthermore, an increase in the production of goods and services will absorb a lot of labor.
Furthermore, the more labor is absorbed, the higher the level of community welfare. This
relationship is in line with what Suparmoko (2002: 434) states that economic growth as
measured by the development of production of goods and services or national income is
indispensable because there are two very determining factors, namely an increase in
population from year to year and an increase in the level of welfare. society as a result of
development itself.
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