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ABSTRACT: This study examines the relationship between knowledge and poverty from both 
theoretical and empirical perspectives in the contemporary era. Poverty is understood as a 
multidimensional phenomenon that extends beyond income deprivation to include limited 
access to education, healthcare, and social participation. Using a qualitative library research 
method, this study analyzes secondary data derived from academic journals, scholarly books, 
and reports from international institutions such as the World Bank, United Nations 
Development Programme, and International Labour Organization. The analysis employs a 
descriptive content analysis approach to synthesize findings from various sources. The results 
indicate that knowledge, particularly through education and digital literacy, plays a significant 
role in reducing poverty by increasing productivity, income, and access to economic 
opportunities. However, the relationship is not linear, as it is influenced by several mediating 
and moderating factors, including educational quality, labor market relevance, institutional 
capacity, access to financial capital, and structural inequalities. Furthermore, the study 
highlights the importance of digital literacy and gender equality as critical dimensions in 
contemporary poverty reduction efforts. This study concludes that knowledge can serve as a 
powerful instrument for poverty alleviation when supported by inclusive policies, relevant 
education systems, and equitable access to resources. Therefore, integrated strategies that 
combine educational improvement, digital inclusion, and institutional strengthening are 
essential to effectively address poverty in developing countries, including Indonesia. 
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INTRODUCTION 
Poverty remains one of the most persistent, complex, and multidimensional social 

phenomena in the history of human civilization. It is not merely an economic condition 
characterized by low income, but a structural and systemic issue that encompasses 
limited access to opportunities, resources, and basic human rights. The United Nations 
conceptualizes poverty as a condition that extends beyond material deprivation, 
including restricted access to education, healthcare, clean water, adequate housing, 
and meaningful participation in social and political life (United Nations Development 
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Programme, 2022). This broader understanding highlights that poverty is deeply 
intertwined with issues of inequality, exclusion, and human capability deprivation. 

In the context of Indonesia, poverty continues to pose a significant development 
challenge despite notable economic progress over the past decades. According to data 
from the Badan Pusat Statistik (BPS), the national poverty rate in 2024 stands at 
approximately 9.03 percent, representing around 25.22 million individuals. While this 
figure reflects gradual improvement compared to previous years, it also underscores 
the persistence of structural vulnerabilities, particularly in rural areas, among informal 
workers, and within marginalized communities. These conditions suggest that poverty 
alleviation requires not only economic growth but also targeted interventions 
addressing deeper structural constraints. 

Amid these challenges, knowledge and education have long been regarded as key 
drivers of social transformation and economic mobility. The classical framework of 
human capital theory, advanced by Theodore Schultz (1961) and Gary Becker (1964), 
posits that investments in education and skill development enhance individual 
productivity, thereby increasing earning potential and reducing the likelihood of falling 
into poverty. Within this perspective, knowledge is treated as an economic asset that 
yields both private and social returns. Individuals who possess higher levels of education 
and skills are generally better equipped to access formal employment, adapt to 
technological changes, and participate in productive economic activities. 

Beyond its economic dimension, knowledge also plays a crucial role in expanding 
human freedoms and capabilities. Amartya Sen (1999), through the capability approach, 
argues that development should be understood as the expansion of substantive 
freedoms that enable individuals to lead lives they value. In this framework, access to 
knowledge is not merely instrumental for income generation but is intrinsically valuable 
as it empowers individuals to make informed choices, participate in civic life, and pursue 
personal aspirations. Thus, knowledge contributes to both the means and the ends of 
development. 

Nevertheless, the relationship between knowledge and poverty is far from simple 
or deterministic. Contemporary research indicates that increased access to education 
or information does not automatically translate into poverty reduction. The 
effectiveness of knowledge as a tool for empowerment is contingent upon a range of 
mediating and contextual factors. These include the quality of education systems, the 
alignment between educational outcomes and labor market needs, access to digital 
technologies, institutional capacity, and the presence of inclusive economic structures. 
In many developing contexts, including Indonesia, disparities in educational quality 
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between urban and rural areas, as well as unequal access to digital infrastructure, 
continue to limit the transformative potential of knowledge. 

Moreover, structural inequalities such as income disparity, geographic isolation, 
gender inequality, and social exclusion often constrain individuals’ ability to convert 
knowledge into tangible economic gains. For instance, even well-educated individuals 
may face barriers to employment due to limited job availability, skill mismatches, or 
discriminatory practices. This suggests that knowledge alone is insufficient; it must be 
complemented by supportive policies, inclusive institutions, and equitable access to 
opportunities. 

In the era of globalization and rapid technological advancement, the role of 
knowledge has become even more critical. The emergence of the digital economy, 
automation, and knowledge-based industries has redefined the skills required to 
compete in the labor market. As a result, individuals and societies that lack access to 
quality education and digital literacy are at risk of being further marginalized. This 
dynamic creates a new dimension of poverty often referred to as “knowledge poverty” 
or “digital divide,” where unequal access to information and technology exacerbates 
existing socioeconomic inequalities. 

Given these complexities, a comprehensive and nuanced understanding of the 
relationship between knowledge and poverty is essential, particularly within the 
framework of sustainable development. Addressing poverty requires integrated 
strategies that not only expand access to education but also improve its quality, 
relevance, and inclusiveness. It also necessitates policies that bridge the gap between 
knowledge acquisition and economic opportunity. 

Accordingly, this study aims to: (1) examine the theoretical foundations 
underlying the relationship between knowledge and poverty; (2) identify and synthesize 
empirical evidence from previous studies concerning the impact of knowledge access 
on poverty reduction; (3) analyze the mediating and moderating factors that influence 
this relationship; and (4) formulate policy recommendations that are contextually 
relevant for Indonesia and other developing countries. Through this approach, the study 
seeks to contribute to a deeper understanding of how knowledge can serve as a 
strategic instrument in the fight against poverty in the contemporary era. 

 
METHOD 

This study employs a qualitative approach using a Systematic Literature Review 
(SLR) method to examine the relationship between knowledge and poverty from both 
theoretical and empirical perspectives. The SLR approach is selected to ensure a 
structured, transparent, and systematic process in identifying, selecting, and 
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synthesizing relevant academic literature, thereby enhancing the rigor and validity of 
the study compared to conventional library research methods (Creswell, 2018; Snyder, 
2019). The literature search was conducted across multiple academic databases, 
including Google Scholar, Scopus-indexed journals, SINTA, and institutional repositories, 
using keywords such as knowledge and poverty, education and poverty reduction, 
human capital, digital literacy, and development economics. The initial search identified 
approximately 120 relevant sources. 

The selection process was carried out through several stages, namely 
identification, screening, eligibility, and inclusion. During the screening stage, titles and 
abstracts of the identified sources were reviewed to assess their relevance to the 
research topic. Articles that did not directly address the relationship between 
knowledge particularly education, skills, or digital literacy and poverty were excluded. 
As a result, 72 sources were retained for further evaluation. In the eligibility stage, full-
text articles were examined using predefined inclusion and exclusion criteria. The 
inclusion criteria consisted of peer-reviewed journal articles, scholarly books, and 
institutional reports published between 2000 and 2024, with a particular emphasis on 
recent studies, and those that provided clear theoretical or empirical contributions to 
the topic. Meanwhile, exclusion criteria included opinion-based articles without 
academic rigor, studies not directly related to the research variables, duplicate 
publications, and sources lacking methodological clarity. After applying these criteria, a 
total of 45 key sources were selected and included in the final analysis. 

The selected literature was then organized thematically into key analytical 
categories, including conceptual frameworks of poverty, human capital theory, 
empirical evidence on the relationship between education and poverty, and the role of 
digital literacy in contemporary poverty dynamics. Data analysis was conducted using 
qualitative content analysis, which involves systematic coding, categorization, and 
interpretation of textual data to identify patterns, themes, and relationships across 
studies (Krippendorff, 2018). The analysis process included critical reading of each 
source, thematic classification, and comparative synthesis of findings to construct a 
comprehensive understanding of the knowledge poverty relationship. To ensure the 
credibility and robustness of the findings, this study applied source triangulation by 
integrating insights from multiple disciplines, including economics, sociology, and 
education, thereby providing a more nuanced and multidimensional analysis. 
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RESULTS AND DISCUSSION 
Empirical Evidence on the Impact of Knowledge on Poverty 

The literature review consistently demonstrates a significant negative relationship 
between levels of education and poverty. Eric Hanushek and Ludger Woessmann 
(2015), in a cross-country study covering more than 50 nations, found that 
improvements in educational quality measured through literacy and numeracy scores 
have a substantially greater impact on economic growth and poverty reduction than 
merely increasing average years of schooling. This finding highlights that the quality of 
knowledge acquisition, rather than its quantity, plays a decisive role in reducing poverty. 

At the micro level, Esther Duflo (2001), through a natural experiment in Indonesia, 
demonstrated that the large-scale construction of primary schools during the 1970s–
1980s significantly increased the income levels of affected cohorts. Each additional year 
of schooling was estimated to raise wages by approximately 6–8 percent, which 
cumulatively provides a viable pathway out of poverty. This study is widely regarded as 
one of the strongest empirical demonstrations of the causal relationship between 
education and poverty reduction. 

Further evidence from Milu Muyanga and Thomas Jayne (2019), focusing on 
agriculture in Sub-Saharan Africa, indicates that farmers with higher levels of education 
tend to be more productive. This is attributed to their greater ability to adopt new 
agricultural technologies, access market information, and make more informed 
business decisions. These findings illustrate the transmission mechanism through which 
knowledge contributes to poverty reduction via increased productivity. 

 
The Role of Digital Literacy in Contemporary Poverty Reduction 

The rapid expansion of the digital economy has introduced a new dimension to 
the relationship between knowledge and poverty, positioning digital literacy as a critical 
factor in enhancing economic participation and social inclusion. Asongu and 
Nwachukwu (2016), in their cross-country study across 49 African nations, demonstrate 
that increased internet and mobile phone penetration significantly contributes to 
poverty reduction by expanding access to information and economic opportunities. 
These effects are particularly evident among youth and women, who have historically 
faced structural barriers to economic participation. This global evidence highlights that 
digital access, when combined with the ability to use technology effectively, can 
function as a catalyst for inclusive development (setiabudi, 2024). 

In the Indonesian context, the role of digital literacy in poverty reduction has 
become increasingly significant, particularly with the rapid growth of the digital 
economy and government-led digital inclusion initiatives. Kurniawan and Maryati 
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(2020) show that digital literacy enables low-income populations to access digital 
financial services, such as mobile banking and fintech platforms, as well as government 
social assistance programs that are increasingly distributed through digital systems. For 
instance, programs such as Program Keluarga Harapan (PKH) and Bantuan Pangan Non-
Tunai (BPNT) have been integrated with digital payment systems, requiring 
beneficiaries to possess basic digital competencies to access these services effectively. 
This demonstrates that digital literacy is no longer optional but essential for 
participation in social protection systems. 

Furthermore, digital literacy plays a crucial role in empowering micro, small, and 
medium enterprises (MSMEs), which constitute a major component of Indonesia’s 
economy. The Ministry of Cooperatives and SMEs reports that digitalized MSMEs 
experience increased market access through e-commerce platforms such as Tokopedia, 
Shopee, and Bukalapak, allowing small businesses in rural and semi-urban areas to 
reach broader consumer bases. This transformation has contributed to income growth 
and economic resilience, particularly during periods of economic disruption such as the 
COVID-19 pandemic. However, disparities remain evident between urban and rural 
regions, where limited digital infrastructure and lower levels of digital skills continue to 
constrain the benefits of digitalization. 

At the same time, existing inequalities in digital literacy across regions, gender, 
and socio-economic groups present significant challenges. According to national 
development reports, digital access in eastern Indonesia remains substantially lower 
than in western regions, and women in certain rural areas face cultural and structural 
barriers to accessing digital technologies. These conditions reinforce the argument that 
digital literacy must be understood not only as a technical skill but also as a socio-
economic capability shaped by broader structural conditions. 

Moreover, Warschauer and Matuchniak (2019) emphasize that mere physical 
access to technology is insufficient without the capability to use it effectively. Their 
concept of functional digital literacy which includes the ability to search, evaluate, and 
critically utilize information is particularly relevant in the Indonesian context, where 
rapid technological adoption is not always accompanied by adequate digital skills. 
Without such competencies, digital expansion may paradoxically deepen inequality, as 
individuals who lack digital literacy are unable to fully benefit from available 
technologies. 

Taken together, these findings suggest that digital literacy plays a transformative 
but conditional role in poverty reduction. In Indonesia, its effectiveness depends not 
only on technological access but also on the quality of digital skills, institutional support, 
and the inclusiveness of digital policies. Therefore, strengthening digital literacy through 

http://jurnal.gerakanedukasi.com/index.php/gerasi
https://doi.org/10.56404/jels.v6i1.271


 
Vol 06 No 01 March 2026 

http://jurnal.gerakanedukasi.com/index.php/gerasi 
https://doi.org/10.56404/jels.v6i1.271       

	

 

 
Vol. 06 No. 01 March 2026 

226		
	

education, targeted training programs, and inclusive digital infrastructure development 
is essential to ensure that digital transformation contributes meaningfully to poverty 
alleviation rather than reinforcing existing inequalities. 

 
Moderating and Mediating Factors in the Knowledge–Poverty Relationship 

The literature also identifies several moderating and mediating factors that shape 
the relationship between knowledge and poverty, underscoring the need to avoid 
overly simplistic interpretations. 

First, institutional quality and governance play a critical role. Eric Hanushek and 
Ludger Woessmann (2015), along with Daron Acemoglu and James A. Robinson (2019), 
argue that the effectiveness of education in reducing poverty is significantly influenced 
by the quality of economic and political institutions. In contexts characterized by weak 
governance and corruption, the returns to educational investment tend to be limited 
due to market distortions and rent-seeking behavior. 

Second, the relevance of educational curricula to labor market demands serves as 
a key mediating factor. Studies in developing countries, including Indonesia, indicate 
that skills mismatch the misalignment between graduates’ competencies and industry 
needs reduces the effectiveness of education as a poverty reduction tool (International 
Labour Organization, 2020; Tambunan, 2019). This phenomenon, often referred to as 
“education-employment mismatch,” can lead to educated unemployment. 

Third, access to credit and financial capital acts as an important complement to 
knowledge. Abhijit Banerjee and Esther Duflo (2019), in their Nobel Prize-winning work, 
demonstrate that many individuals remain trapped in poverty despite possessing 
knowledge and skills due to limited access to financial capital needed to start or expand 
productive enterprises. This suggests that integrated interventions combining 
education and financial inclusion are more effective. 
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Picture 1. Knowledge Peverty Relationship Model 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
Gender Perspective in the Knowledge–Poverty Nexus 

Gender is a critical dimension that cannot be overlooked in analyzing the 
relationship between knowledge and poverty. Stephan Klasen and Francesca Lamanna 
(2019) show that gender disparities in education have a significant negative impact on 
economic growth and poverty reduction. When women have equal access to education, 
the resulting poverty reduction effects are often greater than when access is limited to 
men. 

The World Bank (2020) reports that each additional year of schooling for women 
increases their earnings by approximately 10 percent, slightly higher than the 8.8 
percent observed for men. Moreover, educated women are more likely to invest a 
larger share of their income in their children’s health and education, thereby generating 
intergenerational multiplier effects in poverty reduction. 

In Indonesia, the Bappenas (2021) notes that although gender disparities in access 
to primary and secondary education have significantly declined, inequalities persist in 
higher education and technical training, particularly in regions where cultural norms 
restrict women’s mobility. These constraints limit the full potential of education as a 
tool for poverty alleviation. 
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Policy Implications 

Based on the synthesis of the reviewed literature, several concrete policy 
implications can be formulated to strengthen the role of knowledge in poverty 
reduction. First, governments should not only expand access to education but also 
systematically improve its quality through targeted interventions. This includes 
increasing public investment in teacher training, particularly in underserved rural areas, 
implementing competency-based curricula aligned with labor market needs, and 
strengthening early childhood and basic education as foundational stages. In the 
Indonesian context, programs such as Program Keluarga Harapan (PKH) should be 
further enhanced by integrating conditionalities related not only to school attendance 
but also to learning outcomes, such as literacy and numeracy achievement. Additionally, 
targeted scholarships and school subsidy programs for low-income households should 
prioritize regions with high dropout rates and educational disparities. 

Second, digital literacy development should be operationalized through 
integrated national programs that combine infrastructure expansion with capacity 
building. Beyond expanding internet access in remote areas through initiatives such as 
the Palapa Ring project, the government should implement structured digital literacy 
training programs for low-income communities, particularly targeting youth, women, 
and micro-entrepreneurs. These programs should include practical skills such as the use 
of digital financial services, e-commerce platforms, and online job marketplaces. 
Furthermore, integrating digital literacy into formal school curricula and non-formal 
education programs, such as community learning centers (PKBM), can ensure broader 
and more inclusive coverage. 

Third, addressing the persistent issue of skills mismatch requires institutionalized 
collaboration between education providers and the labor market. Governments should 
promote industry-linked vocational education and training (TVET) systems by 
establishing partnerships between schools, universities, and private sector actors. In 
practical terms, this includes expanding apprenticeship programs, strengthening 
internship requirements, and involving industry representatives in curriculum design. In 
Indonesia, this could be operationalized through the strengthening of link and match 
policies between vocational schools (SMK) and industries, as well as incentives for 
companies that actively participate in workforce training programs. 

Finally, to maximize the impact of knowledge on poverty reduction, policies 
should also integrate access to financial resources with educational and digital 
initiatives. Expanding microfinance programs, digital banking access, and government-
supported credit schemes for educated but economically disadvantaged individuals can 
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help bridge the gap between knowledge and economic opportunity. Without such 
integration, the potential of education and digital literacy may remain underutilized. 
Therefore, a comprehensive policy approach that combines education reform, digital 
inclusion, labor market alignment, and financial access is essential to ensure that 
knowledge translates into tangible poverty reduction outcomes. 

 
CONCLUSION 

This study concludes that the relationship between knowledge and poverty is 
complex and conditional rather than linear. Knowledge particularly through education 
and digital literacy plays a crucial role in poverty reduction by enhancing productivity, 
expanding income opportunities, and improving access to resources. However, its 
effectiveness depends on key mediating and moderating factors, including institutional 
quality, labor market relevance, access to financial capital, and structural inequalities. 

The main contribution of this study lies in developing an integrated conceptual 
framework that explains how knowledge influences poverty through a mediated and 
context-dependent process. This framework highlights that knowledge alone is 
insufficient without supportive systems and inclusive policies that enable its 
transformation into economic outcomes. 

From a policy perspective, the findings emphasize the need for integrated 
strategies that combine improvements in educational quality, digital inclusion, labor 
market alignment, and financial access. Addressing these dimensions simultaneously is 
essential to ensure that knowledge can function as an effective and sustainable 
instrument for poverty reduction in contemporary societies. 
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