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ABSTRACT

The olfjeetivie of this research is to analyae if there is a significant positive velationship between e siee of
governmaent consumplion, govemment invesiment, and government transfer and the growth eate in national
output in [ndonesia years 19792008, This research using secondary and annually data that researcher gat from
Central Bureau of Sutistic (BPS), annually report from Indonesian Cenrral Tiank, and International Financist
statistic lrom IMF. The variable used in this research divided mto two, they were dependent varinble consist
ol eeonomic growth and independent variable consise of governmens consumption, rovernmmenl investmenl,
anl povernment transfer, For the hypothesss. L used regression model by doing F-staristic and t-statistic test by
using eviews program. The resull of this nesearch show that all independent variables consist of) povermment
consumption, government investment, and government trunsfer have positive signifisantly effect on ceonumic
growdh. [t means that all independent variable in this research is nevded to improve economic growth in
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CHAPTER 1

INTRODUCTION

1.1 Background

Ciovernment expenditure or more generally called as public sector spending is
an wnportant subject of analysis and debate, It is classified into three main tvpes.'
First. povernment purchases of gomds and services for current use that are classified
s povernment consumption. Second, government purchases ol poods and services
intended 1o create future benefits. such as intrastructure investmenl or research
spending, are classificd as government investment. Third, government expendilures
that arc not purchases of poonds and services, and Just represent transfers o money.
such as social secuntly payments, are called povernment transfer payments. Most of
developing countries have experienced in increasing levels of public expenditure over
time.” Indonesia is one of these where the sovernment expenditures have increased,

Some empirical Bndings sugpest thal government expenditure beyond g
certain limil of its core Tunction would have an adverse impact on economic growth,”
In o cross — sectional stady of over 100 countrics in the period 196119740, the

evidence was a negative relationship between the growth rate of real per capita and

" Rober Bomro and Wittorio Grilli {1994), European Warrcocoaomios, Ch 15 Maomillan, (5B
T;GEZ'-ETTIH._'

T Linduuer, oand AL Valenchik, {1992), "Government Spending. in Developing Countries: Trends,
Canses and Determinaniz’, Word Band Beseorch Ohrorver, 7111 30-TE.

* Dae, A AminKhalkhali, 802002 “Government Size, faster aceumulation, wnd economic growh:
evidence from QECD Countries™ dournad of Policy Modeling,



lhe share of government consumption expenditure in GDP.* Further notes, that for a
broad proup of 98 countries that growth in real per capita GDI* was positively related
to imitial human capital and negatively related to share of government consumption in
GDP. Swdied in 115 countries and found the evidence of a nepative relationship
between the growth rte of real GIXP and the growth rate of government share in real
GDP.®

The impact of public expenditure on growth will depend on it form. The
expenditure on investment and preduction activifies (in principle including State
owned production) should contribute positively 1o growth, wherens povernment
comsumplion spending is anticipated to be growth-retarding.” While numerous studies
have been conducted, there is no consistent evidence that exists lfor a signilicant
relationship between public spending and growth in a positive or negative direction.
Results and  evidence dilfer by country, anzlylical method emploved, and
categorization of public expenditures. The actual relationship between public
spending and prowth s not well understood and there 15 8 peed for more empifeal

g
resaarcl.

A Landaw, [0 (1983), ‘Government Expenditure and Econemic CGrowth: A Cross-Countey Stody”’,
Sonthern Econaniic donrnal, 4903, TE302,
* Barr, Bohert (19900, -Government Spending in a Simple Model of Endegsnous Growtl’, douremal
of Pediticsd Ecomoone, Vol 98, S105-5125
* Grier, KB and Tullock G, {1987) An empirical analysis of cross national sconomic growth, 1950
1980, Working Paper, Califorsia Instivme of Techoolepy,
T Barrn, Haober J pleany, “Government Spending in a Simple Model of Endogenous Growth®, ol
?'Pu.!'.l'r."r:rf Ecenoene, Yol 98, 51055125

Cirtgr, Ko oand G, Tullock (1989, “An Empincal Analysis of cross-Mational Economic Jowrnal o
Mlogetary Sovonnizs, 24, 255270,
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CHAPTER V1
CONCLUSION AND SUGGESTION

6.1 Conclusion

According to research question and hvpothesis, the abjective of this rescarch is
ter prowve 1l there 15 & significant positive relationship hetween the size of government
consumgins, investments, and tranpslers and the cconomic growth in Tmlomesia. To
execute the research, it required a secondary data obtained from Annusl Reporl of
Economics from Statistical Body Center (BP8) in Padang. In conducting the research,
the writer uses guantitabive analvsis method which was proceeded by using Eviews.

This research found that gevernment consumptions have a significant effect

an cconomic growth, 1o s caused by povernment consumption in gencral was o
increase growth of national ecanomy, like the payment for the personnel’s salaries,
pensions, and also to buy varlous materials which are importance for socielics,
Fulfilling the  government's consumption needs made the coonemic activitics
increased which had been in the incresse of Gross Domestic Produer (GDI). These
matters proved that high government distribution fund in investments assisting
project activities of national development has given positive impact o increased
GOP

Ciovernment investments also have a significant effect on economic prowih.
Governmenl investments have been able to increased national economie sector, such
as the opening a new work field that is able 1o decrease the number of unemployment,
height 1o eduecation orientation, and existence of poomess eradication have created

generalization of earnings and reduction in the number of poomess, This matter show

44
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