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ABSTRACT

South Sulawesi has a role of strategic importance for the development of eastern Indonesia region.
Government spending continues to increase economic growth, especially in the sectors of
education, health and infrastructure, economic growth is increasing, but still fluctuating. The
description of the effect of government spending on education, health and infrastructure to
economic growth that is different, it is necessary to study, let alone in the South Sulawesi
government to make education, health, and infrastructure as a strategic sector which is the basis
of development. This study aims to identify and analyze: the effect of government spending on
education, health, and infrastructure to economic growth. The approach used is a positivist, which
analyzes about relationship of correlation intendependention, coexsitention, and causality, and
explains the conditions that occur in the community (explanatory) and make predictions about
things that predictive about the relationship between government spending with economic growth.
The results showed that government spending on education and infrastructure positive influence,
and significant economic growth, this suggests that the increased government spending that is
expected to boost economic growth. Meanwhile, government expenditure in the health sector a
negative effect, and also significantly to economic growth, this shows that if government spending
on health increases could reduce economic growth.
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INTRODUCTION:

The benchmarks are important in determining the success of economic development where economic growth
represents a real impact on development policies implemented. Economic growth is closely linked to the
process of increasing the production of goods and services in the local economy. Some studies argued that the
impact of government spending on economic growth is negative or insignificant (Akpan 2005, Laudau, 1983).
Donald and Shuanglin, 1993). The economic growth is associated with the allocation of expenditure. The
empirical literature suggests that some researchers believe that there is no impact of public spending on
economic growth (Gupta et al., 2002). The description of the government spending effect on education, health
and infrastructure to economic growth that is different, it is necessary to study how the influence expenditure
the government to economic growth, let alone the South Sulawesi government to make education, health and
infrastructure as a strategic sector which is the basis of development.

RESEARCH METHODS:

The Scope of Research:

This study discusses the effect of government spending on education, health and infrastructure to economic
growth. This research was conducted at 24 (twenty four hour) districts / cities in South Sulawesi province. The
details of the districts / cities can be presented in Table 1 as follows:

Table 1: District or City in the province of South Sulawesi

Number District or City Number District or City
1 Kep. Selayar 13 Wajo
2 Bulukumba 14 Sidrap
3 Bantaeng 15 Pinrang
4 Jeneponto 16 Enrekang
5 Takalar 17 Luwu
6 Gowa 18 Tanatoraja
7 Sinjai 19 Luwu Utara
8 Maros 20 Luwu Timur
9 Pangkep 21 Toraja Utara
10 Barru 22 Makassar
11 Bone 23 Parepare
12 Soppeng 24 Palopo

TYPES AND SOURCES OF DATA :

The data used in this research is secondary data or data that has been collected by others. The data on
government spending (for education, health, and infrastructure) and the economic growth data for the above-
mentioned districts / cities in South Sulawesi during the period of 2009-2012 is studied. Secondary data sources
are generally obtained from the Central Statistics Agency (BPS), Financial Management Agency (BPKD),
Planning, South Sulawesi, and other institutions in South Sulawesi that are relevant to the data contained in this
study, as well as internet sites.

DEFINITION AND MEASUREMENT OF VARIABLES:

The definition and measurement of variables are intended to explain the variables being studied which is
explained in Table 2. In other words, these are the guidelines for how to measure a variable.

International Refereed Research Journal m www.researchersworld.com m Vol.— VIII, Issue — 3, July 2017 [53]



ResearchersWorid -Journal of Arts, Science & Commerce m E-ISSN 2229-4686 m ISSN 2231-4172

Table 2 : Definition and Measurement of Variables

Number Variable Definition Unit

Government
Expenditure:
Education
Expenditure (PPP)

The ratio of capital expenditure to total
expenditure incurred by the city or county
government in the field of education.

The ratio of capital expenditure to total

. A A A
1 Health Expenditure expenditure !ncurred by the city or county | Persentation (%)
(PPK) government in thq health sector.
The ratio of capital expenditure to total
Infrastructure ?ﬁfezsgggtrjréncurred by the district or city
Expenditure (PPI) '
2 Economic Growth | Percentage of GDP growth at constant Persentation (%)

(PER) from year to year.

DATA ANALYSIS METHOD :

Model analysis in this study is inferential, the panel data analysis methods. Estimation of the econometric
model used in this study Fixed Effect Model (FEM), which is an approach to estimate panel data using dummy
variables to see any difference intercept a cross section and time series are caused by ommited variable.
Estimating panel data model with the approach used by the method of estimation techniques Generalized Least
Square (GLS). The model of the equation is as follows:

PERi= Ll; + LIy PPP;+ LI, PPKj + L3 PPl + Lij

Wherein:

PER = Economic Growth
PPP = Expenses Education
PPK = Health Expenditure

PPI = Spending On Infrastructure
Tt = Error Term
o = Intercept

13 = Coefficient Parameter
I = District Or Cities In Provinces
T = Time Period

RESULTS AND DISCUSSION :
Based on data analysis, using the Fixed Effect Model (FEM), the estimation results obtained by the following

equation:
PER;; =4.8271 + 0.0361 PPP;, — 0.0383 PPK;, + 0.0322 PPI;, + 1}
(0.8127) (0.0116) (0.0069) (0.0093)

The estimation results above, can be explained:

Government Spending in Education (PPP)

Variable coefficient government spending on education (PPP) = 0.0361, indicating that the variable positive
effect on economic growth. This means that if government spending on education has increased, the expected
economic growth has also increased, with the assumption that the other variables constant (Akpan 2005,
Laudau, 1983; Gupta et al., 2002).

Similarly, when viewed from the significant aspects, variable government expenditures on education have a
significant effect on economic growth. This is due to variations in government spending increases are
sometimes so large, and vice versa experienced a greater decline anyway, and also by changes in economic
growth.
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GOVERNMENT EXPENDITURE IN THE FIELD OF HEALTH (PPK) :

Variable coefficient of government health spending (PPK) = -0.0383, indicating that these variables negatively
affect economic growth. This means that if government spending on health has increased, it can lead to decline
in economic growth, assuming that the other variables constant (Gupta et al., 2002; Folster and Henrekson,
1999). An examination of the significant, variables of government health spending significant effect on
economic growth. This is due to variations in government spending are also sometimes increases so large, and
vice versa experienced a greater decline anyway and is accompanied by changes in economic growth.
Government spending in this sector is still relatively small.

GOVERNMENT EXPENDITURES IN INFRASTRUCTURE (PPI) :

Variable coefficient government spending in infrastructure (PPI) = 0.0322, indicating that the variable positive
effect on economic growth. This means that if the government spending in infrastructure has increased, the
expected economic growth has also increased, with the assumption that the other variables constant. From the
aspect of significant, variable government spending in infrastructure is also a significant effect on economic
growth. This is due to variations in government spending increases are sometimes so large, and vice versa
experienced a greater decline anyway and is accompanied by changes in economic growth. Besides,
government spending in this sector is relatively large.

CONCLUSION :

The conclusion for this research is showed that government spending on education, health and infrastructure are
considered to boost economic growth. And empirically that the encouragement of the government spending on
economic growth appears to be real. Supervision is hoped that the government budget in an efficient and
effective, and continuously can increase from year to year. Similarly, budget allocations should be well targeted
and prioritized sectors that can drive economic development, so that the quality of growth can also be improved.

REFERENCES :

Akpan N (2005). Government expenditure and Economic Growth in Nigeria”. A Disaggregated Approach.
CBN Econ. Financial. Rev., 43(1).

Alexiou, Constantinos (2009). Government Spending and Economic Growth: Econometric Evidence from the
South Eastern Europe (SEE). Journal of Economic and Social Research 11(1) 2009, 1-16

Angelopoulos, Konstantinos, Jim Malley, dan Apostolis Philippopoulus (2007). Public Education Expenditure,
Growth and Welfare. Journal of Economics.

Barro, Robert J. (1990). Government Spending in a Simple Model of Endogenous Growth”, J. Polit. Econ., 98:
$103-$125.

Donald NB, Shuanglin L (1993). The differential effect on economic of Government expenditure on Education,
welfare and Defense”. J. Econ. Dev., 18 (1).

Landau D. (1983). Government Expenditure and Economic Growth: A Cross Country Study. Southern
Economic Journal, 49; 783-792.

......... Analisis Keuangan Publik Provinsi Sulawesi Selatan 2012, Meningkatkan Kualitas Pelayanan Publik
dan Pengelolaan Keuangan Daerah di Gerbang Indonesia Timur

Badan Pusat Statistik Provinsi Sulawesi Selatan (2010). Indikator Makro Ekonomi Sulawesi Selatan Tahun 2009.

Badan Pusat Statistik Provinsi Sulawesi Selatan (2010). Indikator Sosial Sulawesi Selatan 2009.

Bank Indonesia (2012). Kajian Ekonomi Regional Provinsi Sulawesi Selatan Triwulan-1 2012.

Djojohadikusumo S, (1994). Perkembangan Pemikiran Ekonomi, Dasar Teori Ekonomi Pertumbuhan dan
Ekonomi Pembangunan, LP3ES, Jakarta.

Ghozali, Imam (2011). Structural Equation Model, Metode Alternatif dengan Partial Least Square (PLS), Edisi
3, Penerbit Badan Penerbit UNDIP, Semarang.

Hartshorne KB (1985). Education and Development in the South African Context”, Development in Southern
African, pp. 2-2.

Jhingan, M. L (2012). Ekonomi Pembangunan dan Perencanaan, Cetakan ke-14, Penerbit Rajawali Pers, Jakarta.

Kuncoro, Mudrajat (1997). Ekonomi Pembangunan, Teori, Masalah dan Kebijakan, Cetakan Pertama, Unit
Penerbit dan Percetakan, Akademi Manajemen Perusahaan YKPN, Yogyakarta.

International Refereed Research Journal m www.researchersworld.com m Vol.— VIII, Issue — 3, July 2017 [55]



ResearchersWorid -Journal of Arts, Science & Commerce m E-ISSN 2229-4686 m ISSN 2231-4172

Mangkoesoebroto, Guritno (2010). Ekonomi Publik, Cetakan Ketiga Belas, Dicetak dan diterbitkan oleh BPFE,
Yogyakarta.

Mankiw, Gregory (2006) Makroekonomi, Edisi Keenam, Alih bahasa Fitria Liza, Imam Nurmawan, Penerbit
Erlangga, Jakarta.

Semaoen, lksan dan Kiptiyah, Mariyatul (2011) Mikroekonomi, Cetakan Pertama, Penerbit UB Press, Malang.

Solimun (2002). Structural Equation Modeling (SEM), Lisrel dan Amos: Aplikasi di Manajemen, Ekonomi
Pembangunan, Psikologi Sosial, Kedokteran dan Agrokompleks, Edisi I, Penerbit Universitas Negeri
Malang, Malang.

Todaro, Michael P dan Smith Stephen C (2006), Pembangunan Ekonomi Edisi Kesembilan Jilid I, Penerbit
Erlangga, Jakarta.

Gregorious A, Ghosh S (2007). The impact of Government Expenditure on Growth: Empirical Evidence from
Heterogeneous panel. (http://www.brunel.ac.uk/9379/efwps/0701 .pdf).

Komain J, Bratimasrene T (2007). The relationship between Government Expenditure and Economic Growth in
Thailand. J. Econ. Econ. Edu.Res., (http;//findarticles.com/p/ articles/mi.qa5529/?tag=content: col (1).

Loto, M. A (2011). Impact of government sectoral expenditure on economic growth. Journal of Economics and
International Finance Vol. 3(11), pp. 646-652, 7 October, 2011 Available online at
http://www.academicjournals.org/JEIF ISSN 2006-9812 ©2010 Academic Journals.

Raharjo, Adi (2006). Pengaruh Pengeluaran Pemerintah, Investasi Swasta dan Angkatan Kerja Terhadap
Pertumbuhan Ekonomi Tahun 1982-2003 (Studi Kasus di Kota Semarang). Program Pascasarjana
Univesitas Diponegoro, Semarang.

Silalahi, Irene (2002). Pengaruh Investasi PMA dan PMDN Terhadap Penciptaan Kesempatan Kerja serta
Pertumbuhan Ekonomi di Kabupaten Labuhan Batu, Program Pascasarjana Universitas Sumatera Utara,
Medan.

International Refereed Research Journal m www.researchersworld.com m Vol.— VIII, Issue — 3, July 2017 [56]


http://www.brunel.ac.uk/9379/efwps/0701%2520.pdf
http://www.academicjournals.org/JEIF

