TABLE OF CONTENTS

THE IMPACT OF GOVERNMENT EXPENDITURE ON THE AGRICULTURAL
SECTOR IN 9 SELECTED DEVELOPING AGRICULTURAL PRODUCER

COUNTRIES 2010-2019 ... cectiieieeiieieie ettt snenreanas I
UNDERGRADUATE THESIS APPROVAL ....ocotiiiiiieiee et I
PASSED APPROVAL ON THESIS EXAMINATION ....cccovoiieiieieiese e Il
STATEMENT OF THESIS ORIGINALITY oot v
F N S I 2 ¥ X SRS \
ABSTRAK ettt bbbt VI
PREFACE ..ottt ettt e te et et e st et e e et e sresaeaneenaeneens VII
TABLE OF CONTENTS ...ttt IX
LIST OF FIGURES........oiiiiie sttt nne s XV
CHAPTER 1 INTRODUCTION ..ottt 1
1.1 BACKGIOUNG ..ottt bbbt 1
1.2 Research Purposes and AdVANTAQgES ........cccveivieiieiiieeiie et sne s 14

1.2.1  RESEAICN PUIPOSES. ... ccitveeieiiiesieeie e se e e e eeseesteeee e te e sre e sneesre e e 14

1.2.2 Advantages of the ReSEArCh ..........ccccueviiiii i 15
1.4 SystematiCS OFf WITING ......coveieeie e 16
CHAPTER Il LITERATURE REVIEW. ..ot 18
2.1 THEOIEHICAl BASIS.....cc.iiiiiiiiieiiiieiee ettt et 18

2.1.1 Production Function (Cobb-Douglas) ........cccccereriiiiiinieieniecee e 18

2.1.2  Agriculture Sector Production FUNCLION .........cccoevviieieeie e 21

2.1.3  ProduCHION COSt......coiuiiieiiieiesiie sttt sne e 22



2.1.3.1 Elements of Production COSt..........ooueeeeeiieeeeeeeee e 22

2.1.4  Agricultural SECTOr ThEOIY ....coviiiiiiiiieiee e 24
2.1.4.1 Comperhension of AgricUlture...........cccoccoviveieiicii v 24
2.1.4.2  Agriculture's Contribution to the ECONOMY ..........cccovvniviiiininciinnnns 25

2.1.5 AQriculture ECONOMICS.......cccoiiieiieiieiie e 27

2.1.6  AQIICUITUIE SECION ....eiiiiiiieiie e 27
2.1.6.1 The role of Agriculture Sector on Economic Growth.............c..c....... 29

0 O I oo USSP PR 30
2.1.7.1  The relationship between labor and agriculture sector ....................... 30

2.1.8  Government EXPENTITUIE ..........cccuviiiiieieiene e 31
2.1.8.1 Macro Theory of Government Expenditure.........cccccceveveviveiieciieennne. 32
2.1.8.2 Micro Theory of Government EXpenditure...........cccoceveviieninnnnennn 33
2.1.8.3 The relationship between government expenditure and agriculture
sector 33

2.1.9  POPUIALION ..ot 34
2.1.9.1 The relationship between population and agriculture sector............... 36

2.1.10  INFraSIIUCTUIE ... 36
2.1.10.1 The relationship between infrastructure and agriculture sector .......... 37

2.1.11  ConsumMer Price INAeX.......ccccoiieiiiieiieiesee e 37
2.1.11.1 The relationship between consumer price index and agriculture sector

38
2.2 PreviouS RESEAICN .......ccviiiiiiceec et 39
2.3 ReSearch FrameWOIK...........ccuoiiiiiiieiiee st 51
2.4 Research HYPOTNESIS ........c.ciiiiieie e 52
CHAPTER 11l RESEARCH METHODOLOGY ....cocviiiieiiiiiieieie e 53
3.1 Research Variable and Definition of Operational............c.ccccoccvvveiveiiciiesnennn, 53

3.1.1 Research Variable ... 53

3.1.2 Definition of Operational Variable .............cccccooveviiiiiccee e 53
3.1.2.1 Dependent Variable..........ccoooiiiiiiiiiieeee 54
3.1.2.2  Independent Variable ...........cccooveieiieiicie e 55

3.2 Type and SOUICES OF DALA .......cccrveruiriiiiiiieieieeie s 57
0 R B T L= B Y/ oL T TR P ST PPRPP 57
3.2.2  DALA SOUICES. ......eeeieeiuiieeiee ettt ettt ettt ettt s e sbe e sie e e beesaneenbeesneas 57

3.3 Method of ANalyzZiNg Data..........cccccceeiieiiiiiiie e 58
3.3.1  Panel Data ANAlYSIS ......ccooiiiiiiiiieisee e 59
3.3.2  Classical ASSUMPLION TESt......ccciieiieieieeie e 63



3.3.2.1  NOMMAILY TESE ...vieieiicciece e 63

3.3.2.2  MUItICOIINEAITLY TESE.....ccueiieeieieiereeste e 64
3.3.2.3  HeteroscedastiCity TSt .......ccevveiiiiieiieie e 64
3.3.2.4  AULOCOITEIAtION TESL....c.viieeieieiecieesieee e nne s 65
3.3.25 EGLS Regression ANalYSIS.......cccccciveiiiiieiiieieeieseesie e sie e s sae s 65
3.3.3  Hyphothesis TeSTING ......ccceiuiieriiiiiiisie e 66
3133l BT ciiiiciiciieie e et 66
3.3.3.2 S nes 67
3.3.3.3  Coefficient Determinants (R2).......ccovvreririnienieieniese e 68
3.3.4  ReSEAIrCN MOUEL.......cviiieiieece e 68
CHAPTER IV RESULT AND DISCUSSION .....ccciiiiiiiiiiisiisieie e 70
4.1 Description of Research ODJECT .........ccoveiiiiiiieii s 70
4.1.1  AQFICUITUIE SECIOT ...ccviiiiiicieee ettt 70
A.1.2  LADOK e 72
4.1.3  Government EXPenditure .........cccoveieeieieeis e 74
414 POPUIALION ...t 76
4.1.5  INFrASLIUCTUIE ...t 78
4.1.6  CONSUMET PrICE INUEX .....iiveeiiiieiiieiieeiiesieesieeie e sieesee e sie e e e eneesnee e 80
4.2 Data ANAIYSIS ...ocviiieiicce e e nre s 82
4.2.1 Panel Data Analysis Regression Result ..........c.coovviveiiieneninenceeee, 82
4.2.2 Determination of Panel Data Model ..o, 83
4.2.3 Classical ASSUMPLION TEST.......uiiiiiiiieiesie e 84
4.2.3.1  NOrMALY TeSt ..cieiiiieiie et e 84
4.2.3.2  MUltiCOINEArItY TeST......ciiiiiiiieee s 85
4.2.3.3  AULOCOITEIALION TESE....ccuiiiiiiieiieiesiee e 86
4.2.3.4  HeterosCedastiCity TESt ........cccvvuierieierieie e 86
4.2.4 Regression Analysis Result with EGLS...........ccccoeviiiviivieccic e 87
4.2.5 Coefficient of Determination ANAlYSIS ..........ccoovviviriieiiiene e 89
4.2.5  SIGNITICANCE TS ..ciiiiiiii it 89
4.2.5.1 Simultaneous Significance TeSt........ccccovviieiieeiesieere e 89
4.2.5.2 Partial SIgnIficance TSt ........coviieiiiiiieie e 90

4.3 ReSUIL INTErPretatioN.........ccveiieieeieiie e eee e e et sre e e e nae s 91
A.3.1 LADOK e 91
4.3.2  Government EXPENdItUIe .........ccovveieeieieese e 92
4.3.3 POPUIALION ..ot 94
4.3.4  INTIASIUCTUIE ....ovieeieiieeee et 95
4.3.5 COoNSUMET PrICE INUEX ....eeivieiiiieiiieiesiiesiee st ie sttt nee s 96

Xi



CHAPTER V CONCLUSION ......ooiiiiiiiiiiii 98

5.1 CONCIUSTON. ...ttt bbbt 98
5.2 LIMITALIONS ...ttt ettt 100
5.3 SUQOESTIONS ...ttt ettt bbbt 100
REFERENCGES ...ttt 104
ATTACHMENTS ..ot b e 104

Xii



