TABLE OF CONTENT

TITLE PAGE ...ttt e et ne e e e saeeanne e I
SUPERVISOR APPROVAL ...ttt I
APPROVAL OF EXAM PASSAGE ... i
STATEMENT OF THESIS ORIGINALITY oo iv
MOTTO AND DEDICATION ..ottt v
ABSTRAK L.ttt e e e e e e nraearaeeanes Vi
A B ST RA CT e r e e e e e e vii
FOREWORDS ...ttt et e et e e e e nneas viil
TABLE OF CONTENT ..ooiiie ettt e Xi
LIST OF TABLES ... .ottt XVii
LIST OF FIGURES ...ttt XViii
LIST OF APPENDIXES. ...ttt XiX
CHAPTER 1 INTRODUCTION ..ottt 1
1.1 Background of the StUAY ..........cccooiriiiiiiiecee s 1

1.2 Problem STatemENT........cooiiiiiiiieee s 6

1.3 Research ODJECtIVE USES........cccooiiiiiiieieiesiesie e 7
1.3.1 Research ODJECHIVES ..o 7

1.3.2 Benefit from the ReSearch..........cccocviiiiiiiiiii e 7

1.4 SystematiC Of WIITING ...c.oooviiiiieiiiiiceeee s 8
CHAPTER 2 LITERATURE REVIEW .....cooooe e 10

Xi



2.1 TheoritiCal BASIS .....cooeveveeeeeeeeeeeeee e 10

2.1.1 Neoclassical Economic Growth Theory........cccccooeviviiriiverennnnne. 10
2.1.2  Structural Theory of POVErtY.......ccccoovviiiieniiesiere e 14
2.1.3  WEelfare ThEOIY .....ooveiiiieciee e 16
2.1.4 Quasi PUDIIC GOOUS........ccoieiiiieiiieie e 18
2.2 EMPITICal STUAIES ..ot 20
2.2.1 Empirical Studies on Economic Growth..........ccccevvirenineninnn. 20
2.2.1.1 Infrastructure (Toll Road) on Economic Growth.......... 20
2.2.1.2 Education on Economic Growth...........ccccceeviiiinnnnnne 21
2.2.1.3 Road on Economic Growth..........cccceeveveienencinnnnnnn 22
2.2.1.4 Democratic Index on Economic Growth ...................... 24
2.2.1.5 Investment on Economic Growth ...........ccccoceeerinnnnnnn 24
2.2.1.6 Population on Economic Growth..........cccceeiiiinnnnnne 25
2.2.1.7 Government Expenditure on Economic Growth........... 26

2.2.2 Empirical Studies 0n POVErtY .........cccooeiiiiniiinieee e 26
2.2.2.1 Infrastructure (Toll Road) on Poverty...........c.ccocevenee 26
2.2.2.2 Education on POVErtY ........cccooeiiiininieieeec e 26
2.2.2.3 Road on ECONOMIC POVEIY .......cccovvviieiiiiieic e 27
2.2.2.4 Democratic Index on POVErtY .........ccooevvverencieninnnnn, 28
2.2.2.5 Investment 0N POVEITY ......ccocvevveiiiiiiiiecceseee e 29
2.2.2.6 Population on POVEIY........cccoceiiiiniiieiiie e 29
2.2.2.7 Government Expenditure on POVerty...........cccccoeenenene. 30

2.3 PreviouS STUAIES.......c.oiviiiiiiieiieieeee e 30

Xii



2.4 Conceptual FrameworK...........cooviiiiiiniicieseeeeee e 41

2.5 Research HYPOtNeSIS........cccoiiiiiiiieice e 42
CHAPTER 3 RESEARCH METHODS ........coiiieee e 44
3.1 Research Variable and Definition of Operational...............ccccccovrvnnne. 44
3.1.1 Dependen Variable...........cooooiiiiiiniiieee e 44
3.1.2 Independen Variable ... 45
3.1.3  Control Variables ... 45

3.2 Types and SOUICES Data..........c.corvreriiiieieneie e 46
3.3 Method Of ANAIYSIS.......c.cceiiiiiiiiee s 47
3.3.1 Descriptive ANAlYSIS .......ccooiiiiiiiiieeee s 47
3.3.2 Difference in Difference (DiD)........ccccooviiiiiniinieienc e 47
3.3.3 Classical ASSUMPLION TESE.......ccevverviiiirieiinieieieeee s 52
3.3.3.1 HeteroskedastiCity .........ccooervereriririnieieeresc e 53

3.3.3.2 MUItICOENANTLY ..o 54

3.3.4 Simultaneous and Partial Significance Test.........ccccocevervrvriennn. 54
3.3.4.1 Simultaneous Significance Test (F-Test)........cc.ccovnee. 54

3.3.4.2 Partial Significance Test (T-test) .......ccoovvvrercrvrnnnnnn 55

3.3.5 G00dness of Fit TESt (R2).....cccuerurrererieienieriseeeeie s 55
CHAPTER 4 RESULT AND ANALYSIS ..o 57
4.1 Description of Research ODJeCtS.......cccooviiiiiiiiiiiee 57
4.1.1 Overview of the Java PrOVINCE ........ccccovvviviiieienene e 57
4.1.2 Economic Growth Condition in Java Province............cc.ccocevuenne. 58
4.1.3 Poverty Condition in Java Province..........ccoceveveneneienenennnn 60

Xiii



4.2

4.3

4.1.4 Road Conditions in EACh ProVINGCE .........ueeeueeeeeeans 61

4.1.5 Education Conditions in Each Province...........cccccocevenenvninnne. 62
4.1.6 Democratic Index in Each Province..........cccccovvenencicnnnnnnnnn 63
4.1.7 Domestic Investment in Each Province ..........cccccoeiiienviinnnn. 64
4.1.8 Foreign Investment in Each Province ..........cccceovviiicnininnnn. 65
4.1.9 Population Conditions in Each Province............ccocovevneniinnnns 66
4.1.10 Government Expenditure Conditions in Each Province ............. 67
Data ANAIYSIS ..ottt 68
4.2.1 DeSCriptive STAtISTICS ... ..ccveieiiierierieiese e 69
4.2.2 Difference in Difference Method Estimation Results................. 74
4.2.2.1 Parallel Trend ASSUMPLION .....ccooviviiieiieeiec e 75
4.2.2.2 Estimation Results of DiD Without Covariate Variables
....................................................................................... 78

4.2.2.3 Estimation Results of DiD with Covariate Variables ... 79

4.2.3 Classical ASSUMPLION TESt.......cccoiviiririiineee s 81
4.2.3.1 HeteroscedastiCity TESt .........covvrirrrriereie e 82
4.2.3.2 Multicollienarity TeSt........cccovireririiiieiee e 82

4.2.4 Simultaneous and Partial Significance Test...........ccccvcervrirnnne. 84
4.2.4.1 Simultaneous Test (F-TeSt).......cccorvrririnereniienenen 84
4.2.4.2 Partial Significance Test (T-teSt) ....cccocevervrerirenennnn 85

4.2.5 Goodness Of Fit TESE (R?)...cccovrereriririsineeieie s 87
Discussion Of FINAINGS.........cuoiiiiiiiiieec e 88
4.3.1 Economic Growth DID Model ..........c.ccoovvvviiiiiinineee 88

Xiv



4.3.1.1 The Influence of Toll Road (DiD) on Economic Growth

....................................................................................... 88
4.3.1.2 The Influence of Education on Economic Growth ....... 89
4.3.1.3 The Influence of Road on Economic Growth................ 90

4.3.1.4 The Influence of Democratic Index on Economic Growth

4.3.1.5 The Influence of Domestic Investment on Economic
[©] 0111 1 [ SR 92
4.3.1.6 The Influence of Foreign Investment on Economic
GIOWEN .o 92

4.3.1.7 The Influence of Government Expenditure on Economic

GIOWEN ..o 93

4.3.1.8 The Influence of Population on Economic Growth....... 94

4.3.2 Poverty DID MOdel .......cccooiiiiiiiiieeeee s 94
4.3.2.1 The Influence of Toll Road (DiD) on Poverty.............. 94
4.3.2.2 The Influence of Education on Poverty .............cc.ce...... 95
4.3.2.3 The Influence of Road on POVerty .........ccccocevivvninnnnne 96
4.3.2.4 The Influence of Democratic Index on Poverty............ 97
4.3.2.5 The Influence of Domestic Investment on Poverty ...... 98
4.3.2.6 The Influence of Foregin Domestic on Poverty............ 98

4.3.2.7 The Influence of Government Expenditure on Poverty 99
4.3.2.8 The Influence of Population on Poverty ..................... 100

CHAPTER 5 CLOSING ..ottt 101

XV



5.1 CONCIUSION ..o 101

5.2 LIMITATION. ..ceiiiiiiiice e 103
5.3 SUQGOESTION. ...ttt sttt eas 104
REFERENGES........o ettt sre e 105
APPENDIIX ...t 116

XVi



