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ABSTRACT: This research is intended to know: (1) How much the influence of government expenditure, spending on
education and health, bank credit, regional minimum wage and property price index on the sacrifice ratio, both directly and
indirectly through manufacturing productivity, trade opennes, economic growth and educated unemployment in Indonesia; (2)
How much the influence of manufacturing productivity on the sacrifice ratio, both directly and indirectly through trade
opennes, economic growth and educated unemployment in Indonesia; (3) How much the influence of trade opennes on the
sacrifice ratio, both directly and indirectly through economic growth and educated unemployment in Indonesia; (4 ) How much
Be influence of economic growth on the sacrifice ratio, both directly and indirectly through educated mremp!’o.\,-'mern'n
Indonesia. The data used are secondary data that obtained from Central Bureau of Statistics and Bank of Indonesia. The unit
of analysis are the panel data from 31 provinces in Indonesia (2006-2014). The method of analysis employed is the estimation
method of simultaneous equation. The research findings indicate that government expenditure, manufacturing productivity and
educated unemployment have a negative impact on the sacrifice ratio in Indonesia. Meanwhile, bank credit, regional minimum
wage, property price index and trade opennes have a positive impact on the sacrifice ratio in Indonesia. Finally, spending on
education and health and economic growth have no impact on the sacrifice ratio in Indonesia.
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1
1. INTRODUCTION gmultaneous Equation Model (SEM) in this research can be
Disinflation will always require the sacrifice of excess  seen in the following functional equation:
unemployment from the natural rate. The magnitude of such  y;, = op + 0%, + 02X + o3xs + ogXy + OsXs + yy (1)
excess is then kngfn as the sacrifice ratio. The natural rate  y, = Bo+ Brys + Paxp + Paxa + Paxs + PBsxy + PeXs

here is defined as the non-accelerating inflation rate of + 2 (2)
unemployment/NAIRU [1-7]. Yi = Yot viyr t vaya vaXg FovaXs +ysXs +oveXy
Monetary policy authorities to curb inflation by reducing tyaXs + Hs (3)
money growth would lead to economic growth fell away y; =85+ 8,y + Oayz + 83ys + 84%; + Osxz + 84X5
from its natural level. This then led to rising unemployment + 9%y + OgXs + Jiy (4)
and the sacrifice ratio [8]. Purchasing power, aggregate ys =g+ gy, +e2y2 + &3y3 + &4ys + 85X + 86X2
demand and inflation then falls [9]. tEgXs + EgXy t EoXs + s (5)

Furthermore, while melinleliningd controlling the sacrifice
ratio at a certain period until inflation fell more than the
decline in money growth, purchasing power and aggregate
demand then gradually increased. This opens up a space
revival of economic growth. The ultimate effect of these
cases, the unemployment rate fell and unemployment due to
the sacrifice of disinflation can be covered [10].

Again, disinflation will lead to costs in the form of rising
unemployment. However, with a good control on the sacrifice
ratio for a certain period, the disinflation costs can be
covered. The problem that then needs to be examined is how
much and for how long the duration of the sacrifice ratio to
be borne? How did the influence of macroeconomic policy on
this scale?

2. MAITERIAL AND METHODS

The data used in this research is secondary data obtained
from Bank Indonesia and the Central Bureau of Statistics
(BPS), in nhich the financial data obtained from Bank
Indonesia. Estimation, analysis and research carried out using
panel data that is combined time series (yearly from 2006
through 2014) and the cross-section (31 provinces in
Indonesia) with the location of the research is the Indonesian
territory as a whole.

Where, y;s is sacrifice ratio, measured in ratio; y4 is educated
unemployment rate, measured in percent; y; is economic
growth, measured in percent; y: is trade opennes, measured in
ratio; 'y, is manufacturing productivity, measured in
rupiah/person; x; is government spending, measured in
rupiah; x; is education and health spending, measured in
rupiah; xs is bank credit, measured in rupiah; x4 is provincial
minimum wage, measured in rupiah; xs is property price
index, measured in ratio; og, . Yo, 6o and g, are cfifistants; o,
C Oy Broe Bas Yioee Ve Oy . 8y and &) .. gy g each as
parameters to be estimated; . o, 13, pe and ps are random
erTor terms.
The reduced form based on Equation 1-5 can be presented in
the following equation:

Yi= Og +oyX 00Xy FooaXs Tt ogXy toosXs + jy (6)
y2 = Cot Cuxp + Goxp + Gaxy + Gaxyg + GsXs + pypa (7
¥3 = Mo+ MiXy + MaXo + MaXs + MeXy + MNsXs + fyos (8)
ya=0p+ 0,x; + 02x; + 03x3 + 04%4 + O5x5 + J 1234 9
¥s = loF uX Xy F Xy Xyt sXs + Joaes (10)

Where, oy, {o, Mo, 0o and 1o anunstants: Oty oo Oy G1 v Gou M
e My O, . 0, and 1y ... 1, are the total effects of variable
Xps....X, to variable yi...¥. M2 M. Wiose and pyosys are
composites random error.
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3. RESULTS AND DISCUSSION

The estimate results of the research can be seen in Table 1:

Table 1. The Estimate Results

Directions Regression t-Statistic Prob.

of Effect Coelficients
X =>y, 1.175*% 22449 0.000
Xy =>y; 0.681* -15.019 0.000
X3=>y; 0.186* 5.256 0.000
Xg=>y; 0.463* 3.268 0.001
Xs=>y; -0.006* -4.571 0.000
Vi => Y2 0.439* 6.441 0.000
X => Y, 0.156 -1.569 0.117
X2=>y2 0.507* 7.324 0.000
X3=> Yy, 0.272* -6.477 0.000
Xy => ¥, 1.113* 6.797 0.000
Xs=> Y2 -0.008* -5.224 0.000
VI=> Vs 0.214 1,032 0.302
Ya=>y3 -0.031 -0.180 0.857
X =>yy -1.533* -5.378 0.000
X3 =>yy 0.539*% -2.504 0.012
X3=>y3 1.007* 7.836 0.000
Xy => ¥y 1.234% 2450 0.014
Xs=> Y3 -0.003 -0.695 0487
Vi =>yy 0.010 0441 0.659
Y2 =>yy 0.061* -3.262 0.001
Yi=>yy 0.001 0.191 0.849
X1 =>yy -0.061 -1.868 0.062
Xy =>y, 0.120* 5.064 0.000
X3=>y, -0.022 -1.405 0.160
X4 => Yy 0.370* 6.657 0.000
Xs=>y, -0.004* -6.948 0.000
Y => s 0.254* 2.942 0.003
Yo => s 0.256% -3.553 0.000
Yi=>ys -0.037 -1.472 0.141
Va=> Vs 0.876% 3.844 0.000
X =>ys 0.677* 5417 0.000
X3 =>ys -0.040 0419 0.675
X3=>ys 0491 -8.308 0.000
Xy =>ys -2.705*% -11.907 0.000
X5 =>ys 0.010* -4.610 0.000

*) Significant at « = 5%

R’y = 0.739; R%y, = 0.459; R%y; = 0.387: Ry, = 0.336;

R’y =0.654; N =279

The direct effect of government spending on the sacrifice
ratio shows a positive and significant effects. This means that
increase in government spnling will increase unemployment
sacrifice ratio, vice versa. These results are not in accordance
with the initial hypothesis which states that government
spending negatively impact directly and significantly to the
sacrifice ratio unemployment. Moreover, this result is also
not in accordance with the theory [11] which states that
government spending is negatively correlated with the
sacrifice ratio.

The direct effect of government spending on the
manufacturing productivity showed a significant and positive
effect. This means that increase in g()nnmenl spending will
increase manufacturing productivity. These results are also
consistent with the theory [12] which states that government
spending is positively correlated with the manufacturing
productivity. 15
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The direct effect of government spending on the trade
opennes shown a insignificant effect. This means that change
in g()\fﬁ]mem spending will not affect the trade opennes.
These result is not consistent with the theory [13] which
states that government spending is positively correlated with
the trade ()l:anes.
The direct effect of government spending on the economic
growth showed a significant and negative effect. This means
that increase in government spending will decrease economic
growth. These result inconsislenlh the theory [14] which
states that government spending is positively correlated with
the economic growth.
The direct effect of government spending on the educated
unemployment shown a insignificant effect. This means that
change in g()vemmenlanending will not affect the educated
unemployment. These result is not consistent with the theory
[15] which states that government spending is negatively
C()rraed with the educated unemployment.
The direct effect of education and health spending on the
&riﬁce ratio shown a insignificant effects. This means that
change in education and healtlnpending will not affect
unemployment sacrifice ratio. These results are not in
accordance with the initial hypothesis which states that the
kind of spending negatively impact directly and significantly
to the sacrifice ratio unemployment. Moreover, this result is
a;() not in accordance with the theory [11] which states that
education and health spending is negatively correlated with
the S'iﬁce ratio.
The direct effect of education and health spending on the
manufacturing pr()duclivilh()wed a significant and negative
effect. This means that increase in education and health
spending will decrease manufacturing productivity. These
e;ulls inconsistent with the theory [16] which states that
education and health spending is positively correlated with
the namfﬂcluring productivity.
The direct effect of education and health spending on the
trade ()penn shown a significant and positive effect. This
means that increase in education and health spending will
increase the trade opennes. ese result consistent with the
theory [13] which states that education and health spending is
p()sitatly correlated with the trade opennes.
The direct effect of education and health spending on the
economic gr()wll'emwed a significant and negative effect.
This means that increase in education and health spending
will decrease economic growth. Thes sult inconsistent
with the theory [14] which states that education and health
spenalg is positively correlated with the economic growth.
The direct effect of education and health spending on the
educated unemployment a()wn a significant and positive
effect. This means that increase in education and health
nding will increase the educated unemployment. These
&ult is not consistent with the theory [15] which states that
education and health spending is negatively correlated with
the educellaunempl()ymem.
The direct effect of bank credit on the sacrifice ratio shown a
significant and negative effects. This means that increase in
bank credit will decrease unemployment sacrifice ratio. These
results accordance with the initial hypothesis which states
that bank credit negatively impact directly and significantly
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to the sacrifice ratio unemployment. Moreover, this result is
also accordance with the theory [17] which states that bank
credit is negatively correlated with the sacrifice ratio.

The direct effect of bank credit on the manufacturing
productivity showed a significant and positive effect. This
means that increase in bank credit will increase
manufacturing productivity. These results consistent with the
theory [18] which states that bank credit is positively
correlated with the manufacturing productivity.

The direct effect of bank credit on the trade opennes shown a
significant and negative effect. This means that increase in
bank credit will decrease the trade opennes. Tme result
inconsistent with the theory [13] which states that bank credit
apositiw:ly correlated with the trade opennes.

The direct effect of bank credit on the m()mic growth
showed a significant and positive effect. This means that
increase in bank credit will increase economic growth. TEbe
result consistent with the theory [13] which states that bank
Edit 1s positively correlated with the economic growth.

The direct effect of bank credit on the educated
unemployment shown a insignificant effect. This means that
change in bank cral will not affect the educated
unemployment. These result is not consistent with the theory
[19] which states that bank credit is negatively correlated
with the educated unemployment.

The direct effect of minimum wage on the sacrifice ratio
shown a significant and negative effects. This means that
increase in minimum wage will decrease unemployment
sacrifice ratio. These results accordance with the initial
hypothesis which states that minimum wage negatively
impact directly and significantly to the sacrifice ratio
unemployment. Moreover, this result is also accordance with
the theory [20] which states that minimum wage is negatively
correlated with the sacrifice ratio.

The direct effect of minimum wage on the manufacturing
productivity showed a significant and positive effect. This
means that increase in minimum wage will increase
manufacturing productivity. These results consistent with the
theory [21] which states that minimum wage is positively
correlated with the manufacturing productivity.

The direct effect of minimum wage on the trade opennes
shown a significant and positive effect. This means that
increase in minimum wage will increase the trade opennes.
These result inconsistent with the theory [22] which states
that minimum wage is negatively correlated with the trade
opennes.

The direct effect of minimum wage on the economic growth
showed a significant and positive effecla' his means that
increase in minimum wage will increase economic growth.
These result conaem with the theory [23] which states that
minimum wage is positively correlated with the economic
n)wth.

The direct effect of minimum wage on the educated
unemployment shown a significant and positive effect. This
means that increase in minim@&f wage will increase the
educated unemployment. These result is not consistent with
the theory [24] which states that minimum wage is negatively
correlated with the educated unemployment.
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The direct effect of property price index on the sacrifice ratio
shown a significant and negative effects. This means that
increase in property price index will decrease unemployment
sacrifice ratio. These results accordance with the initial
hypothesis which states that property price index negatively
impact directly and significantly to the sacrifice ratio
unemployment. Moreover, this result is also accordance with
the theory [25] which states that property price index is
negatively correlated with the sacrifice ratio.

The direct effect of property price index on the
manufacturing productivity showed a significant and negative
effect. This means that increase in property price index will
decrease manufacturing productivity. These results consistent
with the theory [25] which states that property price index is
negatively correlated with the manufacturing productivity.
The direct effect of property price index on the trade opennes
shown a significant and negative effect. This means that
increase in property price index will decrease the trade
opennes. These result inconsistent with the theory [26] which
states that property price index is positively correlated with
the trade opennes.

The direct effect of property price index on the economic
growth showed a insignificant effect. This means that change
in minimum wage will not affect economic growth. These
result inconsistent with the theory [27] which states that
property price index is positively correlated with the
n()n()mic growth.

The direct effect of property price index on the educated
unemployment shown a significant and negative effect. This
means that increase in property price index will decrease the
educated unemployment. These result consistent with the
theory [25] which states that property price index 1is
negatively correlated with the educated unemployment.

The direct effect of manufacturing productivity on the
sacrifice ratio shown a significant and positive effects. This
means that increase in memufﬂclm‘in productivity will
increase unemployment sacrifice ratio. These results is not
accordance with the initial hypothesis which states that
manufacturing productivity negatively impact directly and
significantly to the sacrifice ratio unemployment. Moreover,
this result is also not accordance with the theory [28] which
states that manufacturing productivity is negatively correlated
with the sacrifice ratio.

The direct effect of manufacturing productivity on the trade
opennes shown a significant and positive effect. This means
that increase in manufacturing productivity will increase the
trade opennes. These result consistent with the theory [22]
which states that manufacturing productivity is positively
correlated with the trade opennes.

The direct effect of manufacturing productivity on the
economic growth showed a insignificant effect. This means
that change in manufacturing productivity will not affect
economic growth. These result inconsistent with the theory
[29] which states that manufacturing productivity 1is
silively correlated with the economic growth.

The direct effect of manufacturing productivity on the
educated unemployment shown a insignificant effect. This
means that change in manufacturing productivity will not
affect the educated unemployment. These result inconsistent
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with the theory [21] which states that manufacturing
productivity is negatively correlated with the educated
unemployment.
The direct effect of trade opennes on the sacrifice ratio shown
a significant and negative effects. This means that increase in
trade opennes will decrease unemployment sacrifice ratio.
These results is accordance with the initial hypothesis which
states that trade opennes negatively impact directly and
significantly to the sacrifice ratio unemployment. Moreover,
this result is also accordance with the theory [26] which states
that trade opennes is negatively correlated with the sacrifice
ratio.
The direct effect of trade opennes on the economic growth
showed a insignificant effect. This means that change in trade
opennes will not affect economic growth. These result
inconsistent with the theory [30] which states that trade
openrff is positively correlated with the economic growth.
The direct effect of trade opennes on the educated
unemployment shown a significant and negative effect. This
means that increase in trade opennes will decrease the
educated unemployment. These result consistent with the
theory [31] which states that trade opennes is negatively
correlated with the educated unemployment.
The direct effect of economic growth on the sacrifice ratio
shown a insignificant effects. This means that change in
econ()ln: growth will not affect unemployment sacrifice
ratio. These results is not accordance with the initial
hypothesis which states that economic growth negatively
impact directly and significantly to the sacrifice ratio
unemployment. Moreover, this result is also not accordance
with the theory [8] which states that economic growth is
gellively correlated with the sacrifice ratio.
The direct effect of economic growth on the educated
unemployment shown a insignificant effect. This means that
change in economic growth will not affect the educated
unemployment. These result inconsistent with the theory [32]
which states that economic growth is negatively correlated
with the educated unemployment.

1
4. gONCLUSION
The conclusion of the research as follows:
e Government spending policy has not been effective in
reducing the sacrifice ratio and boost economic growth in
Indonesia. However, government spending policies still
need to be encouraged to remember its role in improving
manufacturing productivity.
Policies expenditures on education and health has not been
effective in reducing the sacrifice ratio and boost economic
growth in Indonesia. Besides the role of education and
health spending in improving manufacturing productivity
also needs to be reexamined. Similarly, the role of the
absorption of skilled manpower. However, spending on
education and health policies still need to be encouraged in
view of its role in improving trade opennes.
The central bank's policy in the form of credit disbursement
is very effective in stimulating the real sector in Indonesia
and was instrumental in reducing the sacrifice ratio.

Sci.Int.(Lahore),29(1),175-179,2017

e The minimum wage policy is also very effective in
reducing the sacrifice ratio and also serve to encourage the
real sector in Indonesia.

e The price stabilization policy also successfully reduce the
sacrifice ratio in Indonesia. However the role of this policy
still needs to be improved, particularly in boosting the real
sector.

e The role of the manufacturing sector in reducing the
sacrifice ratio is still low. Similarly, the role of the real
sector in Indonesia.

e The international trade have a positive impact on workers

in Indonesia, particularly of skilled manpower. However,

the role of international trade on the domestic economy is
still low.

Economic growth in Indonesia has not been qualified.

Proven with no effect to employment.
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