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Abstract 
 

The research aims to test the influence of East Java Propince Budget on growth and poverty. Beside of 

this, the results of this study will not only estimate the efficiency of the management of the local 

government on budget, but estimate also how big the effects in increasing the efficiency of spending to 

society welfare in East Java Province. In this study, the Stochastic Frontier Analysis (SFA) are used as 

estimation method to the efficiency level for strategy sectors,  as education, health, and infrastructure. 

Then, the Three Stage Least Square (3SLS) are used for estimating how far the effects in increasing 

the efficiency of spending on society welfare are. Based on the analysis results, for the said three 

sectors, efficiency action on health sector budget is better than education and infrastructure sector. For 

those, it shows us the different difficultly level for local government to manage each sector of budget. 

Education sector is the most complicate in comparison with health and infrastructure sector. However, 

budget efficiency on education, health and infrastructure sector do not always give positive impact on 

the society welfare level. 

Key words: Society welfare, Efficiency on budget, Economical Growth, Stochastic Frontier 

Analysis (SFA), Three Stage Least Square (3SLS) 

 

1. Introduction 
 

The role of local government in economic development are represented by the magnitude of 

Revenue and Expenditure (Budget). Acceptance of the budget substantially pointed by withdrawal of 

public funds, the allocated both through direct and indirect spending on productive sectors and the 

public. Based on this, the budget is an instrument of public policy. That are called distribution. 

Otherwise, by sufficient dominant balanced of fund, the increasing on budget expenditure contributed 
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the local economy activity. Basically, budget  expenditure  could increase consumption and 

investment which ultimately resulted the acceleration on growing of Gross Domestic Product (GDP). 

Furthermore, the growth  GDP lead declining on the unemployment rates which finally could reduce 

the  poverty level. Thus, by budget, the local government could actualize the society welfare as 

reflected in increasing economy activity as well as reducing the number of poor people. 

In East Java Province, it seems the role of local government through budget has not shown as 

the said condition above. Not significantly yet in increasing prosperity through both accelerated 

economic growth and poverty reduction. Picture 1 illustrates the relationship between the growth of 

local government’s role through budget on economic growth. If there is positive correlation between 

budget growth with GDP, it should be shows us that much district region of East Java Province spread 

in quadrant I and III. In fact, exactly there are much district region spreads in quadrant II and IV. It’s 

indicates that there are unclear pattern relationship between the role of local government with 

economic growth. Beside of that, in two different time periods, year 2007-2008 and 2009-2010, we 

found that too weak on the relation ship between budget and GDP growth. 

 

Picture-1. Relationship between Growth of Budgets and Economic years 2007-2008, and the 2009-

2010 

 
Source: BPS (Statistical Centre Bureau), processed 

 

The above facts indicates that the relationship between the role of regional economic activity to 

be determined by the presence of other factors, something like the  efficiency of spending in each of 

these areas, especially public spending on education,  health,  and infrastructure. Awarness to the 

importance of the efficiency of public spending has been a large consensus, so any changes on budget 

policy always include the efficiency budget aspect as policy targets. Decentralization policy, for 

example, always expect the achievement of the efficiency of public spending.  However, studies on the 

impact of the policy on the efficiency of budget is still limited (Curristine, T., Lonti, Z., and Joumard, 

I., 2007). The most complicated issues in the study of efficiency in the public sector budget is the 

measurement method. However, after the frontier efficiency approach being developed, the 

measurement of efficiency in the public sector could be done (Kumbhakar and Lovell, 2000), 

eventhough the output quality aspect  usually  iqnored or being equal on public goods among the 

regions studied. 

GDP Growth of 2007 / 2008 

Quadrant IV Low Growth of Budget but High Growth of 

GDP 

Quadrant I High Growth of Budget and GDP 

 

Blitar, Banyuwangi, Kota Madiun , Kota Pasuruan, 

Tulungagung, Mojokerto, Tuban, Kota Surabaya, 
Kota Probolinggo, Kota Mojokerto 

Bojonegoro, Ponorogo Kota Blitar, Kota Malang, 

Trenggalek, Kota Batu 

Quadrant III Low Growth of Budget and Low of GDP Quadrant II High Growth of Budget but Low of GDP 

Pamekasan, Kediri, Kota Kediri, Probolinggo, 

Situbondo, Ngamjuk, Sidoarjo, Jombang 

Sampang, Sumenep, Jember, Bondowoso, 

Pasuruan, Magetan, Gresik, Pacitan, Malang, 

Lumajang, Lamongan, Bangkalan, Ngawi, Madiun 

 

GDP Growth of 2009/2010 

Quadrant IV Low Growth of Budget but High Growth of 

GDP 

Quadrant I High Growth of Budget and GDP 

 

Blitar, Banyuwangi, Kota Madiun , Kota Pasuruan, 
Jember, Probolinggo, Magetan, Gresik, Kota Blitar, 

Kota Malang 

Bojonegoro, Bondowoso, Pasuruan, Situbondo, 
Nganjuk, Tuban, Kota Surabaya 

Quadrant III Low Growth of Budget and Low of GDP Quadrant II High Growth of Budget but Low of GDP 

Pamekasan, Kediri, Kota Kediri, Tulungagung, 

Mojokerto, Pacitan, Malang, Lumajang,  Lamongan, 
Bangkalan, Ngawi, Madiun, Trenggalek, Kota Batu 

Sampang, Sumenep, Ponorogo, Sidoarjo, Jombang, 

Kota Probolinggo, Kota Mojokerto 
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Therefore, the main focus of this dissertation  is to answer those problems, such as : is it true 

that the efficiency level of regional financial management resulted in an increase of welfare?  Either 

through economic growth and  poverty reduction  at  the  same  time. Thus, this dissertation consist 

two main objectives, as follows : 

1. Founding the magnitude rank (score) the efficiency of budget spending in the public sector in all 

regencies/cities in East Java Province. 

2. To know how big the impact of management efficiency ratings in public sector spending on social 

welfare in East Java Province. 

 

2. LITERATURE 
 

2.1. Main actor in Economic Development 
In discussion of economic theory, there are two actors in the economic development of a 

country. Firstly, mainstream view that pointed to liberalism which focuses to the individual freedom in 

prosperity achievement (Lampert, 1994). It means that the role of private sector is very dominant. But 

liberation in accessing existing resources causing inequal possession on assets. Inequal possetion of 

both individual and group on existing resources, make cripple on revenue between each and others,  

than  causing big and large exploration for provit motive only (profit oriented). 

Secondly, non mainstream view which argues that centralized management of the economy 

(hierarchy) is a system based on Marxism-Leninism which the government has full authority to control  

all economic activity, including both production and distribution. Administrator is the state actors have 

monopoly on economic decissions, therefore they must have access to more information  on  demand,  

supply of goods and raw material as well as production capacity, including the technology (Lampert, 

1994). 

The economic management in Indonesia based not on two mainstream views above, but mixing 

both of them. Because of unique typical of Indonesian geographics which much islands (archipelago), 

multy culture, and other diverse will challenge to be faced. Then raising decentralization era which the 

obyectives are  minimalized the above constrains. There fore, Indonesian national economy, two main 

actors are leading. Development economy be managed by government and  private  sector  

simultanously. The  role of  private sector show on investment which create economic activity,  

otherside  the role of government is on public expenditure wich increase the district capacity. Those 

two roles could increase society welfare through both high economic growth and poverty reduction. 

For more clear could be seen in the Picture 2. 

 

Picture-2. Top Performers in Economic Development 

 

 
           Source: Lampert, 1994, modified 
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2.2. The Relationship Between Efficiency Level on Public Expenditure Sector With Society 

Welfare 

Government's role in society welfare could be done by managing the budget efficiently. It’s 

mean that every regional expenditure must clear for the output.  As far as we know that efficiency is 

output and input ratio. At time of efficiency achived, it will increase capacity of the local economy 

such as education capacity, healts capacity and infrastructure capacity. Those increasing capacity 

above will increase  social welfare through  regional economic growth and reducing poverty level. 

Meanwhile, the quality of human resources and unemployment level reflected at the poverty level. 

When the local poverty level is low, then the human  resources is high and the unemployment will also 

be reduced  due to  public has more access to get job.  More briefly be described in the Picture no 3. 

 

Picture-3.  Relation ship Between Efficiency  Level on Public Expenditure Sector With Society 

Welfare 

 
          Source: Javarov, E and Gunnarson, V. 2008 

 

3.  Research Concept Frame 
 

This research focuses to the three strategic budget efficiency, (i) efficiency on educational 

spending, (ii) efficiency on health spending, and (iii) efficiency on infrastructure  spending. Those 

three of efficiency will directly or indirectly impact on  poverty level. Indirect impact affecting 

through economic growth. Economic growth will affect poverty reduction level. Picture 4 will 

illustrates clearly  to  those  frame. 

 

Picture-4. Research Concept frame 
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From the above frame there are three main hypothesis in this study, (i) efficiency of public 

sector spending positively affect on economic growth, (ii) economic growth negatively affect on 

poverty level, and (iii) efficiency of public sector spending  negatively  affect  on  poverty  level. 

 

4. METHODS 
 

This study use two methods as analysis, (i)  Stochastic  Frontier  Analysis (SFA), and (ii) Three 

Stage Least Square (3SLS). First step, SFA is used to estimate the efficiency level. SFA identifies the 

output and input ratio while considering the deviation such error or noise due to random variation. 

SFA estimation results appear as value rank on efficiency levels between district/city of  East  Java  

Province. The  SFA models in this study are (Kumbhakar and Lovell, 2000)  are  as  follows: 

 

      ................................... (1) 

 .............................................................. (2) 

 

 

Where: 

Y: The budget as input (education  spending,  health spending, and infrastructure  spending) 

X: Output of education (numbers of schools, numbers of students, numbers of teachers, elementary 

(SD), primary high school (SMP), and high school (SMA)), Health output (numbers of medical 

personel and paramedics, numbers of hospital,  numbers of  health  centre),  infrastructure  output  

(fresh water access,  irrigation,  electricity,  good  road  as  proportion) 

ℇ:   Error 

v:   Statistical distribution error 

u:   Inefficiency 

 

Second step, 3SLS model use to estimate the efficiency impact of budged management on 

economic growth, reducing poverty level and society welfare. Specification of  said  model  consist  of  

two  simultaneous  equation  as  follows: 

 

Grt = f (effi ) ...................... (1) 

Kms = f ( effi , Grt ) .............. (2) 

 

Where: 

Grt :  Economic growth  

Eff :  Efficiency score  of  budget  management 

Kms :  Poverty  percentage  of  total  population 

i :  Education sector,  health sector,  infrastructure sector 

 

Based on those (SFA and 3SLS)  analysis method,  the secondary data to be used in this study. 

The said data are budget form of each district/city in East Java  Province,  particularly  education 

spending, health spending, and infrastructure  spending  including  the  each  output  of those sectoral 

spending. By the way this  method  also  need  economical  growth  data  and  poverty  level data  of  

each  district/city  in  East  Java  Province. 

 

5. Results And Discussion 
 

5.1. Discussion on Statistics Results 
There are two statistical estimation results, i.e. (i) the estimation of Stochastic  Frontier  

Analysis (SFA), and (ii) the estimation  of Three Least Square (3SLS). Firstly, Table 1 shows the  

estimation results of public expenditure  efficiency  by  SFA  method. 
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Table-1. Efficiency Results of Public Expenditure Estimation by SFA Method 

NO YEAR EFFICIENCY EQUATION (all equations in the ln form) 

Education spending 

1 

2006 

Education Spending = 1.446756 – 0.8147929
*
number of schools + 

3.331528
**

number of students – 1.025967
*
number of teachers + 

(inefficiency error + error distribution statistic) 

2008 

Education Spending = -1.004894 – 1.906332
*
number of schools + 

2.28247
**

number of students + 1.222041
*
number of teachers + 

(inefficiency error + error distribution statistic) 

2010 

Education Spending = -1.004894 – 1.906332
*
number of schools + 

2.28247
**

number of students + 1.222041
*
number of teachers + 

(inefficiency error + error distribution statistic) 

Health spending 

2 

2006 

health spending = (1.22e +07) – 1.615017
*
number of health centers – 

1.220156 the number of medical personnel 
*
 + 5.14787

**
number of 

paramedic staff + (inefficiency error + error distribution statistic) 

2008 

health spending = 5.007604  + 1.511728
*
number of health centers – 

0.8738893
*
the number of medical personnel + 4.893496

**
number of 

paramedic staff + (inefficiency error + error distribution statistic) 

2010 

health spending = 1.051745+ 1.552213
*
number of health centers – 

0.0259388
*
the number of medical personnel + 2.894991

**
number of 

paramedic staff + (inefficiency error + error distribution statistic) 

Infrastructure spending 

3 

2006 

Infrastructure spending= 0.2069826 + 4.189232
*
Access to fresh water + 

0.5077458 irrigation 
*
 – 0.070071 electricity 

*
 +1.096695

*
the proportion 

of good road+ (inefficiency error + error distribution statistic) 

2008 

Infrastructure spending= 0.2392471 + 0.9402983
*
Access to fresh  water 

+ 5.047905
*
irrigation – 0.3264561

*
electricity +0.4464537

*
the 

proportion of good road + (inefficiency error + error distribution 

statistic) 

2010 

Infrastructure spending= (2.00e+07) + 0.0273623
*
Access to fresh water 

+ 8.066752
*
irrigation – 0.3209033

*
electricity – 0.0219389

*
the 

proportion of good road + (inefficiency error + error distribution 

statistic) 

         Description: 

         ** = Significant with an error rate of less than 5% 

         * = Significant with an error rate of 5% -10% 

         Source: Analysis Result,  2013 

 

Based on Table 1, all of  public expenditure  equation  indicate  that  the input component 

(education expenditure,  health expenditure,  and infrastructure expenditure)  significantly influence at 

the  error  rates less then 10%  to the output  component.  It’s mean that all of independent variables 

significantly influence  to  dependent  variables  

Secondly,  the results of the simultaneous equations  (3SLS)  that  estimate the impact of the 

budget management efficiency on society welfare presented in Table 2  as  follows. 

 

Table-2. Estimation  Results  of  Impact on Budget  Management  Efficiency Against  Society  

Welfare  by  3SLS  Method 

 Coef. Std. Err. z P>|z| [95% Conf.  Interval ] 

Growth06____ 

efP06 

efK06 

efInf06 

_cons 

 

-.0240261 

.0002015 

.0675045 

1.780675 

 

.0180652 

.0137768 

.0280871 

.0440925 

 

-1.33 

0.01 

2.40 

40.38 

 

0.184 

0.988 

0.016 

0.000 

 

-.0594332 

-.0268005 

.0124549 

1.694255 

 

.0113811 

.0272034 

.1225541 

1.867095 
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KMS06____ 

efK06 

efP06 

efInf06 

Growth06 

_cons 

 

-.070105 

.014414 

-.1912697 

-.8700606 

4.506956 

 

.0517743 

.068676 

.1094912 

.4310815 

.7852972 

 

-1.35 

0.21 

-1.75 

-2.02 

5.74 

 

0.076 

0.834 

0.081 

0.044 

0.000 

 

-.1715808 

-.1201885 

-.4058686 

-1.714965 

2.967802 

 

.0313708 

.1490164 

.0233292 

-.0251565 

6.04611 

          Source: Analysis Result  2013 

 

Where: 

          ef : Efficiency 

          P : Education 

          K : Health 

         Inf ; Infrastructure 

        Kms : Poverty level 

 

Based on the Tables  2,  there  are  two main equations,  i.e.  equation of economic growth  

(Growth)  and  poverty (KMS).  Both  of  these  equations  are  simultaneous,  it means that there is 

one variable be multiple functions, as well as the independent and dependent variable. The dual 

function variable in this equation is economic growth (Growth).  The details are  as  follows: 

a. Impact of Efficiency of Public Spending Management (Education, Health, Infrastructure)  

against  Economic Growth 

 

 
b. Impact of Economic Growth agaist Poverty 

 
 

In this study,  the  said  independent  variable  which  significantly  influenced  the  dependent  

variable  if it has  value  of  P> | z |  less  and/or  equal  to 10%. Otherwise,  it call not significantly 

influence if the value of  P> | z |  more  than  10%. Therefore, based on statistic estimation, the 

significant variable which influence economic  growth is efficiency of infrastructure spending only. 

Other variables (education and health) found not significantly influence the economic growth. 

Furthermore, the variables which significantly influence poverty are efficiency of infrastructure  

spending,  health  spending  and  economic  growth,  while  the  others found  not  significantly  

influence  to the said  poverty.  Because  of  chi-square  value  are low,  therefore  all  models  are  

feasible  to be  used  to  estimate  the  impacts. 

 

5.2. Estimation Results of the Public Budget Management 
Based  on  SFA  model’s  estimate,  found value (the efficiencies  score) of the three  strategic  

sectors  (education,  infrastructure,  and  health). The districts/cities  could  be said  efficient  when  the  

value  (the  efficiencies  score)  closed  to  one  (1).   It’s means  the result of input and output ratio of 

budget must found one (1). If  the  value  found   more than  one (1), so no more  efficient  those  

public  management which being valued. 

Firstly,  picture 5  shows  us  the  efficiencies level of  education  sector at East Java Province 

for years 2006-2010. From these  picture found that local governance management for education 

sector can not said efficient yet. Almost all of regencies/cities  of  East  Java  Province  have  those 

experience.  From 38 regencies/cities  in  East  Java  Province,  found only 7 (seven) regions that the 

efficiencies  are  increase  (efficiencies  score closed to one), 17 (seventeen) regions found the 

efficiencies are decrease (efficiency score removed far from one), and 14 (fourteen)  regions  found  

the  efficiency  have  no  change  from  the  previous  position. The  seventh  regencies/cities  which  

have  more  efficient  on  management for education  sector  are  as  follows:  (1) Kab Bangkalan, (2) 

Kota Surabaya, (3) Kab Malang, (4)  Kab  Jember,  (5)  Kab Sidoarjo, (6) Kab Banyuwangi, and (7) 

Kab Jombang. 
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Picture-5. Efficiensy  level  of  Regencies/Cities  in  East  Java 

 
 

 
          Source: analysis result,  2013 

 

 

Secondly,  Picture  6  shows  the efficiencies level of infrastructure’s sector of East Java 

Province for years 2006-2010. From these  picture is known that local governant management for the 

said sector slightly  better in comparison with education’s  sector.  It  is  shown  by  number  of  

regencies/cities  which  have decreasing  on  his  efficiencies  level  (more  inefficient)  less  than  in 

the  education’s sector.  From  38  regencies/cities in  East Java  Province  found  7 (seven)  regions  

which  the  efficiencies  are  increased  (efficiency score closed to one), 13 (thirdteen)  regions  found  

the  efficiencies  are  decreased (efficiencies  score removed far from one), and 18 (eighteen)   regions   

found  no  change  from  the  previous  position for the  efficiencies.  However,  globally,  for  

governant  management  of  infrastructure’s sector  in  East  Java  Province  could  not  be  said  

efficient  yet.  

 

Picture-6. Efficiency Sector Infrastructure in East Java 

 
 

 
           Source:  Analysis Result,  2013 

Decreased level of Education Efficiency  Increased level of Education Efficiency 
 

Increased levels of Infrastructure Efficiency Declining levels of Infrastructure Efficiency 
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Third,  Picture 7 shows the efficiencies  level of  health sector of East Java Province  for  years  

2006-2010. From these picture is known that local governant management  for health sector is better  

than  both  infrastructure  and  education’s  sector. Those  condition  are  shown  by  number  of   

regencies/cities  which  decreasing on  efficiencies   level  (more  inefficient)  less  than  both  

infrastructure  and  education’s sector  for  years  2010.  From 38 regencies/cities  in East Java 

Provinnce found 7 (seven)  regions   which  the  efficiencies  are  increased  (efficiencies  score closed 

to one),  6  (six)  regions  found  the  efficiencies  are  decreased  (efficiencies  score removed  far  

from  one),  and  25  (twentyfive)  other   regions  are  still  at their previous  position  for  the  

efficiencies. 

 

Picture-7. Efficiency of the Health Sector in East Java 

 
 

 
           Source:  Analysis Result,  2013 
 

 For more easier to interpretation, table 3 shows the comparison for the above explanation. 

 

Table-3. The Number of Regencies/Cities of East Java Province with this own Efficiencies Level for 

Years 2006 -2010. 

 Efficiency            level 
        For Sector 

       Education       Infrastrukture      Health 

     More Efficient        (score closed to one) 7 7 7 

      More Inefficient        (score removed far from one) 17 13 6 

     Remain at the     previous position 14 18 25 

     Totally 38 38 38 

  Source:  Analysis Result, 2013 

  

The above table 3 show that on years 2010 the number of regenecies/cities which have less 

decreasing efficiencies (more inefficient/ the efficiencies score removed far from one) is health sector 

only. The number found 6 (six) regions. Beside of this sequentially are infrastructure’s sector 13 

(thirdteen) regions and education’s sector 17 (seventeen) regions. Those phenomenon are caused by 

diffrencies level of difficulty in each management type, whereas the education’s sector being the 

diffcultiest in comparison with both infrastructure and health’s sector. There are too much output’s 

indicator to be definite which caused the local governant’s management more difficult. So that are for 

infrastructure’s sector in coparison with health’s sector. 

 

 

 

 

 

Increased levels of  health Efficiency Declining levels of  Health Efficiency 
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6. Impact of Effinciency Against Welfare 
 

Based on the three stage least square analysis (3 SLS), found that the efficiency of education 

spending, infrastructure spending, and spending on health is not always a positive effect on the welfare 

level, the impact of efficiency spending on welafare’s level; shows at Picture 8. 

 

Picture-8. Efficiency Impact Against Welfare 

 
                     Description: 

                     **: Significant with an error rate of 1-5% 

                     *: Significant with an error rate of 5-10% 

                     Source :  Analysis Result, 2013 

 

Firstly, the efficiency of the infrastructure budget allocation affect on poverty by direct and/or 

indirect way. The indirect affect occur through economic growth. The correlation between score 

infrastructure efficiency with poverty level is in negative mark. It’s mean, that the level of 

infrastructure’s budget level is high, the poverty levels will decrease then. In other words, increasing 

the efficiency of the budget on infrastructure will lead increased poverty. In one construction of roads, 

for example, to reach the efficiencies of budget, let say 10 labours required. At time of government as 

the contractor take 13 labours, on the same situation and condition, the inefficiencies will be faced. 

Ofcourse the positive effect will be founded in shortterm because it can reduce the number of local 

unemployment, but for longterm, let say for one period of the government outhor (5 years), so it can 

swell the budget. It’s mean for longterm, the negative effect ready as heavy problem. Government’s 

budget comes from his own citizens tax. So for inefficiencies budget, need bigger cost which finally 

make people sorrow. It’s means those condition increase the poverty level. The indirect effect of 

infrastructure budget efficiencies against poverty level, which must pass by economic growth (vide 

picture 8), getting negative correlation index 0.87. This, number give us meaning that at time of  

economic growth  increase one percent, so the proportion of the poverty level will be reduced by 0.87. 

Increasing of economic growth is closely related to the increasing of economic activity, and  

ofcourse will decrease the poverty level. The higher of economic activity is positively related to 

investment level.  The higher investment will increase the improving people mobility, and ultimately 

reduced number of unemployment. Finally the people income increase and thew expect welfare will be 

reached at the following time. 

Secondly, for health sector, the efficiency of the health score directly affects poverty without 

passing through the economic growth. Efficiency of the health budget is one kind of longterm 

investment in the human resources (human investment), so the influence it can not be felt directly in 

shortterm, but the impact would be felt in the longterm. 

Efficiency score of health has a direct and negative impact on the poverty at rate of 0.0701. So, 

more inefficient of health sector budget, poverty will decrease then. When  the efficiency of the health 
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score increased by  one (1), the poverty rate will decrease by 0.0701 percent. It’s mean,  that at time of 

the output  of health wich being gave for subsidy has declined, the access for the poor to health care 

more difficult. Other words  out of pocket community in access to health care is also expensive. 

On the reverse side, when there is inefficiency on health’s budget goes by, in this case the 

budget being distributed in the form of increased health funding, the burden of the government's 

budget will also increase. It will result in improved access of poor health. However, it should be 

underlined that those government's health budget which grow up, essencialy a collective burden which 

will be borne by the public. 

Meanwhile, health is one of the factors that affect labour productivity. When health quality of 

labour is in bad condition, the productivity will decrease (lower) and vice versa. So, the goodness of 

health quality would be made more productive the people to encourage the higher income. By the 

higher productivity is expected reduce the percentage of poverty level. 

Thirdly, picture 8 shows us that the efficiency on education sector does not affected directly on 

economic growth (efficiency score – 0.0240), even on poverty (efficiency score  0.0144). However, in 

not direction way the said affect clearly show. Poverty increased by economic growth in efficiency 

score – 0.87. in the achievement of social welfare need another stimulus and accompanied by good 

economic condition. Basicly, efficiencies on education sector will only increase community 

foundation capacity. 

Decreased poverty could be changed by economic recovery in one region. By improving 

economic growth the skills in the community will drive to pass through. Communnity skill reaches by 

education way which identically to local government’s role in providing education facilities.   

Limitations being faced in this study are measurement on the efficiency of public spending, 

especially on education and health sector whereas quantity aspect being consider rather than the 

quality aspect. Then the analytical models considers only on the government’s role not include the 

private sector economic activity.  

 

7. Conclusions And Recommendations 
 

7.1. Conclusion 
Based on analysis of the discussion, conclusions of this research are as follows : 

1. Efficiency improvement of governance on health sector budget is better than infrastructure and 

education. There is an indication that managing on education spending be the most complicated in 

comparation with infrastructure and health.  

2. The decrease of efficiency in the education and health sector most likely caused by the 

improvement in the quality services. Otherwise declining in efficiency of  infrastructure sector 

caused by an increasing in the procurement cost of raw materials.  

3. The improvement of efficiency level in education and health sector had no impact on economic 

growth. 

4. There is indications that impoving on the efficiency of health sector actually has increased the 

number of poverty. 

5. Efficiency improvements in infrastructure intended on increasing the number of poor people. 

 

7.2. Recommendation 
1. Improvements on the efficiency of public service needs to be done carefully. Not only for 

calculation of cost is reduction but need to consider the aspect of improving quality on services. To 

increase in health care satisfaction, for examples will increase the cost of healthcare. However the 

satisfaction’s level itself is difficult to measure quantitatively. 

2. The main consideration governance of public budgets, particularly education and health, preferably 

in the effectiveness aspect, after which it determined the level of efficiency. Therefore, the 

Minimum Service Standards (MSS) being important to accompany the performance improvement 

of public service efficiency. 

3. Further research still needed related to the measurement of efficiency which consider account 

aspects of quality. 
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4. The private sector’s role to be  other components which should be included in the analysis model of 

the efficiency impact on welfare. 

 

References 
 

Afonso ,Antóniodan Miguel St. Aubyn. 2004. Non-parametric Approaches to Education and Health 

Expenditure Efficiency in OECD Countries. SSRN-id498383 

Arsyad, Lincolin. 2004. Ekonomi Pembangunan. Yogyakarta: FE UGM 

Arsyad, Lincolin. 1999. Pengantar Perencanaandan Pembangunan Ekonomi Daerah.Edisi Pertama. 

Penerbit BPFE. Yogyakarta. 

BPS JawaTimur.APBD 2007-2009 

BPS JawaTimur.Pertumbuhan Ekonomi 2007-2009 

Basry, Faisal. 2002. Perekonomian Indonesia. Penerbit Erlangga. Jakarta. 

Boediono. 1998. Teori  Pertumbuhan  Ekonomi. Penerbit BadanPenerbit Fakultas Ekonomi 

Universitas Gadjah Mada. Yogyakarta. 

Bratakusuma.Sholikin. 2003.Perencanaan Pembangunan Daerah. Penerbit PT Gramedia Pustaka 

Utama. Jakarta. 

Boediono, 1999, Teori Pertumbuhan Ekonomi Pembangunan, Cetakan keenam, Penerbit BPFE, 

Yogyakarta. 

__________, 1992.Teori Pertumbuhan Ekonomi. Edisi 1. Yogyakarta: BPFE Universitas Gajah Mada. 

Bank Indonesia, 2012, Kajian Ekonomi Regional JawaTimur, Tri wulan I-2012, Bank Indonesia. 

Surabaya. 

Cooper, Donald R dan Schindler, Pamela.S, 2001.Business Research Methods .Seventh Edition 

.Published by Mc Graw-Hill. 

Caporaso, James A and Levine David P. 1992. Theories Of Political Economy. Cambridge University 

Press. USA 

Cooper, William W et all. 2000. Data Envelopment Analysis: A Comprehensive Text with Models, 

Application, Reference, and DEA-Solver Software. Kluwer Academic Publishers. Norwell, 

USA 

Curristine,T.,  Lonti, Z., dan Joumard, I. 2007. Improving Public Sektor Efficiency: Challenges and 

Opportunities. OECD Journal on Budgeting. Volume 7 – No. 1 

Dwiyanto, Agus. Dkk. 2002. Reformasi Birokrasi Publik di Indonesia. Pusat Studi Kependudukan dan 

Kebijakan UGM. Yogjakarta. 

--------------------------. 2003. Reformasi: Tata Pemerintahan dan Otonomi Daerah. Pusat Studi 

Kependudukan dan Kebijakan UGM. Yogjakarta. 

Dritsakis, Nikolaos dan Adamopoulos, Antonis. 2004. A Causal Relationship Between Goverment 

Spending and Economic Development: An Empirical Examinantion of The Greek Economy. 

Aplie Economic, 36, 457 – 464. 

Dumairy 1996, Perekonomian Indonesia, Erlangga, Jakarta 

DeniFriawan. 2008, .Kondisi Pembangunan Infrastruktur di Indonesia .CSISVol.37.No.2 Juni 2008. 

Jakarta: Lembaga Penerbit Fakultas Ekonomi Universitas  Indonesia 

Devas Nick, Brian Binder, Anne Booth, Kenneth Davey, Roy Kelly. 1999, Keuangan Pemerintah  

Daerah  di  Indonesia (TerjemahanMasri Maris) UI– Press, Jakarta. 

Davey, Kenneth, 1989, “Hubungan Keuangan Pusat-Daerah di Indonesia”  dalam  Keuangan  

Pemerintah  Daerah di Indonesia, UI Press, Jakarta. 

 

Gujarati, Damodar  N. 2003. Basic Econometrics  Fourth  Edition. The  Mc. Growth  Hill Compnies 

Inc. New York 

Ghozali, Imam. 2006. Statistik Multivariat SPSS .Penerbit Badan Penerbit Universitas  Diponegoro. 

Semarang. 

Gujarati, Damodar, N. 1998. Basic Econometrics, International Edition. Published by Prentice- Hall 

International, Inc. 

Hirscman, Alberto. 1970. TeoridanPraktek Otonomi Daerah. Jakarta: Grafindo. 

Halim, Abdul. 2001. Manajemen Keuangan Daerah. Penerbit UPP Akademi Manajemen Perusahaan 

YKPN. Yogyakarta. 



Handbook on the Economic, Finance and Management Outlooks 

369 
 

Halim, Abdul. 2007. Akuntansi Sektor Publik: Akuntansi Keuangan Daerah. Salemba Empat. Jakarta. 

Hair, Joseph F, Anderson, Rolph E, Tatham, Ronald L, dan Black, William C. 1998. Multivariate 

Data Analysis, Fifth Edition. Published by Prentice-Hall International, Inc. 

Halim, Abdul, (2001), Bunga Rampai Manajemen Keuangan Daerah,   Jogjakarta: UPP AMP YKPN, 

Yogyakarta. 

___________, 2002,  Akuntansi Dan Pengendalian Keuangan Daerah, UPP  AMP YKPN, 

Yogyakarta. 

Halim, A. and Abdullah,S, 2004.,  “Local Original Revenue (PAD) as A Source  of 

Development Financing”.  Makalah disampaikan pada konferensi IRSA  (Indonesian Regional 

Science Ascociation) ke 6 di Jogjakarta. 

Hamid, Edi Suandi, 2003, Ketimpangan Fiskal Vertikal dan  Formula  Alternatif Dana Alokasi 

Umum (DAU),Disertasi UGM (tidak dipublikasikan),  Yogyakarta. 

__________, 2005.Formula Alternatif Dana Alokasi Umum (DAU) Upaya Mengatasi   

Ketimpangan  Fiskal  Dalam  Era Otonomi Daerah. UII    Press,  Jogjakarta. 

Hirawan, Susijati B, 1986.  “Analisa Tentang Keuangan  Daerah  di  Indonesia.   Jurnal 

 Ekonomi dan Keuangan  Indonesia”, Volume XXXIV, Nomor 1,  Jakarta. 

Haris, Samsuddin, dkk. 1999.  Indonesia Di Ambang Perpecahan, Penerbit Erlangga, Jakarta 

Herlambang dkk, 2001, Ekonomi Makro, Teori, Analisa dan kebijakan, PT.  ramedia Pustaka 

Utama, Jakarta. 

Jhingan, M.,L., 1983. Ekonomi Pembangunan dan Perencanaan,Terjemahan oleh D. Guritno. 2007. 

Jakarta: Raja Grafindo Persada. 

Javarov, E danGunnarson, V. 2008.Government Spending on Health Careand Education in Croatia: 

Efficiency and Reform Option. 

Jhinga, ML. 2000.Ekonomi Perencanaandan Pembangunan.Edisi Pertama. Penerbit CV Rajawali. 

Jakarta. 

Joehartinidan Musa, Rosben. 2005. Pertumbuhan Ekonomi, Peluang Kerjadan Pengentasan 

Kemiskinan. Simposium Riset Ekonomi II. Surabaya. 

Kuncoro, Mudrajad. 2004. Otonomidan Pembangunan Daerah: Reformasi, Perencanaan, Strategi, 

dan Peluang. Erlangga. Yogyakarta: 

Mangkoesoebroto, Guritno. 1997. Ekonomi  publik. Yogyakarta: BPFE 

Kumbhakar, Subal C dan C.A. Knox Lovell.(2003). Stochastic  Frontier Analysis. United Kingdom: 

The Press Syndicate of the University of Cambridge, First Paperback Edition 

Lampert, Heinz. 1994 .Ekonomi Pasar Sosial: Tatanan Ekonomi dan Sosial Republik Federasi 

Jerman.  Puspa Swara. Jakarta. 

Levy, Joaquim V dan Benedict Clements. 1996. Public Education Expenditure and Private Investment 

in Developing Countries. Economics Letters 53 (1996) 331-336. 

Mankiw, N. Gregory, 2003, Teori Makro Ekonomi, Edisi Keempat.Jakarta: Erlangga 

Kuncoro, Mudrajat, 1997, Ekonomi Pembangunan, Teoridan Aplikasi untuk Bisnis dan ekonomi, 

Yogyakarta :UPP AMP YKPN. 

Kuncoro, Mudrajad. 2003. Ekonomi Pembangunan. Edisi Ketiga. Penerbit UPP Akademi Manajemen 

Perusahaan YKPN. Yogyakarta. 

Kuncoro, Mudrajad. 2004. Otonomi dan Pembangunan Daerah. Penerbit Erlangga. Jakarta. 

Kuncoro, Mudrajat. 2006. Ekonomi Pembangunan: Teori, Masalah dan Kebijakan, UPP STIM 

YKPN, Yogyakarta 

Musgrave, Richard A.1993. Keuangan Negara dalam Teori dan Praktek Edisi 5,Jakarta: Erlangga 

Mangkoesoebroto, Guritno, 2001. Ekonomi Publik, BPFE, Yogyakarta 

Mankiw, N.Gregory, 2003, Teori Makroekonomi, Terjemahan oleh Imam Nurmawan, Jakarta: PT 

Gelora Aksara Perdana. 

Mahmudi, 2007, Analisis  Laporan  Keuangan  Pemerintah  Daerah:  Panduan  Bagi Eksekutif, 

DPRD dan  Masyarakat  dalam  Pengambilan Keputusan  Ekonomi, Sosial dan Politik, 

Sekolah Tinggi Ilmu Manajemen YKPN, Yogyakarta. 

Mardiasmo. 2002. Akuntansi Sektor Publik. PenerbitAndi. Yogyakarta. 

__________, 2002.Otonomi dan Manajemen Keuangan Daerah. Andi, Yogyakarta. 

Musgrave, Richard A, and Peggy B, Musgrave.1984, Public Finance in  Theory  and Practice, Four 

Edition, Mc. Graw Hill, Inc, New York. 



Rahmah Yabbar 
 

370 
 

__________, (1991).Keuangan Negara Dalam teori dan praktek, Penerbit Erlangga, Jakarta. 

----------------, (1993).Keuangan Negara dalam Teori dan Praktek Edisi 5,Jakarta: Erlangga 

Mubyarto. 1987. Sistemdan Moral Ekonomi Indonesia. LP3ES. Jakarta. 

Mardiasmo. 2002. Akuntansi Sektor Publik. PenerbitAndi. Yogyakarta. 

Neter, John, Wasserman, William,  and  Whitmore, G,A, 1993,  Applied  Statistics, Fourth Edition, 

Simon & Schuster, Inc. 

Romer, P. (1986), “Increasing Returns and Economic Growth,” Journal of Political Economy, 94, 

1002-1037 

Todaro, Michael C. 1994. Ekonomi Untuk Negara Berkembang: Suatu Pengantar Tentang Prinsip-

prinsip, Masalah  dan  Kebijaksanaan  Pembanguan. Bumi Aksara. Jakarta 

Todaro, Michael P. 2000. Pembangunan  Ekonomi di Dunia Ketiga, Edisi Ketujuh. Jakarta: Erlangga. 

Todaro, Michael P. dan Stephen C. Smith, 2006, Pembangunan Ekonomi edisi kesembilan, 

Terjemahan oleh Harris Munandar, Jakarta: Erlangga. 

Tsang.Mun C. 2002. Economic Analysis of Educational Development in Developing Nations. 

Encyclopedia of Education, 2
nd

 edition, pp.1-14. 

Samuelson, Paul A.,William D Nordhaus. 2005. Pengantar Teori Ekonomi Edisi 11. Jakarta: 

Erlangga 

Simanjuntak, Robert A. 2005. Hubungan  Keuangan  Pusat  dan  Daerah  Dalam Pasang  Surut  

Otonomi  Daerah, Yayasan Tifa, Jakarta. 

Samuelson, Paul A. dan Nordhaus. 1994. Pembangunan Ekonomi (edisi Terjemahan). Edisi ke-12. 

Jakarta: Erlangga 

Suparmoko, M. 1994. Keuangan  Negara: Dalam Teoridan Praktek . Yogyakarta: BPFE Universitas  

Gajah  Mada. 

_________,2002, Ekonomi Publik Untuk Keuangan & Pembangunan  Daerah, Penerbit Andi, 

Yogyakarta. 

_________, 2001, Ekonomi  Publik  Untuk  Keuangan dan  Pembangunan Daerah. Edisi  Pertama. 

Andi  Yogyakarta. 

SardonoSukirno, 1996, Pengantar Teori Makroekonomi, Jakarta: Rajawali Pers. 

Saragih.2005. Desentralisasi Fiskal dan Keuangan Daerah Dalam Otonomi. Penerbit Ghalia 

Indonesia. Jakarta. 

Sukirno, Sadono. 1991. Ekonomi Pembangunan: Proses Masalah dan Kebijaksanaan. Penerbit FE-UI 

dan Bina Grafika. Jakarta. 

Simanjuntak, Robert A. 2005. Hubungan Keuangan Pusat dan Daerah Dalam Pasang Surut Otonomi 

Daerah: Sketsa Perjalanan 100Tahun. Editior: Anhar Ganggang. Jakarta: yayasan Tifa. 

Sumodiningrat, Gunawan, 2002,  Ekonomika  Pengantar, Edisi 2003/2004, Badan Penerbit Fakultas 

Ekonomi, Yogyakarta. 

Todaro, MP. 1997. Economic Development. Sixth  Edition. Published by New York University. 

Todaro, Michael P. dan  Stephen C. Smith. 2006. Pembngunan  Ekonomi. Edisike Sembilan. Jakarta: 

Erlangga. 

Tarigan, Robinson. 2004. Ekonomi Regional: Teori dan Aplikasi. Jakarta: Bumi Aksara 

UNDP, 1997, Policy Document Governance for Sutainabele Human Development. 

United Nations Development Programe. 2001. Human Development Index (HDI) 

Widodo, Tri. 2006. Perencanaan Pembangunan: AplikasiKomputer (Era Otonomidaerah). UPP STIM 

YKPN. Yogyakarta 

Word  Bank  dalam  Lipton dan Ravallion, 1994, Public Finance in The Theory and Practice (Alih 

Bahasa oleh Alfonsus Sirait), MC-Graw Hill Kogakusha, (Ltd Tokyo). 

Yustika,  Abdul S, 2004, Otonomi dan Pembangunan Daerah. Erlangga. Jakarta. 

 

 

 

 

 


