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FACT ABOUT
POVERTY & . ‘ Poverty and education are still a
EDUCATION """ problem in Indonesia, so it needs

recommended policies
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INDONESIA ‘ In 2045 it Is predicted that there

will be a demographic bonus
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Lack of
capital

Low
investment

Low
productivity

N

Low
imcome

[.ow
demand

VICIOUS CIRCLE
NURKSE

The circular forces that react with each other so that a poor country
remains in a state of poverty. The vicious circle basically stems from
the fact that total productivity in underdeveloped countries is very
low as a result of lack of capital, causing low productivity. Low
productivity is reflected in low real income. The low level of income
causes the level of demand to be low, so that in turn the level of
Investment is low. Low investment returns cause less capital and
low productivity







@® RESEARCH Victhod
®

VARIABLES TYPE OF ANALYSIS  HYPOTHESIS

Mean Years of Schooling Fajntelldajtta Causality Analysis: H1: Allegedly there is a
Literacy Rate 35 Provinces in Unit Root Test causal relationship between

The Number of Poverty mean years of schooling
and the number of poverty.
H2: Allegedly there Is a
causal relationship between

literacy rate and the number

of poverty. ‘ c

Indonesia, Lag Length Test
Five years (2015-2019) Causality Granger Test




Mean Years of Schooling

Cross-
Method Statistic Prob.™  sections Obs
Mull: Unit root (assumes common unit root process)
Levin, Lin & Chu t* ~17.1357 0.0000 34 136
Mull; Uit root (assumes individual unit root process)
Im, Pesaran and Shin W-stat -13.0746 0.0000 34 136
ADF - Fisher Chi-square 101.011 0.0058 34 136
PP - Fisher Chi-square 133,957 0.0000 34 136
The Number of Poverty

Cross-
Method Statistic Frob.™ seclions Obs
Mull: Unit root (assumes common unit root process)
Levin, Lin & Chu t* -120.214 0.0000 34 136
Breitung t-stat 1.40860 0.9205 34 102
Mull: Unit root (assumes individual unit root process)
Im, Pesaran and Shin VW-stat -10.9505 0.0000 34 136
ADF - Fisher Chi-square 100.476 0.0064 34 136
PF - Fisher Chi-square 149 694 0.0000 34 136

Literacy Rate

Cross-

Method Statistic Frob. ™ sections Qbs
Mull: Unit root (assumes common unit root process)

Levin, Lin & Chu t* -22.1646 0.0000 34 136
MNull: Unit root (assumes individual unit root process)

Im, Pesaran and Shin W-stat -3.95123 0.0002 34 136
ADF - Fisher Chi-square 110.166 0.0009 34 136
PP - Fisher Chi-square 165,479 0.0000 34 136

** Probabilities for Fisher tests are computed using an asymptotic Chi
-square distribution. All other tests assume asymptotic normality.



Mean Years of Schooling and The Number of Poverty

Lag Logl LK FFE AlC SC HC

0 -16.32919 A 0010077 1.078188 1167973 1.108807
! 1968421 388724727 457e-06 -11.22601 10956657 -11.13415°
2 2009886 7073335 45508 1123462 10785648 -11.08152
3 2041737 LO0L8752  481e08  -1118669  -10.55819  -10.97235
4 2003659 1753196 575%e-08 1102152 1021345 -100745595

Literacy Rate and The Number of Poverty

Lag Logl LK FFE AlC SC HC

0 5920755 A 0002567  -0269456  -0.199670  -0258837
1 224426 39661917 9.03e-09% 12848330 2578970 12.75647F
2 2268591 4158087 993e-09 1275642 1230749 -12.60332
3 2296430 441532 1.07e-08 1268455 1200638 -12.47055
4 2302279 0860097  1.33e-08 1248399 1167592 1220842

"Indicates [ag order selected by the criterion
LK sequential modified LR test statistic (each test at 5% level)

FFPE: Final prediction error

AlC Akalke information criterion
S Schwarz information criterion

HL: Hannan-tuinn nformation criterion

RESULTS OF

LAG LENGTH
TEST




W ) CAUSALITY TEST (setween wvs & POV)
e —

THERE IS A ONE

WAY R o
RELATIONSHIP RABAULER Ohs F-Statistic  Prob.

BETWEEN THE

N e Y N | N POV does not Granger Cause LN MYS 136 3.39938 00674

%ﬁggﬂ}'&%%egg _\_WS does not Granger Cause LN POV 216954 (01441

POVERTY

The number of poverty statistically significantly influences the mean years of schooling, as indicated
by a probability value of 0.0674 <a = 0.1 in lag 1. However, the mean years of schooling does not
statistically significantly affect the number of poverty indicated by a probability value of 0.1431> a =
O.linlag 1 ‘




W ) CAUSALITY TEST (cetween MYS & POV
® o

CAUSALITY TEST

THERE IS A‘sg% MUl Hypothesis: Obs F-ofatistic  Prob.

RELATIONSHIP

LITEREE;F‘IA!’E%}EI LN POV does not Granger Cause LN LR 136 1.66630  0.7963

N Ry 0y b o B [N LR does not Granger Cause LN POV 7.97592  0.0158

OF POVERTY

The number of poverty does not statistically significantly affect the literacy rate, which is indicated by

the probability value 0.1963> a = 0.1 in lag 1. Whereas the literacy rate is statistically significant
affect the number of poverty indicated by a probability value of 0.0158 <a = 0.1 in lag 1. ‘




' ‘ CONCLUsion

( GENERAL
There Is iIndeed a causality between

education and poverty in Indonesia.

SPESIFIC

More precisely the significant effect of
the number of poverty on the mean

years of schooling, and the significant
effect of literacy rate on the number of

poverty. ®
a®




@ ‘ SUGGESTION based Results

‘ For Government of Indonesia

- Decreasing Increased
Completing the number years of

hteracy rate of poverty schooling

POLICY RECOMMENDATION

It is recommended to the government to provide facilities or subsidies for the poor to increase the mean years of schooling. In
addition, the government also needs to complete the literacy rate which is the main skill, so that people (especially the poor) can
get more jobs or income so they can escape poverty. Future studies are suggested to use a number of moderation variable

testing causality between education and poverty, such as variables of gender, age, and area of residence (urban or rural), si

that the treatment or recommendations produced can be more targeted.
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