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Abstract:

The research discusses the factors affecting economic well-being in
Indonesia for the period 1998-2022. Previous studies related to the subject
of the study and methods for measuring economic well-being were
reviewed, with the construction of a standard model for economic well-
being based on the economic variables that explain it, by testing the
stability of the time series of variables using the unit root, and then
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conducting a cointegration test using Autoregressive distributed lag Model
(ARDL). The study concluded that the study variables are stable at the first
difference, with the exception of inflation, which stabilized at the level, and
that they are integrated, and that there is a long-term equilibrium
relationship. Economic well-being is positively affected by spending on
health as a percentage of GDP, while it is negatively affected by both
inflation and unemployment, as the results showed the significance of
these variables at the 5% level. The ineffectiveness of the Gini coefficient is
a result of the growing gap between the rich and the poor, which threatens
the foundations of Indonesia’s economic success, the ineffectiveness of
domestic investment “as a percentage of GDP,” and foreign direct
investment “as a percentage of GDP,” as their effect was insignificant on
economic well-being, as it works Foreign direct investment crowds out
local investment and reduces its growth opportunities.

Key Words: Econometric study,economic well-being, Indonesia.
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Dependent variable: Wi

Method: ARDL

Date: 09/03/23 Time: 10:49

Sample (adiusted): 1999 2022

Included observations: 24 after adjustments

Maximum dependent lags: 1 (Autom atic selection)

Model selection method: Akaike info criterion (AIC)

Dynamic regressors (1 lag, automatic): UNM INF HE GINI FDI EDU DI
Fixed regressors: C

Number of models evalulated: 128
Selected Model: ARDL (1, 1,0, 1, 1, O, O, O)

Vvariable Coefficient Std. Error t-Statistic Prob.*
WIC-1) 0.377293 oO.19a4760 1937224 o.0766
UNM -15.42745 6.070927 -2.541202 o.0259
UNMC-1) 6.8az264a4 a4.687733 1459691 o.1701
INF -1.745426 0.793175 -2.200557 o.0as81
HE 38.4934a6 15.2964a8 2516491 o.0271
HE(G-1) 30.79574a 15.47016 1.990654 o.0698
SING 1.99a4578 2.631259 0. 758032 o.a631
SINI(-1) -3.685000 2.033645 -1.812017 o.0951
FD1 a.661165 3.460155 1.347097 o.zozs
EDU -19.08695 8.a43004a9 -2.264157 o.0az9
(=] 1932521 1.831489 1.055164 o.3121
(= 39.10479 65.29725 0.598873 0.5604
R-squared 0.992907 Mean dependent var 164a.3208
Adjusted R-squared o.986404a S.D. dependent var 80.73165
S.E. of regression 9.413347 Akaike info criterion 7.628987
Sum squared resid 1063.333 Schwarz criterion s8.218014a
Log likelihood -79.5a4784a Hannan-Quinn criter. 7. 785256
F-statistic 152.7014 Durbin-Watson stat 2229345

Prob(F-statistic) 0.000000

*Note: p-values and any subsequent tests do not account for model
selection.
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ECM Regression
Case 2: Restricted Constant and No Trend

Variable Coefficient Std. Error t-Statistic Prob.
D(UNM) -15.42745 2.921179 -5.281242 0.0002
D(HE) 38.49346 7.883697 4.882667 0.0004
D(GINI) 1.994578 1.302407 1.531455 0.1516
CointEq(-1)* -0.622707 0.073850 -8.432073 0.0000
R-squared 0.770339 Mean dependent var 11.09042
Adjusted R-squared 0.735889 S.D.dependentvar 14.18818
S.E. of regression 7.291547  Akaike info criterion 6.962320
Sum squared resid 1063.333 Schwarzcriterion 7.158663
Log likelihood -79.54784 Hannan-Quinn criter. 7.014410

Durbin-Watson stat 2.229345

* p-value incompatible with t-Bounds distribution.
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Heteroskedasticity Test: Breusch—sUai¥) opld cild axe Al .
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g i e e zisal (e 5oakall B gl eUadl ol 0sS Latis daaas

.ggbaﬁa
Heteroskedasticity Test: Breusch-Pagan-Godfrey
Null hypothesis: Homoskedasticity
F-statistic 1.728455 Prob. F(11,12) 0.1804
Obs*R-squared 14.71357 Prob. Chi-Square(11) 0.1960
Scaled explained SS 1.769945 Prob. Chi-Square(11) 0.9992
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:Serial Correlation LM Test 7z 3gaill & et Jali ¥ AlSda . ¥

Breusch-Godfrey Serial Correlation LM Test:
Null hypothesis: No serial correlation atup to 2 lags

F-statistic 2.228261 Prob. F(2,10) 0.1584
Obs*R-squared 7.398496 Prob. Chi-Square(2) 0.0247
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:Histogram— Normality Test audall &y jsill jLad) .Y

Jarque-Bera  1.774660
Probability ~ 0.411754

> Series: Residuals
Sample 1999 2022
4 Observations 24
3 Mean -3.48e-14
Median -1.142023
Maximum 11.69527
2 Minimum  -9.866212
Std. Dev. 6.799403
1 Skewness 0.417713
. Kurtosis 1.962347
0 -5 0 5 10
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Null Hypothesis: RESIDO2 has a unit root

Exogenous: Constant
Lag Length: O (Automatic - based on SIC, maxlag=5)

t-Statistic Prob.*

Augmented Dickevy-Fuller test statistic -5.229310 0.0003
Test critical values: 1% level -3.752946
5% level -2.998064
10% level -2.638752

*MacKinnon (1996) one-sided p-values.
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