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ABSTRACT 

This study examines the empirical relationship between capital expenditures and economic growth. 

It examines whether capital expenditures and accountability complement each other to encourage 

Indonesia's economic growth throughout 1990-2020. Using the autoregressive distributed lag 

(ARDL) bounds test, this study finds a cointegrated relationship between capital expenditure and 

economic growth in Indonesia during this period. In particular, capital expenditures have a nega-

tive impact on long-term growth. However, it is interesting that government capital expenditure 

with accountability shows a positive and significant effect on long-term growth. This demonstrates 

the importance of government accountability in managing government capital expenditures. This 

study implies that the government needs to increase accountability for the capital expenditures that 

have been realized to provide optimal benefits for Indonesia's economy in the long term.  
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INTRODUCTION  

The neoclassical economic growth literature 

(Solow, 1956) and the endogenous growth 

literature as pioneered by (Lucas, 1988; 

Romer, 1986) emphasize the importance of 

investment as the main driver of a country's 

economic growth. Theories that emphasize 

the importance of investment in economic 

development are known collectively as 

"capital fundamentalism" (King & Levine, 

1994). King and Levine (1994) characterize 

capital fundamentalism as the belief that the 

rate of accumulation of physical capital is an 

important determinant of economic growth.  

 

In previous studies, discussions on the im-

pact of investment on a country's economic 

growth have generally focused on the role of 

private investment. However, recently, poli-

cymakers have increasingly viewed the im-

portance of public investment as one of the 

drivers of long-term economic growth. Ac-

cording to  Miyamoto, Baum, Gueorguiev, 

Honda, and Walker (2020), public invest-

ment stimulates economic activity through 

short-term effects on aggregate demand, 

raising the productivity of existing private 

capital. Public investment also encourages 

new private investment to take advantage of 

the higher productivity it creates. Public in-

vestment increases economic growth 

through two main channels: (1) efficiency, 

which is how much a given amount of public 

investment provides physical infrastructure, 

and (2) productivity, which is how the creat-

ed physical infrastructure affects the econo-

my. In the context of microeconomics, the 

availability of infrastructure services affects 

the reduction of production costs (Gie, 

2002). 

 

Furthermore, according to Gie (2002), the 

contribution of infrastructure in improving 

the quality of life can be seen from the crea-

tion of amenities in the physical environ-

ment and an increase in welfare (increased 

consumption value, labor productivity, ac-

cess employment, and prosperity). Mil-

bourne, Otto, and Voss  (2003) state that 

public investment projects provide final 

goods or services that are not directly pro-

ductive. However, most public investment – 

generally in the form of infrastructure will 

provide services for private production. 

Therefore the two are complementary. In 

general financial management practices, 

public investment is materialized by govern-

ment capital expenditures, both at the cen-

tral and regional levels. 

 

In Indonesia, the infrastructure sector has 

become one of the main focuses under Presi-

dent Joko Widodo. Infrastructure develop-

ment aims to improve connectivity and stim-

ulate economic growth in various regions 

and is part of realizing justice for the entire 

community. The government allocates public 

investment in the form of capital expendi-

tures, including the construction of road in-

frastructures, bridges, dams, and the provi-

sion of other public facilities in the education 

and health sectors. As shown in Figure 1, 

government capital expenditure increased 

significantly, starting in 2011, although it de-

creased slightly in 2014. Capital expenditure 

realization peaked in 2015 under President 

Joko Widodo's administration. 

Figure 1. Capital Expenditure, 1990-2020 
Source: Bank Indonesia (2020) 
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Over the past thirty years, it appears that the 

increase in capital expenditure is in line with 

the growth of GDP per capita, as shown in 

Figure 2. However, it is still too early for the 

scatter diagram to conclude that capital ex-

penditure will necessarily increase economic 

growth, bearing in mind that economic 

growth is influenced by other factors derived 

in the model in this study. 

The government's commitment to develop-

ing and advancing the region is emphasized 

in the second priority agenda (NAWACITA), 

notably building clean, effective, democratic, 

and reliable governance. This is quite inter-

esting as the development strategy in physi-

cal investment must also correspond with 

good governance. Thus, development can 

run effectively and complement each other to 

encourage economic growth. This remains a 

challenge. As we can see in Figure 3, the 

voice and accountability of the government 

as one of the six dimensions of governance, 

experienced a positive trend starting in 2005 

with an average score of 0.52 in the last 

three. The achievement, however, is still low. 

 

To this extent, empirical studies that analyze 

public investment on economic growth have 

provided contradictory evidence. In cross-

country studies, Barro (1991), throughout 

1960-1980, found that public investment has 

no significant effect on growth rates. Easterly 

and Rebelo (1993), using public investment 

measures at various levels of disaggregation, 

found a strong relationship between public 

investment in transport and communica-

tions and economic growth. Empirical find-

ings from  Bose, Haque, and Osborn (2007) 

and Baldacci, Clements, Gupta, and Cui 

(2008) have established a significant posi-

tive impact of public capital expenditures on 

some developing economies' growth within a 

disaggregated analysis framework. For low-

income developing countries, Furceri and Li 

(2017) found a positive effect of public in-

vestment on the short to medium-term out-

put. In contrast, Warner (2014) found "very 

little" evidence supporting the idea that pub-

lic capital can promote growth beyond the 

short-term demand effect.  

Nevertheless, cross-country regression re-

sults remain problematic. As Temple (1999) 

reported, one of the immediate problems is 

the quality of data for developing countries. 

Many essential variables, such as population 

growth and school enrollment, are often in-

terpolated from just three or four census 

years. The second difficulty is the limited pe-

riod of the available data; even when there 

are sufficient observations available, includ-

ing the lag of the independent variable in the 

model impacts the problem of degrees of 

freedom. One way to overcome the limita-

tions of cross-country data is the time series 

model. The selection of time series analysis 

from country-specific data is also considered 

Figure 2. Capital Expenditure and GDP, 1990-2020 
Source: World Bank (2020a), Bank Indonesia (2020) 

Figure 3. Voice and Accountability, 2002-2020  
Source: World Bank (2020b) 
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more insightful than cross-country growth 

studies. It allows for unique economic struc-

tures and solves the problem of heterogenei-

ty. Recently, Onifade, Çevik, Erdoğan, 

Asongu, and Bekun (2020) examined the 

impact of government expenditure on Ni-

geria's economic growth from 1981-2017. 

Using the ARDL model, Onifade et al. 

(2020) found that recurrent government ex-

penditures had a negative impact on eco-

nomic growth, while the positive impact of 

public capital expenditures was not signifi-

cant on economic growth. 

 

It is interesting to note that other essential 

variables, namely governance, also influence 

the impact of capital expenditure on a coun-

try's growth. IMF (2015) points out that 

countries with stronger infrastructure gov-

ernance institutions tend to have lower aver-

age incremental public-capital-to-output ra-

tios and therefore receive more growth 

"bang" for their investment "buck." It also 

found that countries with higher public in-

vestment efficiency receive more significant 

output dividends from public investment. 

According to Samarasinghe (2018), govern-

ance influence the country's economic 

growth in two ways. First, better governance 

creates a set of important institutions that 

increase human and physical capital produc-

tivity and attract investment for developing 

human and physical capital. Second, follow-

ing the social infrastructure theory, better 

governance improves the country's key insti-

tutions and creates good government poli-

cies for economic growth. In this regard, this 

study relates public spending with one of the 

governance indicators, namely voice and ac-

countability, which have been disregarded 

thus far. No studies examine the relationship 

between public investment and accountabil-

ity on Indonesia's economic growth. From 

the perspective of this study, accountability 

is believed to be one of the crucial factors to 

make capital expenditure more efficient and 

effective, which can encourage long-term 

growth. Thus, the purpose of this study is to 

analyze the empirical relationship of capital 

expenditure on economic growth and to ex-

amine whether capital expenditure and ac-

countability are complementary to encour-

age Indonesia's economic growth from 1990 

to 2020. This study builds a hypothesis that 

capital expenditure and accountability com-

plement each other to encourage economic 

growth. 

 

 

RESEARCH METHOD 
 

The basic framework of this study is the ex-

tension of the neoclassical growth model 

proposed by  Mankiw, Romer, and Weil 

(1992), in which human capital and physical 

capital provide an excellent picture of per 

capita income across countries. In this study, 

the author separate private capital (INV) and 

public capital (CAPEX) in Equation 1 as fol-

lows: 

This study adds accountability (ACC) as well 

as the interaction of capital expenditure and 

accountability (CAPEX x ACC) on per capita 

growth, as the Equation 2: 

Whereas GDP is GDP per capita (constant 

2010 US$), SEC is human capital represent-

ed by secondary school enrollment (percent), 

INV proxied by gross fixed capital formation 

(constant 2010 US$), CAPEX is total govern-

ment capital expenditure (billion Rupiah), 

and ACC is proxied by voice and accountabil-

ity index. There is a limitation of ACC data 

that only 21 observations are available and 

SEC data in the last two years is not yet 

available. To meet the range of data required 

in this study, author interpolated linear data 

using STATA software. Voice and Accounta-

bility capture perceptions of the extent to 
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which a country's citizens are able to partici-

pate in selecting their government, as well as 

freedom of expression, freedom of associa-

tion, and free media. Percentile rank indi-

cates the country's rank among all countries 

covered by the aggregate indicator, corre-

sponding to lowest rank and 100 to highest 

rank.  GDP, SEC, INV, and ACC were 

sourced from World Bank. CAPEX was ob-

tained from Indonesia's Economic and Fi-

nancial Statistics of Bank Indonesia. This 

study uses yearly data throughout 1990-

2020. GDP, INV, and CAPEX are in natural 

logarithms. The following Table 1 summariz-

es the descriptive statistics of the raw varia-

bles used. 

 

To answer the research questions, the author 

used the autoregressive distributed lag 

(ARDL) bound test developed by Pesaran, 

Shin, and Smith (2001) also Pesaran and 

Shin (1997). The author chooses the ARDL 

bound test approach with the following con-

siderations: (1) The Bounds co-integration 

approach can also be used to test for the ex-

istence of long-run equilibrium regardless of 

whether the underlying variables are I(0), I

(1), or fractionally integrated; (2) It involves 

just a single-equation set-up, making it sim-

ple to implement and interpret; (3) more ef-

ficient in limited sample studies; (4) correct-

ly defined lag structure, not only controlling 

for serial correlation but also minimizing po-

tential endogeneity in the model (Pesaran, 

Shin & Smith, 2001). 

 

ARDL is a model that includes lag values of 

the dependent variable as regressors 

(autoregressive) and distributed lag 

(regression also includes some lag from ad-

ditional predictors).  Pesaran, Shin, and 

Smith (2001) also Pesaran and Shin (1997) 

developed the ARDL Bound Test to investi-

gate the cointegration relationship of varia-

bles in models with a degree of stationarity 

at I (0) and I (1) or a combination of both. 

The ARDL model is shown in Equation 3. 

 

Whereas ∆ denotes the first difference. In 

Equation (5), the short-run coefficient is 

shown by to , the long-run coefficient 

is shown by  to , and  is the error 

term which represents residual values that 

are not serial correlation, homoscedastic, 

and normally distributed. Author tested the 

stability of the parameters using the Sb 

CUSUM test and RAMSAY RESET for 

specified model test. Given our relatively 

small sample size, author applied the Akaike 

Information Criterion (AIC) to select the 

optimal lag structure in the model 

(Lütkepohl, 2005).  

 

  GDP INV SEC CAPEX ACC 

Mean 2,830.843 206,180.058 64.154 84,476.32 45.212 

Median 2,524.222 170,779.547 60.154 61,450 47.867 

Maximum 4,450.641 395,763.766 88.910 215,434.2 53.695 

Minimum 1,707.818 95,769.567 43.729 14,986 17.413 

Std Deviation 836.694 95,890.594 15.168 67,027.82 9.617 

Skewness 0.568 0.641 0.229 0.733 -1.964 

Kurtosis 2.001 2.032 1.630 1.982 6.079 

JB Normality 0.228 0.189 0.284 0.128 1.9e-05 

Obs 31 31 29 31 21 

Table 1. Descriptive Statistics 
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Essentially, the ARDL Bound Test involves 

testing the null hypothesis (Ho) of no 

cointegrated relationship. In Equation (2) 

author test against the 

alternative hypothesis of cointegrated 

relationship .  

 

Since these hypothesis tests effectively test 

the joint significance of coefficients, the au-

thor computes the F-statistic and compares 

it with the critical values of upper and lower 

sample-limited and asymptotic limits pro-

vided by Kripfganz and Schneider (2018). 

Referring to Kripfganz and Schneider (2018), 

their critical value increases and substantial-

ly extends the critical value set by Pesaran, 

Shin, and Smith (2001) also Narayan (2005). 

The author rejects Ho if the F-statistic ex-

ceeds the upper bound critical value, and Ho 

cannot be rejected if the F-statistic is below 

the lower bound critical value. However, the 

test becomes inconclusive if the F-statistic 

lies within the lower and upper bound range.  

It is worth mentioning that the suitability 

and adequacy of the statistical estimation 

ARDL models rely on the coefficient Error 

Correction Term ( ) which indicates 

the speed of a short-run adjustment 

coefficient to the long-run equilibrium 

(Kripfganz & Schneider, 2018). The 

coefficient  < 0 and is significant to 

ensure convergence towards equilibrium, 

(Kripfganz & Schneider, 2018).  

 

 

RESULT AND DISCUSSION 
 

ARDL bound test can be performed if the 

variables in the model are integrated at the 

level [I(0)] or first difference [I(1)], and 

there are no integrated variables in the sec-

ond-order [I(2)]. Suppose a variable is inte-

grated at I(2). In that case, the F-statistic cal-

culation for cointegration becomes inconclu-

sive since the critical bonds are based on the 

assumption that all variables are stationary 

at I(0) or I(1) (Pesaran, Shin, & Smith, 

2001). Thus, the author performed the clas-

sical stationary techniques Augmented Dick-

ey-Fuller (ADF) and Phillips-Perron (PP). As 

presented in Table 2, the ADF and PP tests 

results conclude that all variables are sta-

tionary in I(1). Hence, the author concludes 

that the use of the ARDL bound test is ap-

propriate.  

 

However, to ensure these results, the author 

also performed a DF-GLS test, which is a 

more robust "second generation" unit root 

test when compared to "first-generation" 

tests such as Augmented Dickey-Fuller and 

Phillip-Perron (Baum, 2005). As shown in 

Table 3, the results of the DF-GLS test con-

firm the author's conclusion that none of the 

variables are cointegrated in the second or-

der. 

 

Upon confirming that all of our variables 

were not integrated at I(2) or more, the au-

thor then performed an ARDL Bound Test. 

First, this study applies the basic model in 

Eq.(1), which is then reduced to Eq.(2) by 

adding the variable of accountability and the 

interaction of capital expenditure with ac-

countability. As presented in Table 4, the F-

statistical value in Eq.(1) and Eq.(2) is above 

the critical value provided by Kripfganz and 

Schneider (2018). Precisely, Eq.(1) at the 5% 

Equation 3 
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significance level and Eq.(2) at all signifi-

cance levels. Thus, the authors reject the null 

hypothesis and conclude a cointegrated rela-

tionship between capital expenditures and 

economic growth during the period 1990-

2020. 

 

Evidence of a long-run relationship is also 

indicated from the coefficients reported in 

Table 6. The coefficient in both equations is 

negative and statistically significant, which 

validates convergence to long-run equilibri-

um between Capital Expenditure on GDP 

during the sample period. In Eq.(2), the con-

vergence speed is 0,42, which implies that 

around 42% deviations from long-run equi-

librium are adjusted every year and the re-

maining 58% in the subsequent year. It also 

means that it will take more than one year to 

adjust to equilibrium once disequilibrium 

happens. The author can also benefit from 

short-term and long-term effects in the ECM 

model without losing any important infor-

mation. However, the short-term analysis 

requires additional lag, reducing the degree 

of freedom in a limited sample. Ultimately, 

this is not the aim of this study. 

 

As presented in Table 5, our results were 

validated by a set of diagnostic tests against 

serial correlation (Breusch-Godfrey LM 

test), heteroscedasticity test including the 

White Test, and normality using Jarque-

Bera test. There is also much evidence sup-

Variable 
Level First Difference 

Conclusion 
ADF PP ADF PP 

GDP -0.400 -0.449 -3.828*** -3.741*** I(1) 

INV -0.535 -0.579 -3.805*** -3.643*** I(1) 

SEC 0.655 0.779 -6.062*** -6.171*** I(1) 

CAPEX -1.173 -1.009 -7.873*** -9.524*** I(1) 

ACC -0.711 -0.830 -3.823*** -3.710*** I(1) 

CAPEX*ACC -0.796 -0.695 -7.439*** -7.588*** I(1) 

Source: Author’s calculation using Stata 
Noted: The *, **, and *** signs indicate statistical significance at the 10%, 5%, and 1% levels, respectively 

Table 2. ADF & PP Stationary Test Results  

Variable 
Level First Difference 

Conclusion 
No trend Trend No trend Trend 

GDP -0.047 -2.231 -3.475*** -3.374** I (1) 

INV -0.462 -2.735 -4.590*** -4.545*** I (1) 

SEC 0.539 -1.968 -2.673*** -3.562** I (1) 

CAPEX 0.014 -3.248 -3.562*** -5.371*** I (1) 

ACC -1.028 -2.758 -3.856*** -4.012*** I (1) 

CAPEX*ACC 0.195 -2.288 -4.390*** -4.440*** I (1) 

Table 3. DF-GLS Stationary Test Results  

Source: Author’s calculation using Stata 
Noted: The ** and *** signs indicate statistical significance at the 5% and 1% levels, respectively 
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porting Ramsey’s RESET test, which sug-

gests that the estimated models are well 

specified. The results of the Sb CUSUM test 

for the estimated model indicate that the pa-

rameters of the models are highly stable over 

the sample period. This is indicated by the 

statistical test value being within the critical 

limit at the 5% confidence interval (see Ap-

pendix). 

 

As presented in Table 6, the ARDL results in 

Eq.(1) demonstrate that private investment 

(INV) has a positive and significant effect on 

long-term growth. When we reduce it to Eq. 

(2), the result remains consistent. In Eq.(2), 

the long-run coefficient of INV is 0.89, which 

indicates that when all other factors are held 

constant, an increase in INV of 1% will in-

crease GDP by 0.89%. These results confirm 

the theoretical basis and empirical evidence 

that private investment is one of the main 

drivers of economic growth. Investment can 

fill the savings gap in the economy. Physical 

investment in the form of factories and 

equipment will increase the economy's pro-

ductive capacity, with other effects on in-

creasing employment, tax revenues, and ex-

ports (Moosa, 2002). 

 

ARDL shows that human capital (SEC) has a 

negative correlation with growth and is sta-

tistically significant. These results indicate 

that human capital has not been a driver of 

economic growth in Indonesia. A possible 

explanation is that secondary school enroll-

ment rates may not reflect the quality of hu-

man resources. This can be shown from the 

low number of the Human Development In-

Table 4. ARDL Bound Test    

Significance Level 

Dependent variable: ln GDP   

Model (1) 
ARDL (2, 2, 2, 0) 

Model (2) 
ARDL (1, 0, 1, 0, 1, 0)   

F Statisctics = 5.503 F Statisctics = 116.790   

Critical Value    

Lower bound I(0) Upper bound I 1) Lower bound I(0) Upper bound I(1) 

1% 5.616 7.721 4.632 6.667 

5% 3.736 5.293 3.180 4.718 

10% 2.993 4.325 2.597 3.930 

Diagnostic Test 

Dependent variable: ln GDP 

Conclusion 
Model (1) 

ARDL (2, 2, 2, 0) 
Model (2) 

ARDL (1, 0, 1, 0, 1, 0) 

Prob > chi2 Prob > chi2 

Breusch-Godfrey LM test 0.839 0.531 No serial correlation 

White Test 0.487 0.568 Homoskedastic 

Ramsay  RESET 0.411 0.186 No misspecification 

J-Bera 0.592 0.981 Normally distributed 

Sb CUSUM 0.359 0.494 Stable 

Table 5. Diagnostic Test    



INDONESIA’S CAPITAL EXPENDITURE AND ECONOMIC ... 
Aris Setiyanto 

Vol. 7, No. 2, 2021: 245-256      253 

dex in Indonesia. UNDP (2020) reveals that 

Indonesia's Human Development Index in 

2018 is 0.491 or ranked 111th in the world. 

Indonesia is lagging far behind Singapore 

(0.649) and still lower than Brunei Darus-

salam (0.587), Malaysia (0.558), Thailand 

(0.531), and the Philippines (0.494). Further-

more, as depicted in Wößmann and 

Hanushek (2007), the population's cognitive 

skills are closely related to individual income, 

income distribution, and economic growth 

instead of increasing school achievement. 

This result is in line with the study of  Mendy 

and Widodo (2018).  

 

As the next step, the authors then analyze the 

role of capital expenditure (CAPEX) and ac-

countability (ACC) on Indonesia's economic 

growth. As shown in Table 6, in Eq.(1), capital 

expenditure does not significantly impact long

-term growth. Even in Eq.(2), capital expendi-

ture has a negative and significant impact on 

economic growth. In general, these results are 

in line with those of Onifade et al. (2020) in 

Nigeria. Likewise, the governance-

accountability variable has a negative correla-

tion with economic growth. This result sup-

ports Gani (2011), which finds that voice and 

accountability have a significant and nega-

tive effect on economic growth. Similar to 

Samarasinghe (2018), using 145 countries 

over the period 2002-2014 found that the 

voice and accountability indicators did not 

become statistically significant on economic 

growth. 

 

In the last discussion, this study examines 

whether capital expenditure and accounta-

bility can complement each other to pro-

mote economic growth. Governance varia-

bles also influence, suppositionally, the ef-

fectiveness of capital expenditure. In this 

case, the author uses an accountability 

proxy. Therefore, the variable of interest in 

this study is the role of accountability in cap-

ital expenditure on economic growth, as in-

dicated by the interaction of variables. As in 

table 6 Eq.(2), the interaction of capital ex-

penditure and accountability shows positive 

and statistical significance at the 1% signifi-

cance level. If all factors are held constant, a 

1% increase in capital expenditure and ac-

countability will increase GDP by 1.5%.  

 

This result is interesting, how the creation of 

good governance must also support capital 

Explanatory variable 

Dependent variable: ln GDP 

Model (1) 
ARDL (2, 2, 2, 0) 

Model (2) 
ARDL (1, 0, 1, 0, 1, 0) 

Adjusted R Square: 0,92 Adjusted R Square: 0,96 

Coefficient p-value Coefficient p-value 

INV 0.487*** 0.000 0.889*** 0.000 

SEC 0.002 0.484 -0.009** 0.015 

CAPEX 0.052 0.162 -1.448*** 0.000 

ACC N/A N/A -0.043*** 0.000 

CAPEX*ACC N/A N/A 1.514*** 0.000 

Cons -2.184*** 0.001 -7.921*** 0.000 

ECT -0.407*** 0.002 -0.416*** 0.000 

Table 6. Results of the ARDL model  

Noted: The ** and *** signs indicate statistical significance at the 5% and 1% levels, respectively 
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expenditure. The better the governance, the 

more effectual government capital expendi-

ture will be to encourage long-term growth. 

A possible explanation is that improved insti-

tutions and better government policies make 

an attractive environment for high invest-

ment in human and physical capital develop-

ment, thereby achieving economic growth. 

As stated by Miyamoto et al. (2020), the 

strength of infrastructure governance plays a 

critical role in determining the macroeco-

nomic effects of public investment. Countries 

with more robust governance achieve a more 

substantial public investment output impact 

than countries with weaker governance. 

More robust infrastructure governance helps 

public investment yield a higher growth divi-

dend by improving investment efficiency and 

productivity, stimulating private sector in-

vestment. As pointed out by the IMF (2015), 

countries with higher public investment effi-

ciency receive greater output dividends from 

public investment. 

 

 

CONCLUSION 
 
This study analyzes whether capital expendi-

tures and accountability complement each 

other to encourage Indonesia's economic 

growth from 1990-2020. Applying the auto-

regressive distributed lag (ARDL) bounds 

test, this study finds a cointegrated relation-

ship between capital expenditure and eco-

nomic growth in Indonesia during the study 

period. In particular, capital expenditures 

have a negative impact on long-term growth. 

However, interestingly, the interaction of 

government capital expenditure with govern-

ance variables shows a positive and signifi-

cant impact on long-term growth. If all fac-

tors are held constant, a 1% increase in capi-

tal expenditure and accountability will in-

crease GDP by 1.5%. The results indicate that 

capital expenditure and accountability are 

complementary to drive economic growth.  

 

This study implies that the government 

needs more robust infrastructure governance 

that helps public investment yield a higher 

growth dividend by improving investment 

efficiency and productivity, stimulating pri-

vate sector investment. Hence, the capital 

expenditures that have been realized can 

provide optimal benefits for Indonesia's 

economy in the long run. In addition, the 

role of accountability is crucial to creating an 

attractive environment for high investment 

in human and physical capital development. 

 

Finally, it is necessary to point out the limi-

tations of this study. First, because this study 

only limits capital expenditure to the central 

government, further research can assess how 

capital expenditure at the local government 

level affects regional per capita growth. Sec-

ond, accountability proxies need to be sharp-

ened not just links with the country's politi-

cal system, but more specifically, accounta-

bility related to the management of govern-

ment capital expenditures that must be re-

ported to the stakeholders. This may provide 

a clearer picture of the role of government 

governance and public investment in eco-

nomic growth.  
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