TABLE OF CONTENTS

THESIS APPROVAL ...ttt I
ORAL EXAM REPORT ...ttt i
STATEMENT OF ORIGINALITY fiiiiiiiiccee et iv
ABSTRAK ...l .. 0™ Bl oot v
ABSTRACT ... @ . .ave)..... . d ... e . oo, Vi
ACKNOWLEDGEMEN TS . fi it ceee sk i st et eneeeeenveeesnneeennneeans vii
TABLE GF CQRTENES YR . I\l.. .ol ... om .. ..o, X
LISTOF BABLES .\l RN .- A\ .. oy .......... N ....ccceeereeee. XV
LIST OF FIGURES ... .cooiiiie et eeie s staesinne e e svee e s s e e e nneeessaeesnnaeens XVi
CHAPTER I'INTRODUCTION. . ..ccis e i it see e snae e nnnee 1
1.1 Problem BacKgrounNd ...........ccooeiiiiiieiiis i sdere e 1
1.2 Research ProbBlem i st e 12
1.3 Objective and BeneTItS........cc...cor. o iian et e 13
1.3. 1 ODJECHIVE ...t 13
1.3.2 BENETIT...oioei e 13

1.4 SystematiC OF WIFITING ...c.oovveiiiiiiiiceeee s 13
CHAPTER Il LITERATURE REVIEW ... 16
2.1 Theoretical LItErature ........ccooveeiieceeie e 16
2.1.1 ECONOMIC GrOWLN ..ot 16



2.1.1.1 CIaSSICAl TREOIY .....cviiiiiiiiieeeee e 17

2.1.1.2 Neoclassical TREOIY ..........cccviiiiiiiieiesee e 18
2.1.1.3 SChUMPLEr TNEOIY ....eiiiiiiiciieeeee e 19
2.1.1.4 Endogenous Growth TheOIY ... 19
2.1.1.5 Keynesian ThEOIY .......cccmueeiieriiaieiiesieeie et 20
2.2 Empirical Literaturre ... ... fuum. ..o et 24
2.3 Theoretical FOUNTAEION ..t ieieaibine e adie it 32
2.3.1 ConSUMPLION THEOMY .cxteuveresreauetie deasererees e b st e sresee e 32
2.3.2 Keynes ConSUMPLION THEOTY ..o oueatider ettt it e 33
2.3.3 Milton Friedman Consumption TREOIY: .ccii........oiviieiir e 34
2.3.4 James Dusenberry Consumption Theory ............cccoooieiiiiiinineneeenn 35
2.3.5 Franco Modigliant Consumption TREOIY............ccccederrieiiiriencreniennen 36
2.3.6 Irvillg Fisher T BSuRMAYIFTFAFE ... F. oo 37
2.3.7 PIQOU TNEOIY ...ttt dbr e 39
2.38I1S-LM RgeoS@ T UT R B A RN NS .. O 40
2.3.9 Aggregate Demand..... .. 43
2.3.10 AQQregate SUPPIY.ci..... oo deee i eabasien cate b 44
2.3.11 Money Demand ThEOIY .......ccoiiiiiiiiese e 45
2.3.12 Money SUPPlY ThEOIY .....ooiiiiieicee e 48
2.3.13 Money Multiplier THEOIY........coeiviiiiieie e 49
2.3.14 Velocity of MONeY ThEOIY ......ccocieiiiiiiesieicrieceee e 51
2.3.15 INLErESt RALE ..ot 52
2.4 Relationship Between Variables ... 54

Xi



2.4.1 Relationship between Non-Cash Payments and Economic Growth .... 54

2.4.2 Relationship between Consumption and Economic Growth ............... 55
2.4.3 Relationship between Demand for Money and Economic Growth ..... 57
2.4.4 The Relationship between Money Supply and Economic Growth....... 58
2.4.5 Relationship between Velocity of Money and Economic Growth....... 59
2.4.6 Relationship between Interest Rate and Economic Growth................. 60
2.5 Adaption of Cashless, TransaCtion .......c.d .. ..o 61
2.6 Research FrameWOrK ... i eieeeaiie devnshe e e bt e 63
2.7 Resegr cha@¥Dot RS . W A1) .4 W Fs .- ... Q.o 63
CHAPTER 11l RESEARCH METHOD ......oo it 65
3.1 Research Variable and Definition of Operational Variable.................. 65
3.1.1 Research Variable . 4.0 . b b i e dbeciin b 65
3.1.2 Dependent Variable. ..o it e 66
3.1.3 Independent Variable ... i .o e 5 e direccccccce e 67
3.2 Type and Source of Data 71
3.3 ResearchiMo(im Had® ... O B 0. B B H............................. 72
3.4 Method Of ANAIYSIS......coviiiiiiiiiiiice e 72
3.4.1 Panel Data ANalYSIS ........cocoiiiiiiiiiieiese e 72
34,2 CNOW TESE ...ttt bbb 74
343 HAUSMAN TESL.....eiiieiieee it 75
3.4.4 Lagrange MUItIPIIEr TeST........ccouiiiiiiiiiieiese e 76

xii



3.5 Classical ASSUMPLION TESt........ccoiiiiieieieiee e 76

3.5. 1 NOIMANLY TESE .. 76
3.5.2 MUILICOIINEAITEY TEST....c.eieieiitiiiieeeeee e 77
3.5.3 HeteroscedastiCity TSt ........ccuoiiirieieieiere e 78
3.5.4 AUtOCOrTelation TESt ......ctiilin coeeeeieieie it 79
3.6 HypOthesis TeSTIAD ...... it caus o densde b s et 80
3.6.1 Simultaneous Significance Test (F-TeSt) . ....cobuerveririeiiie e 80
3.6.2 Partial Significance Test (T-TeSt)...ccoite..oos e dieeiiate e 82
3.6.3 Coefficient Determination (R2) ........................................................... 83
CHAPTER IV RESULT AND ANALYSIS .. it 85
4.1 DeSCIIPTIVE @NAIYSIS . fuviuies corte. i iheatcreanaash e sassnaseeseeeeeeneeseebabeeeeseesreseessesnens 85
4.1.1 ECONOMY QrOWREN i oo cdues it eaidh il ibeedin e eieesiee e ba e eieesneeneesnne e 91
412 GDR}............... N A . ... & 91
4.1.3 MoneyQRIPPIVEO e o o a8 BA S .. o 92
4.1.4 NON-CaSN PAYMBNE cvearre e ast ettt 93
4.1.5 Saving Interest Ratey...... ..o Lo L i Sl Bl 94
O G @04 {0 0] o] £ o] o PSP 95
4.2 DAtA ANGIYSIS ..ottt 96
4.2.1 Best Regression Model ... 97
4.2.1.1 CROW TESE ...ttt 98
4.2.1.2 HAUSMEAN TESE......oiiiiiiiieiicie e 98
4.2.2 Detection of Deviation from Classical Assumption.............cccccvevunane. 99

Xiii



4.2.2.1. NOrMANILY TES ..o 100

4.2.2.2 HeteroscedastiCity TSt .........coiiieiieiiieie e 101
4.2.2.3 MUIRICOIINEAITEY TEST....c.i i 102
4.2.2.4 AULOCOITEIALION TESE....ccvviivieiiiie it 103
4.2.2.5 Coefficient of Determination test (R?) .........c.ccocveeveeecerererereennnnn, 103
4.2.3 Simultaneous Significance Test(F teS)............ccoovvivreieiiiereseen 105
4.2.4. Fixed Effect Model Resulte.. ... ...l 106
4.3 Discussigh... g.."..... A AN .. o B, 108
4.3.1 Mo oph I ... (1. - B AN L R 108
4.3.2 NON-CASh PAYMENT ..i.veiiiotien e cireintesneenson enthenee easie e fanesseeneeensessessens 111
4.3.3 CONSUMPTION 11teiitin e 850 bans i e ashe e ciinannnnssseseeeseesseessannessseessesssessensees 114
4.3.4 Interest Rate i e e e b 118
4.3.5 Consumption times Non-cash Payment...............cc.iceovererencnenennnnn 121
CHAPTER V CONCLUSION .. et 126
5.1Conclusion. B, . . e AWEPA AN Y 126
5.2 Researchgisimjiatiogme. ... 1. - B B TS B B .o 128
5.3 Policy ReCOMMENALION .........cccoviiiiiieiesie e 129
5.4 Suggestion for Future Research..........cccoviiiiiiiiici e 129

Xiv



