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Abstract
The cconomic impact of law enforecment and erime rates empirieally has not heen widely
revealed by roscarchers. In facl, in gendff) cconomic activitics can be n_luu_d o scourity

faclors. m sluclv_dm!\’/cq the influence of luw enforcement ind erime & ceonomiie growth,
Using a panel dfWsctof § prm'mcc‘s from westem Indonesia Huring the per iod 2006-2017,

the study found Lhat therd were na Tong-run relfuships hetween the three fariables. In the
:,Iwn-run law caforcement and erime rates have o positive nnd ﬂgmlu.nm cffcet bn ceonomic
gl LavgZBlorcement hnz a ‘»lgﬂlflbdllt andl n-.a'llm, cffect on crime rates. and viee vcrm
e rates huve a posilive and ~1u|1;ﬁg@l d{LLl ot law enforcument. f-ht_ results OF thé
Granges causality test indicate the existence bl bidircctional Tausality betweed erime rates and
E' enforcement and between law enforcement and cconomic growth, Furthermore,
Bnidirectional causality exists Tuimng (rom erime {9 cconomic prow th, .

Kevwords: Yiconomic ~ Growill, Law Enforcement, Crime Rates. Pancl” VadTior
Wfllpu.grc«l\'c and Gmngc: Cousality Tes!

JEL classliteation: K14, K42, 047

1. Intreduction

Law enforecment is onc of the determinants of the sueeess of cenpomie aclivitics, Even it
has been essentinl ia assuring Jong-term ceonomic development (Chen, 1999 Allea ct al.,
2005). When law enforcement decreascs, the condition has an edverse impact on ccbnomic
activity. In the regions seflfering from higher criming] rate, econumic actors require the
certainly of ownership and business sceurite in order that their asset js secure from eriminal
acts such as robbery, froud. and so on. The existence of law caforcenment in supporting
ceonomic uetivities as staled by Porath (2006) that the legal aspeets of ceconnmice aclivity are
an important thing to ensure the activities will be geing on night and day properly.
Bonverscly, Whu! law u!lmu.nu_.:]!_n, low aad the eriminal Tevel is high, these umdlim&
have a ncgnl ve |mpncl on ECONONTE a v:ty niul i fun ean reduce ceonomic grosvth. A
number of research studics have found that she higher law-cnforced regions. on average. he wi
higher per capita income than lower kaveenforeed regions (k. l)]“)

In the context of the regional cconomy in lndonesia, a $tndy ol the relationship between
v enfdreement, uﬂﬁ rates, . Lummmc_;.m\\’th 18 interesting o analvze. Based on the
report of the Indonesian Central Burcau of Statistics in 2012- 2()]6. a number of regions in
Indonesia are suffering from high erime mtes, especially in weswern Indonesta. The law
enforeement in the arca is also relatively different between one provinee and another. In this
study. law enfarcement is proxied from the fevel of the seidement of criminal cases (crime
clearance), namely the ratio of criminal eases resolved hy the court in a certain perind of ime
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with a total of criminal cases that oecurred in the arca at the :uqn_c tié. Furthermuore, 1heé level
of Economie growli 1 cach provinee i1 western Jndonesia is also relatively difTerent from
one and mnother (Amri, 20HR). This is indicated by the anneal per cnpl!.| inconw ol the
respective provinee. In 2006, the highest per eapite income pravinee 18 Sumatera Utara of
HOR7.427.09 million per vear, then Tollowed by Riau provinee in the second with per capita
meome of IDR7.512.51 thousand per vear. Conversely. the fowest per capita incame jrovince
is Bengkulu of Rp.4,496.06 thousand. Until 2015 both Sumatera Vtara and Riau provinces arc
still be firs: and second highest per capita incosne province in western Indonesia, respectively,
If the ceonomic growth of :l@.gum can be H‘NOCI'TtLd with non-cconomic aspeets such as
erime and law enforcement, 3t i impoetant 16 anabvze the causal relationship between the
three vanable [0}

(The studyt on she refationship hetween law enforcement, erime, and ceonomic growth has
been carried out by many cconomie rescarchers, However i :.mpmm] evidence thoy found
is still n contradiction between onc study and another. Einpirical evidened regarding the
relationship between crime and LC()II()H]:@“W]] for _cxample, the resulls of research by
Goulas & Zervoyinmi (2013) conehudes that crime ]1.1\ an anthjgunus Eflvet on ceonomic
grm\'lh In e of the macrecconomie uncertainty, the findings of their study point oul that
the high crime rates can reduce annual oulput growth by between (.49% and 0.62%. Unlike
Poulas & Zervoysanni, empirical research conducted by Kizilgal & Selim (2017) coneluded
that ceonomic growth has a posilive effecl on erime. Previously, the study of Mulok ¢f al,
(2016) also found an indication that the (wo varipbles were correlated with one anothe§Eic
argument rationalizing the nature of the rciat:mw is llml pood cconunty tends (o generate more
erime, and the opposite oceur fBing bad ceonomics,

Severab research studies on the relationship betweer law enforecnient and economic
grovth have not vet provided lix conclusions. Far exanfic. research fndings of Pere (2045)
for the case of the Wesiem Balkan cofffies fmmd & pasitive rclationship hetween kv
enforeement find coononiv_growth, The Tinding i i fine with the resulis of the study of
Lorcnzani ¢t al. (2014) which copcluded that Iaw enforeement is able ta impringe husiness
seeurity in the conununity and in turn lcad 10 owput growth. However, in comrast o the two
Ecarchers, the resuls of the swudv of Ozpolat ¢ al. (2016) for the case of thiee eountries
groups (high income, middlc incorff) and low-ineome countries) present inconclusive
conclusions. Their findings infortn that the relasionship between law enforcemefl] and
ceonomie grawth is not relovant. to explain the level of cennomic development of the middle
income and low-income cauntrics,

In contrast (o prc\mus rescarch, our study reexamined the coausal fefationship betweed
geonotiie growth, Inw enforcement. and crime in the context b Indonesia, Especially so far,
the study of the interrelatinnships between the three variables is stil very Hule hightighted v
ceonomic researchers, especially for the western region of Indunesia. Whereas, predicting
cconmniu ‘l:m\\ﬂ]] h\' lwing Icgai \'nri:lblcw as |ntdictm' \'ﬂriwhlc‘; i-: very u-.d'u! I'or

the Pancl Vector Autorcgrcqw:\@l’VAR) as means of dm.x and]\ sis. lhc analy'sis
accompanied by an analvsis of fmpulse response funetion, varinnce dtﬂmpmmml and
Granger cmmht\' tesi. So thal the results of the studv not only deteet the dircotion and
‘ilblllllc{mbc of the relationship between variabics bul alsa roveal which ol the pne variabie
catising changes in the ofher two variables

Sysiematically, this paper arronged in five parts. The fimst part i3 an introduction
highlighting a number of issucs and the scientifie mrguments of the importance of the study.
The sceond secion contams a literature review complemented by @ number of empirical
findings regarding the relationship between variables. The third part is a research method that
deseribes the source and measurements of the data as weldl as the ceonometrie mode] used to
analyze the relationships between variables. Then the fourth part is the result of rescarch and
discussian. and the last parl is conelusions and sugpestions,,
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2. LITERATURE REVIEW

2.1, The link between laggenforeement andd economic grow th

A pumber of theories and empirical studies have explained the relationship between taw
enforcement ind the cconomy. Law enflorcement is an imporlant reguirement o ensure the
certamnly of ceonomic acti vities in the community (Xu. 2011). The existence of legal cerlainty
is essential Tor cconomic grosvth (Haggard & Ticde, 2011, The economic activitics require
legal certainty, cspecinlly regarding equality of rights for comnmmities i camving out
cconomic activities (Lisitsyn-Svetlanov el al., 2018). When an arca is calegorized as &
insecure arca and has no fogal certainty, the condition has an adverse impact on cconomic
achivity whigh in turn reducing output growth. Therefnre, the relutonship hetween economic
activity and law enlorcement is very close. For example. the cinpirical research conducted by
Pere (2015) for the case of the Western Balkan countries has identified a closc relationship
between law enforeement practices and cconomic prd33h.

Empirical studies by o number off researchers regarding the relationship between law
enforcement and economie growth provide unclear §elusions. The results of the researeh by
Ozpolat et al. (2016) (or the case of three countries groups (high income, middle incdgl, and
fow-income  couniries) presenl inconclusive conclusions. Ther Imqus inform that lw
Clatianship belween faw enforeement Bhd ceononiic growth is nat relevant to explam the
level of ceonamic development of the middle inconx and low-income eountrics, While the
sesults of the study by Adckoyn & Raxa (2016) in Nige@Bliseover that law enforcement
reflected through punishment Tor eriminals enable increase cconamic growth in the short un,
Also, the crime dependence pn punishment shows o negative value of 0,582 on ceonomic
grow th, But the negativity ol erime dependency on punishnmnt shows thal punishment is not
efficient in prometing economic growth.

Unlike the results of (Wffmpirical research of 1he 1wo researehers. the rescarch study of by
Lorenzani et al. (2014) reporching the r(.l:lht\n‘i]llp between the civil justice syslom and
ceonpnue growth Tound that law enforcement increases entreprencurial activity so that i
affects investment and employment and in durn improve ccononie growth, The beller faw
enforcement and better business securily eneourage productive econamic aetivitics,

2.2. The link hetween erime pates and cconnmie groswth

The study. on ihe relations between Erime and the econamy has beeome the Tocus of
mibcresting studics by a nwmber of cconomic 1'cscm'chc;~amr.)\\c\‘cr the cmpirical findings
they found have not_provided the same conclusion. The exisience of a causal n.l.um:1~.h:p
wht.l\\u.n the two variables due {6 crime affeeting production activitics. The cnpliPp! sudy
conducied by BeaYishay & Pearlman (2004) (or the case of Mexico has Tound out tha ]n;:hcr
rates of erime are msncm!ud with a significantiy lower probalality of cnlmm plans to
inprove income gmwlh This thing C\p!mll\' indicates that criminal activitics have a negative
fmpact, on_coenomic., bi::\\ﬂl Unl:kc iln. lindiggs Of BenYishay & Pearlinan, pu,\mml\
Hemley & MePheters (1975) found that at the tower levels of income and profE3tion, crime
ended to deereases. Bot when the cconomy increased. erine funds to increase. In other ward,
there is an inverse rc]u!mn-,lnp between the two variables,

Sharma ot al. (2011} in their research in Indin verified the existence of a nepative
celationship between erime and economie growth, Crismina] activities in cenain arcas not only
disrupt the comfon of people's lives b also adversely alTeet the investment climaie and
productl} activities (Adekoya & Raza, 2006). An cmpirical studv ol Istam (2014) for the
case of 27 developing countrics found out a negative relationship between econemic growth
and erime, Sl to dslanys s findings. the rescarch study condueted by Havi (7014) 5n Ghana
also diffver that Ui€ corrdlaion encllicient belwedn, cconomic ]x_rlnm)guc and 1he erime
fale 1= m.guh\\. and signilicaat. The existence of o negative felationship between erime and
cconomic growth caused by crime adversely alfeets production activitics and output growth in
the ceonomy (Neanidis & Papadopoutou, 2013 Motta, 20H6).

Research conduc@@@ by Goulas & Zervoyianni {2015) using a panet of data scis of 26
countrics found thul crime has an asvnnncirie efTect on cconomie growth depending on the
fevel of maeroceonamie eertainty, Crime is not a bamier lo growth when ceonomic conditions
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allow investment grof§p. Conversely. whea economic conditions vis-to-vis uncertainty
conditions. the erime has a negative impact on cconnmic growth. In the macroeconmmic
uncertainty, their findings prove that every 10% inerease in crime eansed per capita income o
fall by betweff).49% and 0.62%. The rescarch findings of Almad et al. (2014) in Pakistan
also revealed that crin rates has a negative and stpnificant impact on economic growth i ihe
fong vun. but in shart-run, the effcel of crime rates on ceononnc growth is negative but
insignificant.

In contrast to the findings above, the results @ac Kizilgol & Selim (2017) study for the
casc of the Turkish cconomy found a positive relationship between cconomic growth and
criminal activity. EiRiously, | Mulok et al, (201() alsa Tound that the tmpact b t.connmm
g:_g\'ilh_ on_crime is found 1o be pﬁmh\c and qmtmacﬁ]!\ significant. The existence of b
pmalm. ;\,l.thaslnp bum....n crime had cenmnic grawth is explained 1n® Nayelwazei (2017)
using Lhe I(um@m ve lhat inercasing economic grawth can increase income inequality. Due
to the Iaet that in the carly stages of economic grawh, lht.rc@mm income inequatity and
mcnmc mcc;uahl\' feads 1o crifuc occurrence. The inYse in income inequality ps o resull off
L.Mill(\lﬂlb g_ro\\th as described in Ihé Kurzinet cwrve has a strong and robust eflect regurding

cmnc rates rising (Lohoni ¢t al, 201 7).

2.3. The link beiween law enforcement andd erinw rates

Several empirica] studies regarding 1he relationship between faw coforcenient and erime
that have been earvied pul by previous researchers alse have not provided the same
conclusions. Research conducted hy Cnok (1979) found that Inw enforcemient ean have an
impael on the tendency of critminal behavior in the commuaity. Previoushy. e rescareh
findings of Antunes & Hunt (1973) presented empirieal evidence that Jaw enlorcement allows
reducing crime rates. creasing luw cafbreement in a region is usually supporied by legal
instruments such as the poliee, for example. in handling criminal cases W get 10 cowrt.
Inereasing police efTorts will Jead 1o inereased clearanee raies and in turn, reducing the level
uf criffppmtes (Clopinger & Sulorius, 1979: Alves et al., 2013). Koss & \A’nlkur(Z(llG) in iheir
study ot the causadity relationship between law enforcement and crime rues Tor the case af
California found that Inwer lase enforeement inereases erime rates directly,

in contrast to the conelusions of o numbcer of researchers ahove. the results of the SHLord
and Biacklev (2007) study found that faw enforcement was positively assaciated with crume
rates. The finerense it lnw enforceniem is paralle]l with the incrense in erime rates due W the
tendency of eriminals 1o cury out their aclions eaused by variqus factars such as ¢eonomic,
social, and so on. Therelore, even though law enforecmient is incrcasing, but in poor ceonomic
conditions, the ¢risne mies will not decrease.

3. Data and rescarchouethols

Dataset used 1o the study is taken from the annual report of the fadonesian Statistics of
£reau. The dma form of the panel data set of & provinees from westem Indonesia pertaining
Acch. Swnatera Ulam, Sumatern Barat, Riau, Jambi, Sumatcrz Schaton. Bengkulu and
Latpung Provinee with mmual datit aver 2006 1o 2007, The ceonumic growth is proxicd by
vegional per eapita income (RPIY at o constant priee of 2000. The use of regional per capita
income it measuring the econantic growth of the respective provinees refer to o number of
the previous rescarch study (Amri and Nazanuddin, 2008, Ainri, 2008, Amu el al, 2019),
Law caforeement is measured by the number of eriminal eases browgh 1o eriminal justice. In
other words, the variable is clearanee rates to total erime rrtio, Further, the measwwement of
crime mtes proxicd with the prebobility of eitizens being exposed tov eriminal acts per 100.000
inhabitants.

The first stage in data apalysis is_staned by amalyzing statiojarily, We used the Levine-
1in-Chu (1. 1.C) methad (f.t.\'ml" l.in. & Chu. 2002) ‘and e I‘mﬂuumn -shin (1°S) method
(ln. Pespean, & Shin, 2003) 10 cheek the order of integration o see \.ﬂu_n ihe time serics
variable attains stationary. The basic prmclp!c of the two methads 15 the Augmented Digkey-
Fuller (ADF) test. The LLC method inquires the heterogeneity of intercepts across nwlﬂam
ol the panel, while the 1P§ mcthod reviews the helerngencity in the infereepts and the slope
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voclticients. Both tests were appiicd by averuging individual ADF t-statistics across cross-
section unils,

iThe second stage in NG method B the mml\":ﬁ is eo-integration test. The concept of co-
integiation, iniroduced b Granger (1969), is relevant ta the pmblun of duummmg long-ron
reiationship between the variables, The basic idea that underpins co-integration is sinpie. I
the difference hehveen two nog-siationany scries is ilself stalionary, then the fwo scrices are co-
intcgalccl I two or more serics co-integraled. it is possible to interpret the variables in these
setics as being in a long-run equilibriom relationship (Engle & Granger, 1987). By eontmst, o
fack of co-integration suggests that the variables have ne Jong-run rcl.monsh:p -thus, in
pr mup_iu_, ihe 1mwluiﬂ!ed vanables i arbitrarily move far away: from cach other.

n n
IJLRPI“-_- oy + Eﬂliﬂl.ﬂplh_i + Zﬂ;jALCrimcu_i “+ Z ﬂ;,ALLE!J_, + 190

=1 im1 1=t )
1]
ALCrime,= g +Z f1;ALRPL, ; +Z BojALCrimeg +Z ByALLE, . + £y
ju1 j=1 i=t )
n n o
BLLE; = & "‘Z Py BLRPIL, ; + Z ByALCrimeyy + Zﬂa.BLLE:.H + v,
=1 i=t i=t (3}

where 8LRPY denotes the first ditference of thgzytural logarithm of regianal per capita
ingume as praxies ol ceonomic grofep. ALCrime denotes the first difference of the natur; al

fopantinm of @L Fatd. and ALLE dc.noh,:, the st difference of the natuca) lu,_g.mlhm ol faw

enforcement. 1 denotes the provin mc;, of“: n!qd { dumlm the period of t. Furthernmore, « and

are canstants lo be cstimated, as well asg, ¢ and 1+ denoles o stachastic emror term of the
PVAR cquation, respeciively.

in_the next stage, we lest the causality feloifonship hetween the three Fafinbles using
Granger Causality VAR methods. so that we can clearly know whether economic growth
(RPIy has an bnpact on crime rate and Jaw enforcement or vice versa the two viniables cause
ceonanig growih. For cach of the two questions, a Chi-square (Wald) test is utilized to test
the significance of the effeet of the respeetive exopendus variable statjstically. Morcover, the
VAR mecthodology allows us to analysis the impulse response that defects the manner in
which each endigenous varfable responds o ihe shocks of the exogenous variable ¢valuated
through the residua@iriables. Thus, shock spread from one of eerain variables o the other
within ihe dynaimic Structure af the VAR madgl.

4. THE RESULTAND DISCUSSION
o
4.1. The desetiptive stalislics of ke varinhles

The reginnal cconomic growth rate in the westemn regina of Indonesia is relatively
different between one region ond anoather. This difference indicated by the difference in per
capisa ineome of cach provinee. The resulis of the descriptive statistics show that the highest
annual per eapita incore is [DR12,755.99 thausand. The opposite of 1DR4,096.06 thousand
with gz evernge of TDR7,326.64 thousand.

Furthermore . the results al the descriptive statistics of erioie rates showed that the highest
nuber of 317, This informs that the probability of the community to do eriminal aels per
100,000 inhabitants are 317 peoples. On the contrary, the fowest pumber is 22 peoples. In
term al’ law onforcement, the varable is proxied by the ralio of the resolved ¢ases w toial
erime cascs that show the highest ratio of 79.93 percent point. This thing indicates that the
aumber of eriminal cases that successfully prosecuted to crintinal system justice was 79.93
percent of the toal cases. While the loswest ralio is 11.72 pereent pnint

The results of the normality test of each of these variables using Jnrq@?crm test shawed
that the p-value of ceonomic gm\\'lh wos 0.096 (> 03y, which means that per uap:!a NeOMe o
h proxy for cconamie growth normally distritited. Furthermore, the p-value bf’ erime rates
and law enforcoment :\..spcclwcly amounted to 0.107 ond 0.124. which means the two
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varizbles were almmrmnilv distributed, The deseriptive statistics, Ihe normality test and

eorrclation matrix of the three variables as sumnwsized in Table |.

irable 1. Descriptive Statistics, Test bf Nortmality and Corvelation Matrix

Criine Rates Law Enforcement
Percapita Income (perpetratogs of | (ratio of the resolved
(IDR 1000) criminal acls per | cases to total crime
100,000 inhibitans) cases) (Vo)
Deserplive Slatisties
Mean 7 326.64 189 48 65
Midian 7032.37 199 45.59
Maximum 12,755.99 317 79.93
Mmimum 4.096.06 22 1.72
Test of Nonmality
Jarque-Bern 4.608 4 469 4.265
Probability 0 (097 0.107 0.124
Correlation Matrig
Per capita lncome |
Crime Roies 0.553 1
Law Enforceemt 0.035% 0022 1

Source: Aullmrﬁnmpulminn using E-views 4.0,

_____ arishles. The
Lo Al LE

m!urc of mhonq hcl\w.cn Per capita meame and Game rates s Qt:nllg[_JMSEll\c whu,h is
shuwn by b carrelation coetlicient of 1,553, Furthermore, fhe cond -Jﬂ coethiciont 1 bd\\u_n
inconic gind law cmnrccmcnl and helween per capita income and chime rated of §.053 fand
G122, Fespectively. The coefficients arc close to zera, which means the relmmmiup is very

weak.

4.2, The result nfﬁ" ront Iesl

Pnn: to cnnducnng any conomenic analvsis, 1 Buparian | 1o éxamine whether the panel

gain arc Siaiionary, (or unit rootmﬁ C\'plmmd carlicr, The Wit root test In this study : using six

methods, TES iests are namely LLevin, L & Chu {1LLO), lm‘,ﬂl an & Skn (10S). AD!' -
Fisher X2, @D - Chei Zsial, PP - l\|‘IEI dan PP - Choi lest2The_result_of the h,\i 08

summarized i table 2,

Table 2. The Result of Panet Unit Root Test

Individual Imerdfg Intereept & Trend
. Level Tarst Lewvel First
No | Varinble Methods Diflerence Diflerence
Testnt Bavatue Y ostuat it T-ai 1"-safuu 1esiat P
value falie
i Law Favin, Lin & Chu -3.657 0.000 «12,752 0.000 | 1166} 0.000 -12.038% | 0.000
Enfgreement | T, Pecamn & Shin -2290 001 6008 L ooooa { ca4ra 0.000 S3I05 1 0001
(LLE} ADF - Fiaber X7 29.506 on2t 66,175 | 000 | 434602 0,000 52.542 | 0000
AE - Choi Z-vin ~2.6015 005 -5,553 0.000 | .2.088 0.0 4116 | 0.000
PE . Fisher 20,280 0.022 N3 Q.00 33086 0,007 53235 | 0000
- Choj 2,667 5,064 6347 | Q000§ 22474 0015 Ay | oo
27| Cime Tavin, Lin & Chu 0957 0.169 AN | 630 1 728 n 958 FEN T
{(LCrime) I, Pesarm & Shin LIR4 0.784 {010 | 056 2028 0.995 h654 | 0.256
ADF - Fisher 3¢ LR 045 23,501 0,009 4608 0.997 21,503 | 0.160
ADE - Choi 7.-:1;[ 0961 0.832 -1.360 0.086 X1H 0,999 -LT27 0.042
PP~ Fisher 24472 DXL 65722 0.000 11318 0,715 0615 0.000
- Chog -1.521 0064 ~L630 1 0000 | X47 0099 | -5.887 | 0.000
a Teonumic Levin, Lin & Clhu 459 §.000 -4,370 0,000 -06.492 0000 -6.52d 0.00x)
Cirowlh Fm Pesmian & Shin 6.172 1.000 -2.059 0089 -1.433 0070 «1.736 004!
(L.RPDY A - Pisher XY B35S 1.000 30,572 toLs 26990 D042 36.195 0.003
ADF . Choi Z-sta1 fi 304 1.0m 2135 | onwe | o-rony 0351 =257 | 008
PP - Fisher 3403 0999 15366 [ 0003 7 59] 0960 531.25% | oMo
PP~ Chii B 6133 00N 2811 0.1 2410 nun2 -2.%20 0,004y

Souree; Author’s Computagion using E-views 9.0
SOUTCE: Aatihor s L.omputi ng I~
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As shown in table 2 nbm'cm the level, the majority of the respeclive p-value for all
methods of panel unit root test is greater lh.m .03, This mdicates that the auriables aré non-
stationer in level, However, the p-value is less than .03 ar the [irst (ﬂa:rcncc neither for
Individual tercept or Intereept & Trend. Thus. the variables achicved dtationary ot the Tirst

difference,

4.3. The result bf co-integtation test

The co-integration rests aim to determine whether the variables studicd toward long-run
cquilibrium one another. In this respeet, weftized Pedrond's (1999) co-integmition test which
suggc';tq there arc seven statistical metfgs to deteet the piesenee of comicgration phcnnmcna
foihe panet Bad set. 12 methods timdcd into_ive grof@y The fiist group 18 na
cointegration in the withindimension (_[)JIIC'[ lest) namely lhc.\ _stnUstical panel, rho-stal i

Fancl, PP sfatisticol, and RDF-swtistics YT s L :s_ccund_gmlp is the ep-integration test of

Ix,l\\'r.cn dimension (group icst) meluding Group rho-Statisties, (:mup Bi-Statistics, and
Gronp ADF-Statistics. The tesls propose two hypetheses consisting. af a null hy puthesis
proposing the existence offfo-rlcgration between the faw enforcement. erime rates. and
ceonomic growvth. and the alternative hypothesis suggesing tie vaiables are co-inegrated.
The rejeetion of one of tfhvpotheses was based on the p-value geacrated by the output :-
views wilh the criterron ihat the alicrffffve h\pﬂl]lcSH 1s acecpied and viee-versa the nall
hypothef is rC_]CClu] if’ p-value < .05, On the conlrury. the alternativie hwpothesis is rejected,
nnd fhe n-i:\rlmlhu.ns i aecepted IT 'T‘m valu® 05, The result Pedroni’s cointegralion iest as
shown in Table 3.

it \blv 3 | he Rexult (J”"( 'rum s residual-bused ro:ntrrlruhnn Tosf
i1 : "

Tane] Cointegration Statisties (Within-Dimension)
Statistical Values
Test Statistics _ﬂﬁﬂ?!ﬁgiﬁl Individual intercepl and

drend

:1.105 125311

Pamel vSiaiane (0.866) _ (0.000)**
1331 2.308

Fanel tho-Statisie (ﬁ.909) @.989)
0.776 0.296

Panc) PP-Statistid (0.781) 0.617)
2.695 £.569

Panet ADF-Siatistic {0.997) {01.285)

Group Mcnn Panet Cointegration Statistics (Beiween-Dimension)
Test Statistics Statisticad Values
Individual ]nlcrccpl Iidividug Intercept and Trend

o] SRE 3417
Graup tho-Siauie (0. ‘JS?) (6.999)
] 7] 0.817 0.551
Group PP-Shtsig {0.793) {0.709)
2.58] 41463

Group ADF St ©.995) 0.072)*

Source: Anthor's Computation using E-vicws 9.0
Note:  {t'hé values in parenibeses are probabilitics valnes. Ho: no cointegration, ® and ** indicare the

rt.JLL[mn of null Il\pulhul\ at 90% :md 95% signibheant b fevel. n.qpu.!:\ I.T\

Baosed on lable 3 above, it Egnown that ooly seme criteria can be Nulfilled. The statistical
tests show thatf@@ther one of Pencl v-Stalistic, o Statistic Panel and 1119_15!.!1!%(: Panel are
signilicant for both individual |a.1ccpt mcl]mde nnd_md;\ idual ummc:pl and trend method.
That things indicated by the p-value ol 1l respeclive Salistic method is lower than 0.05,
Furthermore, {he slatistical test of the ADE-Statistic Panel shows the p-value of 0.0337 (<
0.03) lor he individual amcrcclu method and 0.5284 (> (L.035) for the mdividual nmu.pl and
ln:nd Co-etegration test in term between dimension {group test) consists ol Groups rhn-
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Statistic, Group PP-§t tatistic, wud Group A L Starlisiig. e one of | the three statistic
mcthods provides {he p-value < 0.05. Rcfcrnng 10 the results of Pedroni's (199%) panc]

-

Lnl:ltc;:nalzcxxl lests as d(.xcnbcd in lnbl-. 3 above can bc mlcrpn.lcd th!. nh\@ nf ca-
no Jongrun relat mm!np hclwcéE fficm .
Furthermore. aceeplance _or_rejection of the h\'polhc,t:nq with Kao's residual pancl
———— ———
Fucgration test also bd\cd on thc p-value, The prmft‘:mn Brihe test is if the p-value < 0.05
JRLLE,
fndicate thal therg s cmnlc;__,r-ulmn dmong Hma:cc ,\'.mablw Othcrwise, the p-\.'.aluc > 0.05
means the variables hove no cointegrated. The result of Kaa's residual pdnd cortegration test
in Tablc 4.

Table 3. Fhe Resnlt of Kun's Residual

Eljf.‘oiinograrion Tost

Null Hvpothesis il-Statistic P-value
__ cointepration 0.499 0309
Residual Varinned 0.002
HAC variance 3 0.005
Source: Audhors’ Computation using E-views 9.4}

Table 4" evinees the results of Kao's (1999) panel eomiegeation test, The statistical resubt of
the test shaws (hat F¥ p-value of 0.309 (>0.03). Hence. the null hypothesis is aceepted and
that thing [F¥cates that there is no long-ron relationship between Taw enforcement. erime
fEks. and cconomic prowth.  In ather words, there is no evidence pointing o the three
variables ore ca-integrated i the long-run.

4.4, 4.4 The resull of the lag Iength eriterin

The tesis were determined based on informationnl eriteria - the Akaike information
eriterion (AIC). ilmmn (mnn (HQ). and Sehwarz information criterian (SC), taking into
consideration that i the mumber of lags 15 too small then the model does not capture il the
information ["'"lc if there are o mimy lags then the degree of freedom is wasted. DifTerent
imformation ertterin suffifst dillercnt npnmnl Ing lenglhs for the VAR model, as shown in
Table 5. The standard inlormastion erddteria of sequential modificd LR test statistic and Final
prediction emror shdfkn aptinal lag lenath of 6, Information criteria of Akaike information
criterion also show an aptimal L lenpthel' 5.

Tablé 8. Result of MAR g Ofder Selection Criteria

Tug ]ogl: TR FPE RIC G HO
] 1181680 NA 63407 | 5.75%4 3.6317 5.7126
0 139.1155 | 37.7056 | 3.49¢07 | -6.3558 | -5.8401* | -6.1726
2 1454206 | 104033 | 40307 | 62210 35,3344 -5.9004
3 1351603 | 146096 | 3.97¢07 | 6.258%0 4.9914 73,8000
4 1790565 | 32.2399 ¢ 1 96e07 | -7.002% 53501 54074
5 199.1526 | 24.1153° | 1.21e07 | -7.5576 -5.5300 .8249
G 215.6666_|[315.2397 | 1.02¢07% |_-7.8333° | -3.4267 $.0632°

Source: Author's Compuliation using E-views 90

Nale: * indicates lng order seleated by the ‘.mcnnn LR stands For sequential modified LR 1est statfstic

(mch test al 3% level): FPE is sanding for Figad [)rﬁ.dlLll(lll crror AIC stands for Akaike information

eriterion: $C stands for Schaary in fOrm'mun criterion, and HQ stapds fur Hannan-Quing i formation
critcyton,

Since the variahles achicved simioparity ofler first differencing and Akaike infonnation
criterion shows an optimal lag lengih of 6, we use the lag length of 6 For the ceanometric
model of panel veetor amnregressive.

4.5, The resul? of punel veeior autoregressive

The ceonomie geowth in a cortain period is ]x)siti\‘c.l\' and significantly influcneed by itsclf
at one and five periods earlicr. I shows that cconomic activity produces oulpuy (;_.nmmnd
services) w a period capable of increasing production capacity Tor the next period. The eflect
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b erime on cconomic growth shows ambiguous results, dn the 3t period, the variable has a
positive and mslgm!:cam ¢ffect. but in the sceond periad, it has 2 positive and significant
effeet on cocanpmie growth, @n indicales that_criminal aetivitics are_nol an obstacle o
ceonomic growth. Even the exislence of a positive rclationship benveen the two variahics
after two perinds explicitly infonms that the dy mnﬂ of the Iwuo variables inove in the some
dm.cnun Furthermore, for the 3-5 period hormm he c,lfc:(.i of erime on ceonmmnic, gﬂ(h_'?

T L
Tegative and m»u:mf"c.ml An ncrense W eriminal activitics in a cerain period has an
apposite impact o1 economic - growth 1 e 3-5 periods later, bnt nat significant,

In terms of the effect of ]a\\m:l'mwmcnl this study found that for ame- -five period

hnn?.nm law enforcement h'\: no ignificant eifect o an_econontic grenvi ifi. The \agmﬁcant and
positive clteet of the variable Bn cconomie gronth exists nﬁe@: sixih p(.rmd This indivales
tha Iy Lnl'nru.cmcni in n certain period has a positive impact on ceonomic gm\\lh i the next
@cnods T3S finding 15 consrstent with the resubs of B¢ Moarganti & Garofale study @]))
using a pancl of data sels of 62 countrics which discovered that faw cnforcement has o
positive and signilicant effect on cconmnic pfffERh. The complete information of the
ceanomctric model analvsis which discovers the direction of cousality relationship bebwveen

ihe variables generated lhmug.h PVAR as sunwnarized in Table 6.

Fabel 6. Fhe Summary of I"anel Vectar Autoregressive

Exonenous Varishle

P [T_aew ALCRIME S LLE
Coefliclent t-statisties | Coeflicient t-sIatlstics Cocflicieny | t-snaneties
ALRIMN (-1 0.5529 3.0034 -1.4108 .424%9 -1.1917 ] -3.0625
ALRPI-2) 0.3305 1.6183 3.5625 0.9675 5.0525 1.246035
ALRPI(-3) -().8239 -2.8750 0.8079 0.1564 -1.8186 03197
ALRPI-4) 04307 1.3773 -6.3323 -1.1231 -0.8527 -0.1374
ALRPI(-5) (1.8969 31942 1.5014 0.2973 17,9517 3.2288
ALRPI{-6) -0.3461 -1.3342 0.1331 0.0284 -1.0964 0.2129

ALCRIME (-1) 0.0041 0.3622 0.2308 -1.1280 A.0914 0.4036

ALCRIME (-2) 0.0239 2.2207 0.0983 0.5049 03681 -L.7170

ALCRIME (-3) -0.0083 -0.9789 0.3394 21744 0.4733 2.7542

ALCRIME (-4) -0.0011 3.1640 0.2144 -1.8323 £.0633 0.4963

ALCRIMIE (-5) (L0066 -0.9586 0.1899 -1.3329 .0309 .2264

ALCRIME (-6) 0.0109 L5171 -0.0434 0.3323 0.1814 1.2617

ALLE(-D -0.0071 -0.7469 -0.0959 0.5565 -0.6547 -3,4506
ALLE(-2) 0.0066 0.0823 ).3324 -1.9003 £.2592 -1.3526
aLLE (-3) 0.0067 L0512 -0.2759 23846 £).4789 -3.7631
ALLE () ).0015 -0.2136 L1319 -1.0387 {8881 -6.4743
ALLLE (-3} 0.0031 0.3095 -(). 2487 -1.3669 0.3143 -2.5661
ALLE (-6) 0.02035 2.8755 01470 -1. 1453 -0.0847 ).5991
[ 55 I8 0.0016 -(0.2048 0.0813 0.5777 -0.3900 -2.5183
R-syuarcd 0.7099 0.17590 0.7640
'A'(Bﬁﬂllm red D004 0.4363 0,5529
8. cqualion 0.0082 (1474 (.1623
F-siatistic 6.3016 1.4724 8.0149
Akaike AIC -6.4698 -0.6856 0.4934
| BSchware SC -5.6676 0.1166 . 30R8
Mean dependent 0.0434 4.0032 0.0304
5.0 dependeit | @352 0.1627 0.3340

Souree: Author’s Compuinfion using E-views 9.0
Wote: t siadisties > 2,00 indieate a significant effect: and 1 siatistics < 2,00 indicalte an insignificant

eflect, a
Az shovn in Table 6 above, at the 2-period horizan, the influenee of crime on ceonomic

yowlh 1§ postive und ugmhunt Conversely, al the 3-5 perod harizon is ncbunu.l\
:m:ﬂmf'a..ml The existence of sanie direction JCLIIIOIW between the fwo variables is in hne




104 iasyim K., Zathilmi M . Amei K Regionnd Science bngrony, Vob, X1,¢3) 2009, pp. 93- 104

with lh@sull;:’n‘f the_study of Kizilgal & Selim (2017) i the case of the Turkish economy
fiading n_pusitne. r:.].;lmm]up between ceonomic arowth and the number of criminal actors,
Conversely, this finding is a contrast to the cnmc i findings of Kathena & Sheefeni (2017)
for the case of the Namibion cconamy, whiclt boneludSd hat UheFN8ense in crmic rates lead

Bcnnunnc growih decrease. The sescarch study of Blackbum et al. (2017) also points out
that erime has a ncgative effect on grawth. Similar to the Fadings, Diaw et al. (2014) also
B"‘-d a numb«,r of conlradicu\'c vesults reparding the nature of the causal relationship
between eriime and economie gowth

e nc&ainfc cffects Bi erime rales on q@@aglc bmu’lh are duc to criminal aclivitics
having a destructive impact on the cenromic activitics of the communily. The activities
besides being able to cause on social inscourity in the conumunity, but also impact on the
uncerlainty of business prospects which is, in um, redieing ceonomic performaace (Kstrada
& Ndoma, 2014). These lindings cont{E the menm..tl research condueted by Motta (2016)
in Latin Americs, which bas revealed that there is # negative relationship belween erimial
activite and eeonomic perforfhnec.

ieonomie growth has no significant effeol cmnm:._ rates. This indicates 1hat the tendeney
nt cnmma!s 0 cngage in criminal activities not be influenced by the mtensity of the cconomic
Belivitics of the communities. Output growth in the cconomy dnes not impaet on (he
behavioral intentions of criminat actors in realizing theie cvil deeds. m‘“ finding is contrary
o the lmdmy of Mu!ol\ ct al. {2016) 1 Malavsia coneluded thal the Jmpact of ceonomic
growlh on crime rales is statistically significant.

Crime rowes_for a cestain pc.nod were posilively and sngmhcnnti\' affeeted by the trimg
Fales of '(If;)rwmnq 3-peniod 1 other word, IhE increase in crime at the pertod of 1, prompt
an tnercase i erite at the following 3-period (143), The perceived benelits which are
nbtained by the perpetrators of certain eriminmal activilics enconrage them (o repeat the evil
aetions in the fure. Tx is what eatses crinte to have a pasitive effect on jts awn sclf,

Law enforcement hag a negalive and an;__:l:ﬁcam £ on crime rates in the 3rd-periad.
The inerease in law enforeement Tor 4 cerlain period has a pegabve elfect an the efime rates
ol the three periods later. The abiliy and suceess of law enforcement offteials get pempelrators
up Lo enurt be ab!@neducc the dcs;rc ol them to repeat the criminal aclivitics. Accordingly,
there is an FPersc relationship bewween the two vaggables. Furtbennure. cconomic growtli and
erime rates had o positive and significant cffect on law enforeement at the 5thand 3rd period.
respeetiv@ly The higher the intensity of economic activity, the higher the crime sates, and 115
more the humber of criminal cascs resolved 10 the erimina! w‘;lgmuslmc The existence of o
positive and significant cffect of crime rales on law enforcement is cansisient with the results
of Shepard and Blackley's (20071 study oncluding thai the arvest of eriminal offenders by ki
enforcement officials are positively related te the higher levels of erime rates.

4.6. The result of impulse response function

The impulse response finetion is used la deteet the behavior of p vanable in respanding 1a
the shock of its ovwn self and other variables in a dynamie model. In this respecl. the IRF
analysis aimis to ovestigaie the response of kaw enlorcement, erinte rates, and vconomic
growth when the shock that aceurred in its own seif individually or ather variable changes.
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Figure 1. Result af impuise Rezponds Function

floxponse 10 Cholas iy O 01 Nnowions + 2 X &

Fwrgre 0 TR W% 43 D0 61 Femonss of DL tp DLCRwt Flatiranm OF OLRM to DuLE
ar or -
N
IR S L~ " -~
i i e
SN I e b
o o E
\\}‘ ’ﬁ.\ e e = o N ——"
od L Yo L -8
£ 2 T R W e g a8 I A S T R LI M T T i e S
Auppornm o DLCInVE W OULRS'T Hhwones #1 O CHLST g D GRIWE Hampnin ¢F CLCRIW 2o IxiE
r T T g
RN N - ! .
.\// T e \\/" M . - . s T
* N N B \ e i R R 'f:::'“"’
I B “'\a"\._ - I I Bt * e ¥
MTTTTTTTT TR T T T T Y T R T TTTTTITTTIT T
Mmepones o OLLD ko D™ Rrigrorws ot OLLE o DLCRME Rapponen of Deifl 15 DLl
. “
4 ._//—\"" A ~ =
TN \\/ AN e N Y e e
TUANN| TR v
Y ] \v/ ar r
B e S - S e S L e T T B 2 T T T A B

The ceonomic prowth postively resds 10 the shock of its own sell’ within the I-.a period
horizon, Hercinalter, the response was pegative i 4th pcnncl and then po-uu\c in the 3 -9
period, In the lOlh period, the response towards he Tongrun cquitibrium, ThE response bt
teonomie prowih 13 the shoek of crum"‘!cq i relatively small but tends 1o be positive durmg
the unubysis perid. Further, the rm.]mmc of ccfflmic growth to the shoek of law
mﬂ'owcnu.n! 15 also relatively small and is around the !nug-:uu cquilibrium fine.

The response of erive to the shock of law enforcement is negative during the 1-7 period
horizon, then positive in e 8ih period. Fereafler, in the 9-10 period horizen, the response
was relatively small and towards the equilibrium paint. The response of lmv enforcement to
ceonomie growth 15 pegative until the third period, Then, the response is positive duriup_. ihe
fourth (o seventh perind. Further, law enforcement rv..\ponds negativER} to cconomie growth
fronn the cighth period und then toward diefgance point in the tenth perind The respanse of
law enforeement lo shack in erime niles positive m the first period. then negative in the
second and third periods, The response fluctuntes until the tenth period appraaches the
equilibrium point.

4.7. The resulf af purdanice decotnpos

on analysis

Om. way (o determing v inportant the dilicrenl exogenous shueks aie 1 explaining e
Ecpm_d_ml variables 33 10 ealeulale the fractions of the forecusi error_vapance of these
yartnbles attribnable (o !hm:spccm’u orthegonal shoeks, The amalvsis would reveal the
eontribution of the variable § n cx_p]mnmu the forecas| eivor varismee of; cither fiself or others.,
22 wriance dcmmpnm!:on dnll)\ls is ubilized Lo assess the dvnamie interaclioas between
the variables in panel VAR odel!

febplal i . .

{The resalts of the v \ununch_tmms:u n arc shuwn in Table 7. In general. the resulis
Jurther substentiate the corlier findings which base on the impulse response funetion,
Variations in :chml cconomic growth (RI’H variahle explain around 89. perccnt of its
forceast crror variauee al the S-vears horizon, md:c..atmg that decrcasing in ceconomic prowll
is onc_of the most impnitan variables in cxplaining the dynamic of its own variance, The
VDA result also shovwfZhat crime rates and aw enfurcement contribute up Lo 8,78 pereent and
L57 pervent off the forecasu crror-variance of ceonomic growlh at the 5-vears horizon,
respectively. This indicates the two variables are nol one of the important factors in
cxplainimng the evelution of regional ceanomic grawth in western Indopesia,
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Table 7, Varinnce Decampositioa of Variablex
Varnnes Decompaokition o \”'pirri;!El)rcg@gp«a&ﬁqn of Varinnee Decompasition of AL 1LE:
Periodt ALRPE ALCRIME:
ALRIY A LOCHIME ALLE ALREI ALCRIME ALLE ALRE ALCRIME N LEE
! 100.0000 0.0000 0.0000 14.0069 £5.9910 00000 2.2801 L0231 6060
2 SR.38d4 0.2137 14019 14,2604 84.0257 05949 15.9937 1.8281 R2.1782
K] 897375 86600 161116 212791 12,6740 60410 16.1307 51098 TRA68
4 900712 R.IR7G L5412 W21 6R. 1651 56156 13,9844 10,5391 754763
5 26552 R.7786 EAGGY 272431 673494 34073 209237 13.3004 64,7759
g RRELAD 94663 16876 272.1818 67,1539 56623 35,7023 .76 525364
H RO 83764 2.2091 307528 613036 7.8540 323866 19.4%01 48,1203
8 HLE:B2 7.4027 1.9430 33,4058 58.5203 80649 JL33EL 212318 474354
9 82858 9.6009 2.3624 20.499 57.0441 1.5621 46,7679 16,8158 63RO
n 263031 9.9963 3.6464 A43373 pLAL ] 146430 06, ERAE I7.6115 36,2031

Cholexky Ordesing: ALRPEALCRIME ALLE

Source; Author's Computation using E-iew¥p 0

4.8. The vesult of PVAR Granger causality test

In ord@Re determine the direction of causality relationshii among the variables, we

e H i - : . ¥ & M A
emplovee Liranger eausality/Mlock exogeneily wald estd, The r@m]l of (BF test shows that
bidireetional causality bxi

18 between erime rutes und Juw enlorcenient and between ceonomiy
growth and fow enforcement. There isfidireetional causality ruaning from erimc to
ceonomic growth, Table 8 deseribes the dircetion of the causalily relationship between the
rariables,

Cubred 8, The Result of VAR Granger Causality/Block Exogeacity Wald Tests

Dependent Variably Independent 1 Giablc
ALRPI ALCRIME ALLIL
(16.809) (12.313)
ALRP i [0.021]** 10.067]*
(@.026) (16.991)
ALCRIME 10.673] - [0.009[* %+
(32.107) (28613
ALLE 10.000]*** [0.£p]s** i

Noter Numberin { ) is chi-square, Nusberin | ] is p-value, * sigoilicant m 90% Jevel, ** significant
at 95% level and *¥* significant ar 99% level,

Sougaga Author's ealewlation with Hviews 9.0

e T T T L . . T R T
Refer 10 Table § above, lhe dircclion of eausaliiy relationship among the variobles s
shown 1 Figure 2,

Lt T vl S e T —_— e — PR
Figure 2. Whe divection of caisali ship adtang the three Variables

Economic
CGirowth

Law
Iinforcement
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The cxistence of bidirectional causality between law enforcement and crime explicitly
informs that law enfarcement can encowrage o deerease in critninal acts in the community, As
the PVAR results explained earlicr, law enloreement has a negative efTect on crime af the 1-5
period horizon. Thus, the deercase in eriminal aciiviiics is 2 response lo an avempt by sceunity
forees 1o prosecute erimipal actors to sount. [n other words, the decrease of the crime rates
causcd by the inercase vl clearnce rates as praxies af law enfarcement.

This finding supports the rescareh !"m@s of C]nmngcr & Satorius (1979) confirming that
an increase in palice efforts will cause an_increase in crime glearonce Tates and in tarn to
recuce the crime rates. Furthermore, the mlcnml'\’ of crime can also affect Jaw enfarecment,
hereased criminal activities in the community encoursge security forees, cspecinlly the
polid3Ro increase the miensity of law enforcement. Accordingly. crime L.Icarancc rates are
mo pu-\mw.h' and ‘n;_.mlm.mtlv refated to the intensity of grinunal acts it e community,
‘These resulis in ling with the research findings Shepard and Blacklev (2007) which Jound owt
thai the ntrest of erime aclors positively related (o high erime raies. B3 o

Bidircetional causality also exists between law enforcement and cconomic growth, The
amming of cauwsality from faw enforeement to comomic growth indicates that the
sustaimability of ceonomic activitics is a response to law enforcement, The economic
activities require the support of conducive social conditions with low erime rates. When law
enforcement increases, security is more assnzance and in um, aceclerates connnmic aciivity
in the commumty. This lnding cdinns the resubis of Pore (2015) reseaveh for the case of
Weatern Balkon countries which concludes that there is g close relabonship between law
enforeement practices and ceonomic growih, Previousty, empineal studies conducted by
Loreazani cf al. (2014) in a oumber af Lurapean countrics alsa proven that law caforcement
inereases enlrepreneurial activity so that il impacts on domestic and foreign investiment and in
furn, an INproves 1o ceonomic growth.

Further, ceonamic grawth ean atso influence law enforecment Inereased econnmic grinvih
reflcet the increases in eennomic activity. Feanomie growth as an indication of an increase in
people’s income stimujates the imerest of crimiuals 10 take actions such as robbery, fraud and
S0 on izt arder 10 obtain 2 eerfain amount of income, Having a response to the conditions, the
sccurity ofTicer of the loeal govermment tried 1o eacaurage law cnlarecment by laking legal
aulm ag:lim; the |)Lr|x,lrdlms of L!Imc

Umd:ru.!mnnl @qdhl} cxists runnmg “Trom crime rates Lo u:nnnmu, £r11\\'i]1 This
indicates that thd pmduclton of Louds and sur\lpps"fﬁ the capwmunily respanse 10, criminal
acts. The ingf§oretation is then in ine with the results of the PVAR prcv;nuqlv explaincd that
cnglc  rates have o negative effect bn ceonomie growih due o its impact on e development
f the busitess activity. The erime rates are associated with the lower pmh’:h:]u\ af emerprise
to expanse business activities (BenYishav & Pearlmean. 2014,

However, this finding fa contrast 10 ihe results of o study m Namibia by Kathena &
Sheefeni (2017) showed that there i3 bidireetionn] causality rumming fr@l) crime rates (0
economic growth. On the contrary, oriminal activities da aot 1espond ta ceonomic growith.
This (iuding is alse different from the resulis of research by Kaghema & mcﬁ.ni (2017 for
the case of Namibian ceanony which presents emptrieal evidence of the existence of o iwo-

awav causality relationship between the lwo variables.

5, Cuanclusions and Sucaestion

This study was mtended to investipate the funetional relations amang law enlorcement,
crime rates, and ceonomic growth, and deteet whether there was causality between these
variables, Using ihe panel data sci of 8 provinees lrom western Indonesia for the period of
2006-201 7. the ceonoinetric models that were applied to diseover these relations were panel
cotnlegration tests, panel vecior 4utcvrtg.ﬂmvc, and Granper causality tests, This study Ims
cancluded Lvo dmportant pmm.-. Firsily, thére 75 no lom.—run cqﬂil'bz}glmjnlltxnslltp nmnng
@ thre WMS_EG_{]] crime rates and law Lnf‘nrcuncnl positively aflect econormic growth.
faw mru.mc.m has'a nepative and Sipmificant efféet an crime rates, Aind vice versa evime
rates have & positive and significant eflect on I@nlorcumnl.

Seeandly, there was bidireetional enusality botween erime rutes and lew enforeement. and
between Jaw enforcoment wmd cconomic 1:.10\\'111 Higher law enforcement was a response lo
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the hl;__hcr crime rates, and viee versa, the decrease in crime sates was a fesponse 16 an
increase i taw enforcement. I'he inereased productive activitics in the cconomy are the
cconamic impaci of law enforcement. In the same ime, when the intensity of cconomic
aclivity increased, the loeal government inffBksiern Indoncsia cllor (o jmprove faw
Ln[(\rLbl'l'ILl'll in .:s-\unu& the ccmmm:c aetivity, In addition, there is o unidircetional eausality
numm;: fmm crime rales ln L.cmmm:c grnwih Economic growth has a response o umnm:l
activitics. ven though the crime rales did not significantly causce a decrease in the ntensity of
ceonomic ackivily, hawever, the ascurrence of the criminal acls such as theft, robbery, and
fraud. for example, it sl has o destructive impact on the development of the produetive
economic activities,

Referring 1o the conclusions above the strategic policy of the local govemment,
particularly for the provinees in western Indonesia should enhanee lw enforcement to rediee
crime ralcs. Increasc the number of police offieers, cspecially regiomal police. including
investigators for crimimal acts. So that more eriminals who received punishment for their
criminal acts. In relation to cconomic develapment policies, the government should ¢ffort to
increase cmployment creation for the working age population. Thus, they will get a job to
avotd erhininal acts such as thedl, fraud, roebbery, and so on.
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