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Government Spending and Taxes in Health Stability in Australia

Abstract

Government Expenditure in each country have a role in improving services to facilitate the
interests of the community which indirectly have an impact on people's welfare which is
achieved by managing government finances properly. We already have data that we examine
in this study from 2000 to 2020 to develop "autoregressive vectors' that may be used to
determine relationships between variables about Government Spending and Taxes in Health
Stability in Australia. This design was used to examine Government Expenditure, Health and
Taxes in Australia, with data from the World Bank. We know that High government
expenditure in Australia can increase good health, but good health can reduce government
spending, good government expenditure will reduce government taxes in Australia, not only
government taxes but good health also plays a role in reducing high government taxes and high
government spending, but high taxes can improve health in Australia, not only health but high
taxes can also increase government spending in Australia.

Keywords: Government Expenditure, Health, Taxes.
JEL Classification: H2, H51,11.

Background

Indicators of the government's success in development can be seen through several things, such
as low inequality in income distribution and poverty. Both of these could be accomplished with
the help of the government in the realm of budgetary policy related also to distribution of public
expenditures in the public interest (Muliati, Wulansari, Handoyo, 2019). Government
Expenditure in each country have a role in improving services to facilitate the interests of the
community which indirectly have an impact on people's welfare which is achieved by managing
government finances properly (Antari, Sedana, 2018). The government's role in implementing
aspects of health and educational issues is via government expenditure (Tjodi, Rotinsulu,
Kawung, 2019). Regional financial autonomy has the consequence of having the authority
granted to the government through the regional revenue agency to collect regional taxes and
levies (Maulinarhadi, Agusti, 2019). Meanwhile, the level of community welfare is measured
by the level of income earned (Ramadhany, Ridlwan, 2018). The income that can be cultivated
by the provincial regional government is regional original income. Regional Own Revenue
(PAD) is one of the distributors of fulfilling needs in the context of administering regional
government (Christanti, 2020). The biggest source of income comes from taxes, tax revenues
are collected in state spending for development and governance (Isnanto, Istigomah, Suharno,
2022). The tax system is a significant source of governmental funding. In order to emphasize
and explain tax procedures (Larasati, 2022). Tax reform in developing nations, particularly in
Asia, focuses on issues relating to economic policy with a particular focus on the design of tax
structures and tax management (Pasaribu, Ayu, Pamuntjak, 2022). It is proven that we can feel
the benefits of taxes in everyday life such as health facilities (Rizky, Rasidin, Sofiani, 2021).
Health is a primary need that allows everyone to carry out their activities for their productivity,
therefore health is important for the progress and welfare of an area (Sandila, Rizal, Satya,
Sulastri, Alfana, Listyaningsih, 2020). The impetus for initiatives to bring improvements to the
health system is health resources. The community must have adequate amount, quality, and
variety of resources, as well as a just and equal distribution in accordance with the requirements
of health development, in order to reach health status. (Emilya, Misnaniarti, Syakurah, 2022).
Public health is the science of using coordinated community activities to promote health,
prevent disease, and extend the lives of human populations. Local demands, available




resources, and infrastructure influence the data gathering systems that public health
organizations and governments have built at all levels of government, including local, national,
and worldwide. (Kana, Khanijahani, Raji, Adamu, 2022). The Minimum Service Standards are
provisions related to the quality and type of basic services which are government affairs that
must be provided at a minimum to every citizen (Silondae, Yusran, Ruslan, Tosepu, 2021).
Health services, especially good services, can increase patient satisfaction with these services.
Patients feel satisfied if their needs are met. This design was used to examine Government
Expenditure, Health and Taxes in Australia, with data from the World Bank open Data.

Research methods

Using secondary data from the World Bank, this model is used to estimate Government
Expenditure, Health and Taxes in Australia. A 20-year research study was conducted from the
year 2000 to the year 2020, and " vectors' autoregressive " are utilized to describe the link of
variable one to the other variables. We use the multivariate regression approach to analyze the
links between the variables Government Expenditure, Health and Taxes in Australia:

Table 1. An explanation of the variable description that we will use

Variable Description Source Unit Analysis
Government Since 2000 until 2020, This | World Bank Percent
Expenditure variable for government

(GVMX) expenditures includes every

investment, expense, and
transfer payment made by
the government.

Health (HLLT) | health data from 2000 to | World Bank Percent
2020 that we found in
Australia

Taxes (TXXS) The tax wvariable discusses | World Bank Percent

tax growth in Australia from
2000 to 2020

GVMX 1= fo+ Bt HLLTu+ B2 TXXSe+ e fma 1
HLLT 1= Po+ p1 GVMX 1+ p2TX XS+ e« fma 2
TXXS t=Po+ p1GVMX 1+ B2HLLTo+ e fma 3
Information :

GVMX : Government Expenditure
HLLT : Health
TXXS : Taxes

€ : erroneous title

t: time sequence

B : degree in terms of causation influence

tma: formula

This research employs vector computations, in which every regression connection is combined
so that every variable simultaneously becomes both the independent and the dependent
variables. The concept of zero from Dickey-Fuller, derived by PP analyze, with p=1 and Ayt =
(p — D)yt-1 +ut are formula, while A —This is very first try, various operations were utilize. For
the "unit root test," the following equation was employed in this study:




AYl=op +PoT+BiYer + ¥ _(i-1)"q auAYei + e

Caption:

Y are check of unit root variables.

T "linear pattern" variable represented, and "different in lag" are Yt1, 0 are displayed as "single
equation,” also with "t" being a "time trends" indication. The null hypothesis (h0) and the
following are some alternate unit root test hypotheses:

HO : a=0

HI1 : a#0

Results and Discussion

To determine whether or not a data set is stationary, we used the stationarity test. Term of Error
analysis is used to determine whether or not a series is static, as well as some possibilities if the
series is not truly stationary. Table 2 displays some of the results from attempting some of the
test unit's roots.

Table 2. The test of ADF’s Unit Root on GVMX, HLLT and TXXS data in Australia.

: Include in the . 5%
; Unit R Statistics for o —
Variable examination Critical Description
Root : the ADF Test
Equation Value
Government Level | Intercept -1.785499 0.3762
Expenditure First -3.329809 00278
(GVMX) Diff | Intereept Stationer
Health (HLLT) !
Taxes (TXXS) Level lnteroept -1.685283 04231
Government First 5679277 | 0.0002
Expenditure I Intercept Stationer
Health ( HLLT) Level ]nterc,ept 0.774864 0.9901
First -6.952611 0.0000 :
Diff Intercept Stationer

All variable are stationary on the first diff. This is demonstrated by Augmented Dickey-Fuller
with results like, running the test -4.277571 and probability 0.0043, since the probability is less
than 5%, in this situation, the TXXS, GVMX and HLLT First Diff data indicates that it is
stationary. Both VAR and causationtry should be tested for sensitivity before starting a VAR
investigation, there should be a selection of an acceptable optimal time lag with the results
presented in table 3.

Table 3. The test of Optimum Lag at Lag 0 to 2, GVMX, HLLT and TXXS data in Australia.

Lag LogL LR FPE AIC sc HQ
0 -40.67467 NA 0034217 | 5.138197 | 5.285235 | 5.152813
1 -17.94489 | 34.76321% | 0006987 | 3.522928 | 4.111078* | 3.581391
2 7894674 | 11.82378 | 0007024 | 3.399373 | 4.428637 | 3.501684
3 4711421 | 1038149 | 0.006617*| 2975127 | 4.445503 | 3.121285
4 1628717 | 5447412 | 0012462 | 2.672098* | 4.583587 | 2.862103*




Variation outcomes in the length of GVMX, HLLT and TXXS lags on the LR, FPE, with SC
at position number 1. Some outcome by the four components concludes that lag 4 is different,
so lag 4 will be chosen. The VAR analysis’s outcome is presented at the table 4.

Table 4. VAR Model Analysis

GVMX HLLT TXXS
GVMX -0.605834 0.047694 -0.700566
(0.70215) (039527) (0.96135)
[-0.86283] [0.12066] [-0.72873]
HLLT -1.719819 -0.246604 -3.126855
(0.78939) (0.44438) (1.08079)
[-2.17867] [-0.55494] [-2.89311]
TXXS 0.323215 0.200149 0.624773
(0.28223) (0.15888) (0.38642)
[ 1.14521] [1.25976] [1.61684]
C 21.11006 -3.654386 17.69325
(12.2188) (6.87845) (16.7294)
[ 1.72767] [-0.53128] [1.05761]
R-squared 0.839838 0.963278 0811758
Adj. R-squared 0.359353 0.853113 0.247033
Sum sq. resids 0.639213 0.202566 1.198254
S.E. equation 0.399754 0.225037 0.547324
F-statistic 1.747896 8.743953 1437438
Log likelihood 3.764252 13.53220 -1.576996
Akaike AIC 1.086559 -0.062612 1.714941
Schwarz SC 1.723722 0.574552 2.352104
Mean dependent 10.50633 8.756588 25.64075
S.D. dependent 0.499440 0.587168 0.630749

Government expenditure has a positive relationship to health, so when government expenditure
increases, health will also improve, this can be proven by looking at the relationship between
the GVMX and HLLT variables which produce probability values of 0.047694 and 0.12066 t-
statistics, but an increase in government expenditure can causing a decrease in government
taxes, as we can see from the relationship between the GVMX and TXXS variables, namely the
relationship between government expenditure and government taxes has a negative relationship
with a probability of -0.700566 and -0.72873 t-statistics. In addition, there is also Health which
has a negative relationship with government taxes, this can be seen by the probability -3.126855
and -2.89311 t-statistics, this can be seen through the relationship between HLLT and TAXXS
variables. Not only to government taxes, Health also has a relationship which is not good for
government spending, we can see this through the relationship between the HLLT and GVMX
variables which produce a probability of -3.126855 with 1.61684 t-statistic. Government taxes
have a positive relationship to health and government spending. We can see this from the
relationship between the TXXS and GVMX variables which produce 0.323215 probability with
1.14521 t-statistic. This shows that the higher the government tax, the more government
spending will also be involved. Not only government spending, but there is also a positive
relationship between the TXXS variable and HLLT, with 0.200149 probability and 1.25976 t-
statistic, this shows that government taxes play an important role in health, because the higher




the government tax, the health will also improve. We can see that government taxes or
government spending and health play quite an important role and are interconnected with one
another. After doing the VAR test, The test of Causality Granger was carried out with the
outcomes presented in table 5.

Table 5. The test of Causality’s Granger

Null Hypothesis: Obs F-Statistic Prob.
GVMX is not Granger Caused by HLLT. 17 3.27906 0.0718
GVMX does not contribute to HLLT 042272 0.7885
The Granger Cause of GVMX is not TXXS. | 17 048776 0.7453
TXXS is not Granger Caused by GVMX 0.34186 0.8426
The Granger Cause of HLLT is not TXXS | 17 2.35366 0.1408
The Granger Cause of TXXS is not HLLT 3.34898 0.0685

Table 5 shows the results of the Granger Causality in Australia. The causal relationship between
a single variable and another is between HLLT to the GVMX, TXXS for GCMX, TXXS to the
HLLT, This is demonstrated by the probability being less than 5%.

Graph 1. Impulse Response Variables

Response to CholesdyOne 5.0, (d.f. adjuged) Innovationst2 S.E.

Response of GVMX to GYMX Response of GVMX to HLLT Response of GVYMX 1o TXXS
L 1] 1
0 [ - 0
L -1 1
2 T T T T T 71 T T 2 T T T T T T T T 2 T 71 T T T T T T
12 3 4 5 & 7 &8 3 10 t 2 3 4 5 & 7 & 3 10 12 3 4 5 & 7 a 3 10
Response of HLLT to GVMX Rasponse o HLLT to HLLT Responsa of HLLT ta TXXS
8 & s &
4 A e 4o
: AN e |
0 0 s 0
2 2] 2]
12 3 4 5 & 7 8 3 10 1t 2 3 4 s & 7 & 3 10 12 3 4 s & 7 a 3 10
Respansa ol TXXS to GUMX Raspansa af TXXS ta HLLT Response of TXXS 1o THXS
1 1] 1
o= o= = L Em———
4 e a4 R i -]
2 2 T 2

From this graph we can see that GVMX's response to GVMX itself or Government Expenditure
experienced a spike in the Ist to 2nd period, then decreased significantly in the 2nd to 5th
period. The response of the GVMX Variable or government expenditure decreased in the first
to second periods and then experienced a surge in periods 2 to 3 which was quite high, from
periods 3 to 10 the GVMX variable response to Health or HLLT experienced a fairly stable
wave like the previous period. GVMX's response to government taxes or TXXS experienced a




fairly stable and calm wave from the first to 10th period. The Health Variable's response to
GVMX decreased only in the Ist to 2nd period, in the 3rd to 10th period the relationship
between these variables was quite stable. The response of the health variable to health itself or
HLLT decreased significantly from the first to the second period, then followed by the eke 2
period which jumped to the eke 3 period, from the eke 3 period the relationship between these
variables experienced a fairly stable wave until the eke 8 period. and ended quite stable in period
10. The response between Health variables to TXXS experienced a fairly normal spike only in
the first period, in periods 4 to 10 the waves were quite stable. The government's tax response
to GVMX was quite stable in the first period before experiencing a surge in periods 2 to 3 and
then decreasing to period 4 before experiencing a fairly stable wave in periods 6 to 10. The
TXXS variable response to HLLT or health and government taxes experienced a fairly drastic
decline in the first period and then followed by a stable wave that continued to rise until period
10. The government's tax response to the tax itself was also quite stable after experiencing a
decline in periods | to 4, the next period was quite stable until period 10.

Conclusion

High government expenditure in Australia can increase good health, but good health can reduce
government spending, good government expenditure will reduce government taxes in Australia,
not only government taxes but good health also plays a role in reducing high government taxes
and high government spending, but high taxes can improve health in Australia, not only health
but high taxes can also increase government spending in Australia.
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