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Introduction. School transition is important as a benchmark for education progress in many developing
countries, including Indonesia. Moreover, the school transition has been identified as a crucial turning point
in school progress in Indonesia. The purpose of the article is to analyze the role of income, gender against
the school transition in Indonesia.

Materials and Methods. Methods in this research were conducted in two phases, fixed effect and conditional
logit. The data used are from the Indonesian Family Life Survey and to capture the occurrence of several
events in Indonesia with the risk associated with economic crisis in Indonesia against school transition.
Results. A sharp permanent income decrease shock will have a larger effect upon parental investment than
one realized later in the child’s lifetime and the effect of permanent household income shocks is significant
and decreases in older childhood, as predicted by the permanent income hypothesis. When household income
is faced with shocks constraint conditions of loans and credit market imperfections, girls tend to be used
as a coping strategy to support private consumption in doing consumption smoothing, especially transition
from primary to junior secondary education.

Discussion and Conclusion. Permanent income have long-term consequences of the decision-making
process in the school transition. Girls experienced an increase in continuing education, especially at higher
levels. Furthermore, when household income is faced with shocks constraint conditions of loans and credit
market imperfections, girls tend to be used as a coping strategy to support private consumption in doing
consumption smoothing.
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Baussnue 3xoHOMHMYecKOM cutyauuu B UHAOHe3uu
HA JOCTYNHOCTH CpeJHero o0pa3zoBaHMs

C. C. Pemu, b. Xapusma®
Yuusepcumem Ilanoscadocapan, e. Banoyne, Unoonesus,
*bayu.kharisma@unpad.ac.id

Beenenmne. B crarse maercs aHain3 5KOHOMUYIECKOH cuTyaruu B THIOHE3UH B KOHTEKCTE IPOBOAUMOM rocy-
JapcTBOM 00pa30BaTeNbHON MONUTUKHU. [lepexon yueHHKOB U3 HauadbHOM LIKOMBI B IIKOJIBI IO CIETYIONIETO
YPOBHS SIBISIETCS BaXKHBIM ITOKa3aTelleM Iporpecca B 061acTH oOpa30BaHUsI BO MHOTUX Pa3BHBAIOIIMXCS
CTpaHax, B ToM 4ncie B MHgoHe3un. JJocTymHOCTE cpenHero oOpa3oBaHUs ObLIa OIpefesieHa B KaueCcTBe
Ba)KHEHIIEro MPUOPUTETA B Pa3BUTHU IIKOIBl B MHAOHe3un. Llens cTaThu — MpoaHaIu3upoBaTh BIHSIHHE
JIOXOJIOB M T€HJIEPHBIX ()aKTOPOB HA JOCTYIHOCTH CpefHero obpasosanus B Munonesnu.

MarepuaJsl M MeTOABI. B mponecce ncciaeqoBanms HCIONB30BATNCH QUKCHPOBAHHBIN 3 HEKT U yCITOBHBIH
noruT. Jlanuble B3Thl U3 MHIOHE3UHCKOro 00CIeq0OBaHUs CEMENHOMN KU3HHU.

Pe3yabrarsl necjenoBanns. Ha mupokoM craTHcTHYeCKOM Matepuaie (Ui aHajdu3a CUTyalluu ObUIH H3-
yueHsl u obpadoransl nanneie mo CIIIA, Arrnun, [lakucrany, Magarackapy, Mekcuke) mokasaHo, Kak Qpu-
HAHCOBBIE TPYJHOCTH BBI3BIBAIOT IIPOOIEMBI C MOCEIIAEMOCTHIO HIKOJIBI U MPUBOAAT K OTKA3y OT MONTy4eHHUs
WIH NMPOAOIDKEHHS 00pa3oBaHus. B CBsA3M ¢ 9TUM 0OCTOSATENBCTBOM TaKHE CEMBH IOJPa3/ACIsIOTCS Ha JBa
THIA TOMOX03sHcTB. Cpenn KII0UeBBIX IPHUNH, MPETSITCTBYIOIINX MTOCEIIEHUIO JeTHMH IIKOJEI, ITO CTeme-
HU 3HaYMMOCTH BBIJIEJIEHBI CIIeAYIOMINE: SJKOHOMHUUECKHH KPU3HUC B CTpaHe, CTUXUITHOe OefcTBUE, CMEPTh
WIH TsDKenast 00Je3Hb INIaBEl ceMeiicTBa, morepst Ou3Heca, paboTsl. CUTyanus TakKe NMpOaHAIH3HPOBaHA
0 TakUM (paKTopaM, KaK MOJTOBO3PACTHEIE XapaKTEPUCTUKU U MECTO IMPOXKUBAHUS (TOPOJCKHE U CEIbCKHE
JKUTEIU U UX UCTOYHUKH J0X0Ja) U ap.

O6cyxnenne n 3akiao4denne. [IperioxxeHa opuruHagbHas AHHAMHYECKass MOJCNb JJOMOXO3SHCTB, HHBE-
CTHPYIOIUX B 00pa30BaTENbHYIO AESITEILHOCTD B yCIOBHUSIX HEONPEAETICHHOCTH U C YI€TOM ITOCTOSTHHOCTH/
NEPEMEHHOCTHU UCTOYHHUKA 10XO014a. MaTepl/Ia.]'lbI CTaThbHu 6y)1yT ITOJIE3HBI YYE€HBIM-DKOHOMHUCTAM, a TAKXKE JIs1
IPYTHX MCCIeoBaTeIel, HHTepeCYIONIXCs SKOHOMHUKOH 00pa30BaHus, 0COOEHHO PoOIIeMOH TOCTYITHOCTH
cpegHero oOpa3oBaHMS BO BPEeMs YKOHOMUYIECKOTO KpHu3Hca B IHIOHEe3HH.

Kniouesvie cnosa: momHoe cpennee obpazoBaHHe, pOib J0X01a, IOJ, GUKCHPOBAHHEIN 3P EKT, yCIOBHBIN
JIOTHUT, TOCTYHMHOCTb CPeJHETO 00pa3oBaHUS

Jna yumuposanus: Pemu C. C., Xapusma b. BausHue skoHOMHYECKO# cutyaumn B MHOOHE3WH Ha
JIOCTYIHOCTh cpennero obpasoBanus // urerpauus o6pazosanus. 2018. T. 22, Ne 4. C. 596-611.
DOI: 10.15507/1991-9468.093.022.201804.596-611

Introduction

School transition is an important time
for children, families, and school com-
munities. Research suggests that children
who make a smooth transition and experi-
ence early school success tend to maintain
higher levels of social competence and
academic achievement'. Meanwhile, the
school transition has been identified as
a crucial turning point in school progress
in Indonesia. Human capital investment in
education is one essential component for
the economic and social development of
a country as education is one of the vital
strategies to overcome poverty in most
developing countries. If there is a decrease
in the quality of human capital, it will be

! World Bank. World Development Report 2007
2006.
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likely to have both direct and indirect con-
sequences to the level of social welfare,
poverty and economic development of
a country. One of the problems of the
decline in human capital investment in de-
veloping countries, including Indonesia, is
the vulnerability of various risks associated
with the shocks leading to high levels of
volatility in income resulting in low levels
of school enrolment, school transition and
high level of dropout.

Generally, household options regarding
education investment in addressing nega-
tive income shock can be divided into two.
First, when households are faced with nega-
tive shocks, then the parents will encour-
age their children to be involved directly

: Development and Next Generation. Washington DC;

597



@%&M UHTETPALIMS OBPABOBAHMSL. T. 22, Ne 4. 2018 REaknssmsms

in activities that can generate income for
the family making time allocated for edu-
cation relatively small [1]. In this case, if
the time allocation can be done optimally,
it can reduce the level of school attendance
without increasing dropout rate. Second,
the presence of negative shocks will have
an impact on the level of participation in
education, either temporarily or perma-
nently forcing parents not to send their
children to school [2].

Some of the events in Indonesia with
risks associated to negative income shocks
on human capital investment are El Nino
disaster, the Indonesian mid-1997 economic
crisis, the death or the prolonged illness of
the household head or household members,
the loss of household business due to natu-
ral disaster, the loss of jobs and the decline
of household incomes caused by natural
phenomena such effects of weather, locust,
etc. Furthermore, another issue of concern
in many developing countries associated
with negative income shocks is the widening
gender disparities among boys and girls to
school participation rates, including school
transition. Finally, another critical issue is
the presence of resource competition among
siblings in the household when it comes to
borrowing constraints condition and credit
market imperfections.

Several studies on the effect of negative
shocks to investment in human capital, espe-
cially in the field of education, involve a va-
riety of different empirical results. Sawada
showed that permanent and transitory in-
comes affected schooling decision process for
school entrants and dropouts in Pakistan [3].
Subsequently, schooling response to tran-
sitory income is consistently larger for
daughters than sons; followed by resource
competition. Chevalier et al showed that
permanent income had a significant effect on
children schooling in the UK, with stronger
effects on sons than daughters [4]. Several
empirical studies in Indonesia, among oth-
ers, performed by Thomas et al. identified
that during the economic crisis in Indonesia,
the participation rate of young children’s

education is relatively low if it had older
siblings [5]. Cameron and Worswick showed
that the coping strategy taken by farming
households during income shocks was to
reduce children education expenditure, es-
pecially girls of school age [6].

Many empirical studies show different
results about the effect of income on the
school attendance. McKenzie and Skoufias
& Parker showed that the rate of school at-
tendance was increasing during the crisis
in Mexico [7; 8]. King received results
indicating that the per-capita education ex-
penditures declined in Indonesia following
the crisis in the late 1990s, but the dropout
rate did not increase?. Meanwhile, the rate
of high school graduation and participa-
tion rose during the Great Depression in
the United States [9; 10]. Several studies
showed contradictory findings of the im-
pact of negative income shocks to the level
of child’s education, with one side having
a negative effect, but in some cases, also
positive effect. In addition, there is still the
debate on the issue of gender inequality
in school transition, therefore, this study
aims to analyze the role of income, gender
against the school’s transition in Indonesia.

This study contributes an empirical
measurement and identification of transi-
tory income. The previous study used rain-
fall deviation as a transitory variable [11;
12]. Meanwhile, transitory income shocks
measurements in this study include the
death of the head of household or household
members, crop loss, prolonged illness of the
household head or household members that
require hospitalization or continuous need
of medical care, loss of business and house-
hold sectors (due to fires, earthquakes and
other disasters), unemployed household
head or business failure, and the decline
in household income due to falling prices
or quantity of goods produced.

Materials and Methods
Empirical studies of income effect on
human capital investment have long been
of interest to economists and policymakers

2 King E. The global economic crisis, education, and development partnerships. Keynote Presentation
at the HDN-WBI Course on Innovations in Partnerships. Washington DC; 2009.
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as it involves data, empirical results, and
different approaches. Sawada conducted
a study on the role of permanent and transi-
tory income on investment in education us-
ing household panel data in Pakistan from
the International Food Policy Research
Institute (IFPRI) Pakistan Food Security
Management Project from 1986 to 1991 [3].
The data is taken from the household survey
of 3 (three) poor districts with conditional
fixed effects model to estimate education
investment with school attendance model
and school dropout model. The results
indicate that transitory income has more
influence on the behavior of school at-
tendance and dropout rate than permanent
income. The study also shows gender
disparities, with more detrimental effects
for girls. Also, households with borrowing
constraints caused by market imperfec-
tions lead to resource competition among
siblings in a household.

The study results are in line with
the works of Cameron and Worswick
in Indonesia, and Gubert & Robilliard
in Madagascar which both state income
shocks have a more negative impact on
girls than boys [6; 13]. Meanwhile, Gubert
& Robilliard’s studies were different from
Sawada’s study as it used the investment
model of schooling and the school as
a framework theory of consumption. Gu-
bert & Robilliard conducted a study on
household income shocks and investments
in human capital of children in Mada-
gascar. This study surveyed a sample of
5,046 households during 1995 to 2002.
The estimation technique used in the
study is conditional logit with household
panel data for five (5) rounds of 4 (four)
regions. The results showed that transi-
tory income affects the dropout rates more
than it affects the school attendance. Also,
older siblings tend to drop out more than
younger children during economic shocks.
Critics state that the study did not consider
various characteristics of the household.
These characteristics are important to con-
sider as those in the rural areas may have
different strategies in coping or absorb-

3 Ibidem.
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ing economic shocks than those in urban
areas. Gubert & Robilliard’s study differs
from Sawada and Cameron and Worswick.
In those studies, parents tend to favor girls
than boys in attending school. Gubert &
Robilliard’s research has similarities with
Sawada stating transitory income affects
the dropout rate more than permanent
income.

Chevalier et al. conducted a study on
intergenerational transmission of education
in the United Kingdom and investigate the
extent to which individuals leave school
early at the age of 16 years because of the
variation in permanent income, parental ed-
ucation and income shocks at that age [4].
The data used was derived from the Labor
Force Survey (LFS), which is a quarterly
sample of households in the UK, with ap-
proximately 138 thousand respondents from
approximately 59 thousand households in
the survey. The method used is instrumen-
tal variables to consider the endogeneity
on household income and education. The
study results indicate a strong influence
of maternal education level to boys than
girls. Also, permanent income significantly
influences school attendance rates and
attainment levels of achievement during
credit constraints at the age of 16 years. The
finding is consistent with Alderman et al.
in Pakistan stating that permanent income
is more influential than transitory income
to increase attendance rates of children,
especially boys [14]. However, the study
results contradicted Sawada and Gubert &
Robilliard, which emphasizes the role of
transitory income in influencing the level
of school attendance in children.

King differs with previous studies
which state school attendance rate increases
during economic shocks3. The results of
King’s study indicate that education ex-
penditure per capita has continued to de-
cline during economic crisis in Indonesia,
but the dropout rate is not increased, and
attendance does not decline. This is due
to the natural stickiness factor in school
attendance rates in the short term and the
desire of parents to protect education in-
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vestment for older children. The findings
contradict a previous study in Indonesia,
which states that income shocks negatively
impact school attendance rate.

McKenzie examines the impact of the
peso crisis in Mexico in 1995-1996 to
school attendance rate using the differ-
ences-in-differences approach [7]. The
data was derived from the survey of the
Encuesta Nacional de Ingresos y gastos
de los Hogares household in 1992, 1994,
1996 and 1998 to estimate the effects of
the economic crisis on the school level.
The results showed that the level of school
attendance increased for children aged
15-20 years during the crisis compared to
the period before the crisis. Shocks ag-
gregate give opposite effect on the income
effect and substitution in determining the
children’s school and work behavior. The
results contradict with previous studies
stating shocks income have a positive
impact on the level of school attendance
[1;2;5; 6].

Literature studies indicate contradic-
tory findings of the effects of income
shocks with schooling decision. Some
studies suggest that the role of permanent
income has more influence on school

attendance and dropout rate than transi-
tory income. However, on the other hand,
studies also stressed the importance of
a transitory income than the level of
educational attainment. Households are
generally faced with gender gap between
men and women in education participa-
tion when faced with shocks. Also, there
is also resource competition between sib-
lings in a household where there is a ten-
dency for parents to protect investments
of older school-age children. However,
some other empirical studies show the
opposite result.

The Investment Model of Schooling.
In this section constructed a dynamic house-
hold model which is a multiple children
version of Levhari & Weiss and Sawada on
human capital investment under uncertainty
[2; 15;]. For example, a household’s gen-
eration with M children persists 7 periods.
Consumption and schooling decision are
assumed to be made by parents to maxi-
mize the household’s aggregated expected
life-cycle utility, which is represented by
a time-separable utility function of the
household’s aggregated consumption allo-
cation over T periods. Thus, the household
problem can be written as follows:

I (1)
{](\f{?ﬁ EI |:kz_(; ﬁkU(CHk) + ﬁTHW(HTH > ATH ):|
S 2
st At+l :|:At + YPP +YP[; +ZYCit(1_Sit)_CI:|(1+Vt) ( )
i=1
M
H,, -H, =>[f(S,.CH, FEM,q)+e,] (3)

i=1

M
A+Y] Y, +>.(1-5,)
i=1

Cit

+B=>C,

Q)

B>0,and 4, >0, given 4, and H,

In equation (1), U () is a concave util-
ity function, and S represents subjective
discount factor. A concave function W (e)
denotes the value of the financial estate, 4
and the value of the final stock of all chil-
dren’s human capital, /. In equation (2),
A, is the household’s consumable resources
in each period composed of pre-determined
assets, then the stochastic parental income
which is composed of time-invariant perma-
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nent income (Y®), and stochastic transitory
incomes (¥Y™), and child’s income (i) at ¢ is
Y., (1-S8,), where 0 <S, <1 represents the
time allocation to schooiing of child i at ¢.
Equation (2) above shows the flow intertem-
poral budget constraint of the household,
where r denotes a non-stochastic interest rate
on savings. In the period ¢, this household
decides on the period-¢ consumption and
schooling after transitory is realized.
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The right-hand side of human capital
accumulation equation (3) is the child’s
human capital production function, which
is assumed to be a function of years of
schooling (), child-specific factors (CH),
and the gender-specific indicator variable,
(FEM). In this case, FEM = 1 if the child
is female and FEM = 0 if the child is male.
Meanwhile, ¢ is the school accessibility
and quality variable while the e, is the
error term. In this case, it is assumed that
0f/0S > 0 and 0°f705*< 0. Equation (4) is the
potentially binding credit constraint where
B represents a maximum amount of credit
available to the household.

Estimation models in this research were
conducted in two phases. In the first phase,
income was divided into two components:
permanent and transitory income. In the
second phase, it is done to estimate the
binary variable regressions as the depend-
ent variable with permanent and transitory
income as independent variables. Theoreti-
cally, a household’s income at time ¢ can
be decomposed into permanent income and
transitory income as:Y, =Y’ +Y', where
E(Y")=0. In identifying the income, this
writing employs Paxson, Kazianga and
Sawada &Lokshin [3; 11; 16].

Yoo =By + Xu B+ Xy + B +uy ()

B, 1s household fixed effects and X B, de-
notes the components of permanent income
of physical and human asset variables. For
example, demographic structure of the
household, the household characteristics by
level of education, occupation, number of
household members, assets of households,
the asset value of work in agriculture and
not the agricultural sector which is owned
by the household, the household use of
electricity, households with televisions,
household owning its own home, the house-
hold with its own toilet, poultry value and
the value of land managed by the house-
hold. In addition, X,B. represents transi-
tory income and S are the time specific
fixed effects treateci as another component
of the transitory income, since these capture
effects of aggregate shocks. Meanwhile,
the residual is unobserved components

of permanent income and transitory in-
come. Next, second step uses a model with
a binary dependent variable is the school
transition. The model is a discrete response
model with household fixed effects, assum-
ing that F(+) is logistic distribution function
estimated by conditional logit. Conditional
logit models have several advantages;
among others, it can control the unobserved
heterogeneity that is fixed over time or
time-invariant with a dependent variable
that is binary [17]. Furthermore, to deter-
mine the exact model Hausman testing was
done [18]. The next stage is identifying the
existence of imperfect credit markets and
borrowing constraint using Wald Test [2].
The data used are from the 1997 and 2000
Indonesian Family Life Survey to capture
the occurrence of several events in Indone-
sia with the risk associated with economic
crisis against investment in education,
especially school transition.

Various components are included in
the permanent income (YP) among oth-
ers, the death or sickness of a household
member, non-agricultural business, edu-
cation of head of household, number of
household members, number of house-
hold members squares, the total rental /
leasing income or profit-sharing of non
agricultural business (nonfarm business)
for 12 months, household assets, total
revenue from the rental / leasing or profit
sharing households in the form of agri-
cultural land and cattle over 12 months,
the employment status of the head of the
household, the area or location of house-
holds in rural areas, the use of electricity
by households and homeownership status
and toilets owned by households.

Transitory income (Y7) is divided into
several components, among others, crop
loss, disease suffered by head or house-
hold members who require hospitalization
or continuous need for medical care, the
decline in household income or business
sector as a result of fires and earthquakes
and other disasters, unemployment of the
head of the household or failure of a busi-
ness, the decline in household income due
to the decline in the price or quantity of
goods produced, non-agricultural business
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interaction with lower household income
or business as a result of fires, earthquakes
and other disasters, the interactions be-
tween crop loss with land values and the
2000 dummy variable to capture the ef-
fect of aggregate shocks. Meanwhile, the
information regarding the transition from
primary to the junior secondary educa-
tion and from junior to senior secondary
education. This is done by examining at
the students’ who graduated from pri-
mary education and continuing or in grade
1 or 7 in the junior secondary education.
The same is done to look at the school

Table 1. Summary statistics of key variables

transition from junior to senior secondary
education.

Descriptive statistics in Table 1 shows
that the biggest economic shocks during
the previous five years were crop loss,
which reached 13,7 percent. Meanwhile,
the average of the lowest economic shock
due to decreased household income or
business sector caused by fires, earth-
quakes, and other disasters was 2,0 per-
cent. The majority of the household head’s
education is generally a primary school
(SD), which reached 54,9 percent with an
average family size of between 5 and 6

Tabnuma 1. CBogHAS CTATHCTUKA KJIIOYEBBIX MePeMeHHbIX

Mean / Standard
Cpennee Deviation /
Variables / [lepemenHas P Cranpapt-
3Haye-
HOE OTKJIO-
HHE
HEHHE
Transitory Shock Variables (Y") / Ilpexooawue wioxogvie nepemennvie (Y7)
Crop loss (yes = 1) / [lorepu ypoxas (ma = 1) 0,137 0,344
Sickness (yes = 1) / bonesns (na = 1) 0,129 0,335
Disasters (yes = 1) / Ctuxwuitasie 6encteus (1a = 1) 0,020 0,140
Unemployment (yes = 1) / Be3zpa6oruua (na = 1) 0,042 0,201
Price fall (yes = 1) / [lanenue uen (ma = 1) 0,076 0,265
Interaction between nonfarm business and disasters / B3aumocBs3p Mexay 0,010 0,101
HECEJIbCKOX03sHCTBEHHBIM OM3HECOM U CTUXUHHBIMU OEACTBUSIMU
Interaction between crop loss and farm land / BaumocBs3p Mex 1y morepeit 0,181 1,538
CeJIbCKOXO3SHCTBEHHBIX KYJIBTYDP U CEIbCKOX035HCTBEHHBIMU YIOIbIMHE
Permanent Shock Variables (¥?) / [TocTosiHHBIe HIOKOBBIE TIepeMeHHbIe (17)
Death (yes = 1) / CmepTs (ma = 1) 0,098 0,297
Education of household head / Obpaszosanue enasvi domawine2o xXo3a1cmea
No school (yes = 1)"/ He nmoceman mkony (na = 1) 0,112 0,315
Primary (yes = 1) / HauanbHoe o6pa3oBanue (ga = 1) 0,549 0,498
Junior secondary education (yes = 1) / Mnaamiee cpeanee oopasoBanue (1a = 1) 0,128 0,334
Senior secondary education (yes = 1) / Crapmee cpegaee odpazoBanue (qa = 1) 0,151 0,358
University (yes = 1) / Broiciiee o6pa3oBanue (na = 1) 0,059 0,235
Household size / Pasmep nomoxo3siiicTBa 5,426 1,897
Household size squared / Pazmep nomoxo3siicTBa B KBaapare 33,042 24,283
Nonfarm business entirely owned by the household (yes = 1) / Hearpapusrit 0,445 0,497
OM3HEeC, MOTHOCTHIO IPHHAIIES)KAIUN JOMOX03IHCTBY
Nonfarm business (log) / Hearpaphsrii 6u3Hec (Jior.) 0,216 1,703
Household Assets (log) / AKTHBBI TOMOX03siCcTBa (JIOT.) 0,989 3,527
Farm land (log) / Cenbckoxo3stiicTBEHHBIE yroabs (JIOT.) 0,760 3,096
Livestock (log) / Cxor (y10T.) 0,088 1,065

Sources: IFLS2 and IFLS3 / Memounuxu: IFLS2 u IFLS3.

" The reference category / DTanoHHas KaTeropus
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people, and household with non-agricul-
tural business amounted to 44,5 percent of
total income received by the 21,6 percent.
Meanwhile, the total household income
from agriculture, especially land reached
76 percent, while sourced from livestock
on average by 9 percent.

Results

Variables and Estimation Results
of Income Regression. The estimates of
various components of transitory income
to household income in Table 2 indicates
that the shock caused by the decline in
household income or business sector due
to fires, earthquakes and other disasters
have negative effect on household Income
amounting to 0,1434 households and was
statistically significant at level 5 percent,
with the greatest influence in rural areas.
This finding is consistent with previous
studies in Indonesia which show that
household income shock or business sector
due to fires, earthquakes, and other disas-
ters negatively affect the welfare of house-
holds, especially in rural areas than urban
areas [19]. This condition is largely due to
domestic life in the countryside which is
inseparable from the unpredictable events
leading to adverse consequences. One
example is the high volatility of income
heavily dependent on the agricultural sec-
tor which is vulnerable to climate change
or weather. Also, households in rural areas
rely heavily on individual businesses and
family agricultural business to sustain the
economy of the household [12].

The interaction between a nonfarm
business owned by the household with
lower household income or business sec-
tor due to fires, earthquakes, and other
disasters have a positive effect amount-
ing to 0,2587 against the household in-
come and are statistically significant at the
5 percent level. Furthermore, the interac-
tion of a positive effect is apparent espe-
cially in rural areas compared to urban
areas. Thus, households with no business
in agriculture are relatively capable and

INTERNATIONAL EXPERIENCE IN THE INTEGRATION OF EDUCATION

experienced in anticipation of such shocks
than those who have a business in the field
of agriculture. These results are consistent
with previous studies in rural areas of Af-
rica which show that the boost factor such
as shock household, seasonal factors in
agriculture and surplus labor force in rural
areas are the deciding factor of households
in rural areas to conduct non-agricultural
business [20].

Interactions between crop loss and the
value of farm land negatively affect the
value of agricultural land, especially in
urban areas. This result is consistent with
previous research that showed the interac-
tions between crop loss and the value of
farm land negatively affects household
income level [6]. Other transitory income
components that affect the household in-
come was the period in 2000. Meanwhile,
other temporary income components that
are crop loss, sickness, and income de-
cline due to falling prices, sick head of the
household or its members did not show
a statistically significant effect on the level
of household income. This reflects that
during the period 1997 and 2000, house-
holds tend to anticipate the various types
of shocks.

Meanwhile, permanent income compo-
nent showed that the shock of the death of
the head of household or household mem-
bers positively effect household income,
but did not show statistical significance.
Furthermore, the number of household
members negatively affects household in-
come, both in rural and in urban areas. The
estimation results indicate that the decline
in household income from the number
of household members is generally more
prevalent in rural areas than urban areas.
These findings indicate that the greater the
number of household members, the bigger
the burden of households due to higher lev-
els of consumption and reduced household
income. This result is consistent with pre-
vious studies showing that the greater the
number of household members, the lower
the level of household income [12; 21; 22].
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Table 2. Estimation of income equation “Dependent variable”: Log per capita household
income

Taodonuima 2. OneHka ypaBHeHHsI 10X0/1a «3aBUCHMasi lepeMeHHas»: Jorapugm qoxona Ha
JylIy HACEJeHHs B IOMOXO035IiiCTBe

Full
Samplev/ Rural / Cero Urban /
Independent variables / He3aBucumas nmepemeHHas [omusrit T'opon
obpaserlt
€)) 2 3)
1 2 3 4
Transitory Shock Variables (Y") / IIpexooswue woxogvie
nepemennvie (Y')
Crop loss (yes = 1) / [Totepu ypoxas (na = 1) 0,0069 0,0024 -0,0278
[0,0184] [0,0216] [0,0377]
Sickness (yes = 1) / bone3ns (na = 1) 0,0059 0,0099 -0,017
[0,0219] [0,0366] [0,0242]
Disasters (yes = 1) / Cruxuiinbie 6eactaus (qa = 1) -0,1434™ -0,1902* -0,0486
[0,0625] [0,0885] [0,0960]
Price fall (yes = 1) / [lanenue nen (ga = 1) 0,0128 0,0178 0,0376
[0,0243] [0,0310] [0,0329]
Unemployment (yes = 1) / be3paboruna (na = 1) -0,0143 -0,0439 0,0038
[0,0343] [0,0501] [0,0414]
Crop loss” Farm land / TTorepu yposkast® cenbCKOXO3SIHCTBCH- -0,001 0,0055 -0,0140"

HBIX yTroauil
[0,0056] [0,0073] [0,0075]

Nonfarm business entirely owned by the household” 0,2587" 0,3957"* 0,1479
Disasters / HecenbCKOX03iCTBEHHBIN OM3HEC, IMOJHOCTHIO
HnpuHaIeKaIuil 1omoxo3siiicty Karactpodsr

[0,0777] [0,1326] [0,1092]
Year dummy (2000 = 1) / BooGpaxaemsiii rox (2000 = 1) 0,0296"" 0,0336™ 0,0194
[0,0112] [0,0168] [0,0142]

Permanent Shock Variables (Y") / [locmosnnsle uiokogule
nepemennvie (YF)

Death (yes = 1) / CmepTs (12 = 1) -0,0075 0,0210 -0,0413
[0,0199] [0,0299] [0,0286]
Household size / Pasmep momoxo3siicTBa -0,1371™ -0,1610™" -0,1251™

[0,0088] [0,0125] [0,0096]
Household size squared / Ksagpar pasmepa 10M0oX03sicTBa 0,0007"* 0,0009"" 0,0006""
[0,0001] [0,0001] [0,0001]

Nonfarm business entirely owned by the household (yes=1)/  0,0899™ 0,1093" 0,0772""
Hearpapusiii Om3HEC, MOJNHOCTHI NpUHAIIEKAMHUKI
JIOMOX034HcTBY (1a = 1)

[0,0173] [0,0286] [0,0217]
Nonfarm business (log) / Hearpapusiii 6usuec (Jiorapudgm) 0,0105™ 0,0116 0,0093"
[0,0042] [0,0089] [0,0038]
Household assets (log) / AktuBsl toMoxo3siicTBa (JT0rapudm) 0,0004 -0,0036 0,0014
[0,0020] [0,0045] [0,0021]
Farm land (log) / Cenbckoxo3siicTBeHHbIE yroabs (orapudm) — 0,0100™ 0,0086" 0,0109™
[0,0033] [0,0046] [0,0043]
Livestock (log) / Ckot (iiorapugm) 0,0125™ 0,0099 0,0197""
[0,0056] [0,0063] [0,0071]
Constant / Koncranra 7,8575™" 8,3582™" 7,6657
[0,2646] [0,3733] [0,3452]
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End of table 2 / Oxonuanue mabn. 2
1 \ 2 \ 3 \ 4

R?is R-squared = Explained variation / Total variation / 0,6968 0,703 0,7129
VYurennas aucnepcus / Obuiee OTKIOHEHHE

N is the number of observations / KOJu4eCTBO HAOIIOECHHUH 16 020 8 689 7 331
F is F-test for overall significance / F-tect nns o6mero 114,8465 70,4437 67,3528

3HA4YCHUA

Note: Robust standard errors in parentheses. Estimation includes household fixed effects, head employee (unpaid
family worker, government worker and private worker), education of household head (primary, junior secondary
education, senior secondary education and university), home ownership status (self-owned = 1), household
have a television (yes = 1), household head has its own toilet (yes = 1), household utilize electricity (yes = 1),
* significant at 10 %; ™ significant at 5 %; **" significant at 1 %.

Ipumeyanue: YCTORYNBBIC CTAaHAPTHBIC OMIMOKY MPUBEJCHBI B KBaJPATHBIX CKOOKax. OLeHKa BKIIOYACT
B ce0s pukcupoBaHHBIE Y3PPEKTH JOMOXO3AHCTBA, INIABHOTO KOPMHJIbIA (HEOIIaunBaeMbIil CEMEHHBIH pa-
OOTHHK, TOCYIapCTBEHHBIN CITy)KalUii  paOOTHHK YaCTHOTO IPENPHUATH), 00pa30BaHUE IIIaBbl JOMAIIHETO
X03s1icTBa (HaYaJIbHOE, MIIQJIIIee cpeiHee 00pa3oBaHue, CTapliee cpeHee 00pa3oBaHue U BhICLIEE), ITPABO
COOCTBEHHOCTH Ha J0M (COOCTBeHHHK = 1), Hamu4ue Tenesu3opa (na = 1), canysna (ga = 1); ucmonb3oBa-
Hue vekTpuuecTsa (1a = 1), "3HauntensHo npu 10 %; ™ sHauurensuo npu 5 %; " 3HaunTenbHo npu 1 %.

The nonfarm business owner had a posi-
tive effect on the income level of households,
both in rural and urban areas. The estimation
results indicate that households with non-
farm businesses have a positive influence on
household income, both in rural and urban
areas. This finding confirms that nonfarm
businesses have an essential role in contrib-
uting to household income. These results are
consistent with studies in rural Africa which
show that the role and contribution of non-
agricultural companies, especially in rural
areas, is quite significant and impact labor
and income growth in rural areas [23].

The total revenue from the rental/
leasing or profit sharing that comes from
nonfarm business for 12 months showed
a positive effect on household income.
Estimates indicate that the total income
from the rental/leasing or profit sharing of
non-agricultural businesses in urban areas
has greater influence than the countryside.
The total income derived from agricul-
tural lands for 12 months has a positive
effect. This confirms that the total income
of agricultural land during the 12-month
positively affect household income, both in
rural and urban areas. Furthermore, the to-
tal income derived from livestock, poultry,
and fish kept by the households positively
affect household income. These results
are consistent with previous studies in In-
donesia which state that the total income
of livestock, poultry, and fish, positively
affect household income [12].

INTERNATIONAL EXPERIENCE IN THE INTEGRATION OF EDUCATION

School Transition Model. In determin-
ing the right model for school transition, the
Hausman test is done. The test results of
Hausman against school transition in Table 3
show unobserved heterogeneity contained
in the model. Thus, if the estimation is
done using the logit, it is not appropriate
because it would produce a biased, inef-
ficient and inconsistent result. Therefore,
the right model estimates are conditional
logit or fixed effect logit. Also, the results
of other Hausman test shows that the fixed
effect logit models are more precise than
the random effect logit models to estimate
the school transition. In identifying the
existence of perfect credit markets and
borrowing constraints, the Wald test is
done. The Wald test showed that the school
transition occurs lending constraints and
imperfect market presence.

Estimates in Table 3 show that perma-
nent income has a positive effect on the
probability of a child to attend school from
the primary (SD) to junior secondary educa-
tion (SMP) of 0,3602 and are statistically
significant at the 1 percent level. This means
that an early permanent income shock will
have a larger effect upon parental invest-
ment (and therefore child outcomes) than
one realized later in the child’s lifetime and
the effect of permanent household income
shocks is significant and decreases in older
childhood, as predicted by the permanent
income hypothesis (PIH) [4; 24]. The same
thing happened in secondary education,
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where permanent income has a positive
effect on the transition rate from junior to
senior secondary education. This indicates
that the permanent household income is vital
to the probability of a child to attend school
or school transition than transitory income.

Girls have a positive effect on the prob-
ability of attending school at junior second-
ary education (SMP) and senior secondary
education (SMA). Estimates show that
girls experienced an increase in continuing
education, especially at senior secondary
education level. It is not separated from the
presence of gender disparity in proceeding
from primary to junior secondary education
between boys and girls which is greater
than the transition rate from junior to sen-
ior secondary education. This finding is
consistent with studies in Indonesia, which
states that girls have a low probability to
continue their education at junior secondary
education than boys [25].

The number of children working in
a household has a negative effect on the
probability of children in school, both to
junior or high secondary education. This

Table 3. Estimations of school transition

condition indicates that the child’s school
transition rate will decline in line with the
parent’s decision to involve their children to
work. These findings indicate that children
who spent more time to work, including
helping parents to raise household income,
will have little chance to get an education,
so it is likely to be lower in school.

The mother’s education has a positive
influence on the probability of transition
from primary to junior secondary educa-
tion, even to senior secondary education.
Meanwhile, the father’s education posi-
tively affects the level of transition or to
continue school, but did not show a sta-
tistically significant mark. This indicates
that the role of the mother’s education is
important to a child’s education transition
process. Based on estimates indicate that
the mother has the bargaining power posi-
tion than the father in the decision of chil-
dren to schools in the basic education level.
This finding supports studies conducted in
Indonesia, where the mother’s education is
more dominant in deciding their children to
school at the primary level [26; 27].

Tab6numa 3. OueHKH TOCTYHOCTH CPETHET0 00PA30BAHMS

Dependent Variable: School Transition, yes = 1, no = 0 / 3aBucuMas mepeMeHHas:
repexos mKoibl, ga = 1, Het = 0

Independent
variables / Heza-
BHCHMasI TIepe-

Transition from Primary
to Junior Secondary Education /
ITepexon OT HAYaJIBHOTO K MIIAALIEMY
cpenHeMy 00pa3oBaHUIO

Transition from Junior
to Senior Secondary Education / Ilepe-
XOJl OT MJIAJIIIETO K CTapLIeMy CpeaHe-
My 00pa3oBaHUIO

MCHHasa

Logit / RE Logit/ | FE Logit/ Logit / RE Logit/ | FE Logit/
Jlorur RE-nmorur FE-nmorut Jlorur RE-nmorur FE-norur
(D (2) 3) 4 &) (6)
1 2 3 4 5 6 7
Income Variables / [TlepemenHsIe qOX0Aa
Eransitow Income/ 3,888 3,3580" 1,071 3,699  3,6158" 1,4033
[,€0218:01105051
noxon [0,9181]  [1,6946]  [2,0045]  [0,9113]  [1,6428]  [1,9211]
%ermanent income/  0,0372° 02133 03602 00364 02052 0,3208™
oxon P [0,0216]  [0,0469]  [0,0945]  [0,0214]  [0,0452]  [0,0913]
Iéesidual Income/  0,0674 0,1317 0,0471 0,0545 0,0981 0,0073
TAaTOYHbIN
oxon [0,0833]  [0,1361]  [0,1613]  [0,0831]  [0,1318]  [0,1625]
Gender Variable / [ennepHas nmepemeHHas
Sex (girls = 1) / -0,0176 0,1396 0,2303" 0,0129 0,1735"  0,2524"
Mon (nepoukn = 1) [0,0470]  [0,0875]  [0,1036]  [0,0466]  [0,0848]  [0,1009]
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End of table 3 / Oxonuanue mabn. 3

T R T B

4 \ 5 \ 6 \ 7

Number of Siblings / KonmuuecTBo OpaTheB u cectep

Number of younger
sibling / Komu-
4eCTBO MIIAALINX
OparbeB U cecTep

Number of older
sibling / Konu-

YEeCTBO CTapPIIMX
OpaTheB U cecTep

-0,1567°"" -0,2184""

[0,0344] [0,0710]
-0,0303 -0,0375

[0,0338] [0,0686]

0,0451
[0,1022]
0,1393

[0,1097]

-0,1777"" -0,2410"" 0,0018

[0,0336] [0,0682] [0,0983]

-0,0306 -0,0459 0,0858

[0,0335] [0,0664] [0,1066]

Number of
children working /
KonmuectBo pabdo-
TaloUUX AeTel

Father’s education
(year) / OGpa3zoBa-
HUe oTla (rox)

Mother’s education
(year) / O6pa3oBa-

Control Variables / KonTponbHbIe IepeMeHHBIE
-0,4729™"  -0,6887""  -0,3096"""  -0,4778"""

[0,0295] [0,0624] [0,0802] [0,0294]

0,0724""
[0,0069]
0,1297""
[0,0080]

0,1030""
[0,0150]
0,2552"
[0,0183]

0,0183
[0,0227]
0,2241""
[0,0280]

0,0702""
[0,0068]
0,1270™"
[0,0079]

-0,6870™"
[0,0603]
0,0962"
[0,0143]

0,2446""
[0,0175]

-0,3206™"
[0,0773]
0,0190
[0,0215]
0,2142""
[00265],

HHUe MaTepH (Tox)
-9,6433™"
[2,5723]

-10,5233"
[4,7517]

Constant / Kosn-
cTaHTa

Total number of
observation / O06-
1iee KOJIMYECTBO
HaOII0NeHU I

Prob > Wald
Statistic / BeposT-
HocTh > Craru-
cTruka Banpga

16 020 16 020

0,0004" 0,0000"

Hausman X? :
Logit vs FE Logit /
X* XaycmaHa:
Jlorut nporus
FE-norura

Hausman X? :

RE Logit vs FE
Logit /

X* Xaycmana:
RE-norut nportus
FE-norura

0,0006™"

0,0000"""

0,0013™"

-7,0235"
[2,5514]

-6,8024
[4,6050]
7572 16 020

16 020 7 656

0,0004" 0,0000™" 0,0017"

0,0000"""

0,0000™*"

Note: Standard errors in parentheses. Estimation includes household fixed effects, child age, rural dummy, year

dummy (2000 = 1), " significant at 10 %; ** significant at 5 %;

ko

significant at 1 %.

IIpumeuanue: cTanmapTHble OMKUOKH PUBEIECHBI B KBA[PATHBIX CkoOKax. OleHKa BKIIOUaeT GUKCHPOBAHHbBIE
3¢ deKTh JOMOXO03SIHCTBA, BO3PACT AeTeH, BOOOpakaeMyI0 BENUUHHY AJISI CEIbCKOM MECTHOCTH, BOOOparkaeMbIit
rox (2000 = 1), * 3sHaunrenbHas Ha 10 %; ™ 3HaunTENbHBIN TpH 5 %; ™ cymecTBeHHbIH mpu 1 %

Meanwhile, in Table 4 show that in (1)
and (2), permanent income has a positive
effect and statistically significant at the
10 percent level. This indicates that as per-
manent income increases, the probability
of girls continuing education will increase
and vice versa. These findings indicate that
when household income is faced with shocks

INTERNATIONAL EXPERIENCE IN THE INTEGRATION OF EDUCATION

constraint conditions of loans and credit
market imperfections, girls tend to be used
as a coping strategy to support private con-
sumption in doing consumption smoothing,
especially transition from primary to junior
secondary education. This is consistent with
earlier studies showing that in the event of
shocks, households try to reduce the expen-
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diture of the children’s education, especially  results are in line with which showed that
girls to make consumption smoothing [6]. households generally prioritize the educa-
This implies a low probability of girls with  tion of boys than girls in difficult conditions
school enrollment compared to boys. These or situations [28].

Table 4. Estimations of School Transition with gender interaction
Tabnuma 4. OueHka JOCTYNHOCTH CPeIHEro 00pa30BaHNA ¢ TeHIEPHBIM B3aNMOAeiiCTBHEM

Dependent Variable: School Transition, yes = 1, no = 0 / 3aBucumas
nepeMeHHas: cpeinee o0pa3oBaHue HOCTYIHO, 1a = 1, Het = 0

Transition from Primary Transition from Junior
Independent variables / Hesa- to Junior Secondary Education/ to Senior Secondary Education/
BHCHMAsl [IEPeMEHHas Ilepexon oT HauanbHOTO K Mitaa- | Ilepexox ot mianuiero K crapiie-
[IeMy CpefiHeMY 00pa30BaHHIO My CpeiHeMy 00pa30BaHHIO
FE Logit / FE-norur FE Logit / FE-nmorut
M (2)
1 2 3
Transitory Income * -0,2213 -1,0196
Sex (girls = 1) / [Ipexonsmuit 1.1413 1.1073
noxon Ioxn (nesouku = 1) L, ] L, ]
Permanent income * 0,1963" 0,1947"
Sex (girls = 1) / IlocTossHHBIH [0,1078] [0,1052]
noxox IMox (zeBouku = 1) ’ ’
Residual Income * 0,2313 0,2071
Sex (girls = 1) / OcTaro4yHbIi 0.3888% 0.3819
noxon Iox (meBouku = 1) [0, ] 10, 1
Income Variables / [Tepemen-
HBIE J0X0/a
Transitory Income / IIpexons- 1,2597 1,9065
A OXOA [2,0628] [1,9739]
Permanent income / ITocTosiH- 0,2849™ 0,2468™
HBIH TOXON [0,1057] [0,1014]
Residual Income / Octarounsiii -0,0078 -0,0430
A0X0A [0,2031] [0,2028]
Gender Variable / I'ennepnas
nepeMeHHast
Sex (girls = 1) / ITon (neBo4ku 0,3891 2,707
=1 [3,2659] [3,1680]
Number of Siblings / Konnue-
CTBO OpaTheB U cecTep
Number of younger sibling / 0,052 0,0091
KonunuectBo mitanmux 6paTI)eB [O 1026] [0 0988]
U cecTep ’ ’
Number of older sibling / 0,1515 0,1012
KonnyecTBo crapmux OpaTseB [0,1105] [0,1077]
U cecTep ’ ’
Control Variables / Kontpomns-
HBIC IIEPEMEHHBIC
Number of children working / -0,3096 -0,3208™
KonuuectBo pa60Ta}ou_u/1x [0 0803] [0 0774]
nerei ’ ’
Father’s education (year) / 0,0176 0,019
O6paSOBaHI/Ie oTHa (FO)J) [0,0228] [0,02 1 6]
Mother’s education (year) / 0,2235™" 0,2128""
OGpasoBa}me Marepu (FOI[) [0,0281] [0.0266]
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End of table 4 / Oxonuanue mabn. 4

1 \ 2 | 3
Total number of observation / 7572 7 656
OO0111ee KOJUUECTBO HaO0/Ie-
HUH
Prob > Wald Statistic / Beposit- 0,0004" 0,0009™"

HocTh > CraTtucTHka Banbpaa

Note: Standard errors in parentheses. Estimation includes household fixed effects, child age, rural dummy,

year dummy (2000 = 1), * significant at 10 %; ™ significant at 5 %;

ok

significant at 1%.

Ipumeuanue: crannapTHbie OLIMOKK NPUBEIEHBI B KBaAPATHBIX cKOOKaX. OleHKa BKI0YaeT GUKCUPOBAHHBIE
3¢ (eKThl TOMOXO03SHCTBA, BO3PACT AeTei, BOOOpaXkaeMyI0 BEJIMYHHY IS CEIbCKOM MECTHOCTH, BOOOpaxa-
embrii rox (2000 = 1), * 3sHauurensHas Ha 10 %; ™ 3HauuTenpHbIN 1pH 5 %; " cymecTBenHsi mpu 1 %.

Conclusions

There are several findings from this
research that can be inferred. First, on an
ongoing basis, permanent income house-
holds have long-term consequences of
the decision-making process in the school
transition from primary to junior secondary
education (SD to SMP) and from junior to
senior secondary education (SMP to SMA).
Second, girls have a positive effect on the
probability of attending school at junior
secondary education (SMP) and senior
secondary education (SMA). It means that
girls experienced an increase in continuing
education, especially at higher levels. It is
not separated from the presence of gender
disparity in proceeding from primary to
junior secondary education between boys
and girls which is greater than the transition
rate from junior to senior secondary educa-
tion. Furthermore, when household income
is faced with shocks constraint conditions
of loans and credit market imperfections,
girls tend to be used as a coping strategy
to support private consumption in doing
consumption smoothing.

Government policies that can be done
to increase the transition schools are giving
scholarship program for basic and senior

secondary education, particularly from
households lacking or not able to pay for
school supplies so that students do not drop
out of school due to economic difficulties.
Thus, students have more opportunities to
stay in school and continue their education
to the next level. Policies that prioritize
girls to be given wider access to education
so that gender bias in education can be
minimized. However, government efforts
can be achieved if there is a change of
household perception about the role and
position of girls in the family and society
because of socio-cultural and economic
factors. Thus, there is also a need for
public policies through government transfer
programs to enhance the role of women
empowerment and to participate in school
decision-making in the household or family.
Finally, the limitations of this study are
the variety of economic shocks reported
or self-reported as transitory components.
The weakness of the use of self-reported
economic shocks as transitory component
is the emergence of its own reporting bias.
Thus, further studies are expected to take
into account information from rainfall as
transitory components for more exogenous
economic shocks than the self-reported.
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