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Abstrak

Dalam era desentralisasi pemerintah daerah diberikan kewenangan untuk
mengelola keuangan secara mandiri salah satunya adalah peningkatan
kesejahteraan masyarakat. Provinsi Jawa Barat merupakan salah satu daerah dengan
iklim investasi yang kondusif dan banyaknya pusat pertumbuhan di beberapa
daerah memiliki tingkat kesejahteraan yang rendah. Penelitian ini bertujuan untuk
melihat bagaimana peran keuangan pemerintah dalam meningkatkan kesejahteraan
masyarakat di Kabupaten/Kota Provinsi Jawa Barat dengan periode 5 tahun dari
2016 hingga 2020. Penelitian ini menggunakan analisis kuantitatif berupa grafik
kuadran dan cross tabulation serta analisis regresi dengan metode Generalized Least
Square (GLS). Hasil analisis menunjukkan bahwa secara umum kabupaten/kota di
Jawa Barat masih memiliki ketergantungan terhadap dana transfer pusat dalam
upaya peningkatan kesejahteraan dan penurunan kemiskinan. Selanjutnya, masih
banyak kabupaten/kota yang belum mampu mengoptimalkan penerimaan daerah
sehingga kesejahteraan tidak dapat dioptimalkan. Sementara itu, hasil analisis
regresi menunjukkan bahwa dana perimbangan memiliki pengaruh paling kuat
terhadap peningkatan pendapatan perkapita, IPM dan penurunan kemiskinan.

Kata Kunci: Pengeluaran pemerintah, IPM, Pendapatan perkapita, Kemiskinan,
Generalized Least Square

Abstract

In the decentralization, local government present to to manage finances independently, one of
which is improving community welfare. Although the West Java Province is one of the areas
with the conducive investment and more growth pool in some areas has a decreased welfare.
This study aims to see how the role of government finances in improving people's welfare in
the Regency/City of West Java Province for a 5-year period from 2016 to 2020. This study
employed quadrant graphs and cross tabulations for quantitative analysis, as well as
regression analysis using the Generalized Least Square (GLS) approach. The results of the
analysis show that, in general, districts and cities in West Java still depend on central
transfer funds in an effort to increase welfare and reduce poverty. Furthermore, there are still
many regencies and cities that have not been able to optimize regional revenues so that
welfare cannot be optimized. Meanwhile, the results of the regression analysis show that the
balancing fund has the strongest influence on increasing per capita income, HDI, and
reducing poverty.

Keywords: Government expenditure, HDI, Per capita income, Poverty, Generalized Least
Square (GLS)
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INTRODUCTION

In the era of decentralization, local
governments have the authority to
manage regional finances
independently. Regional independence
is a proof that local governments can
manage regional economic activities.
One of the foundations for the success
of local governments on how well local
governments managing the governance
is through improving the welfare of the
community. Local governments in
improving welfare require capital that
cannot be separated from high regional
to be wused as quality
government expenditures. Local
government revenues are sourced from
local revenue (PAD) and balancing
funds (central to regional transfer
funds). The role of the balancing fund is
used as the capital for regional
government administration in
managing regional finances which in
the end is for the benefit of increasing
the local revenue.

revenues

West Java so far has a fairly high
welfare compared to other provinces in
Indonesia. The welfare of districts/cities
in West Java cannot be separated from
the number of growth centers so that
economic  activities become more
conducive. A conducive investment
climate as one of the economic successes
in the West Java region is becoming
more advanced than other provinces.
The success of local governments in
achieving  prosperity = cannot  be
separated from increasing output per
capita and reducing

g poverty. Therefore, the local
government seeks to improve the
welfare of the community through
increasing local government revenues
and expenditures. Regional revenues
sourced from local revenues and
balancing funds will show the extent to
which the role of regional revenues can
improve welfare.

The level of welfare as seen from GRDP
per capita (percent) in 2020, the majority
of GRDP per capita is still below the
GRDP per capita of West Java Province.
Some areas in West Java can match and
even exceed the GRDP per capita in
West Java. Regions that have a per
capita GRDP value above West Java
Province are Indramayu Regency,
Purwakarta Regency, Karawang
Regency, Bekasi Regency, Bandung
City, Cirebon City and Cimahi City. The
four districts have exceeded the GRDP
per capita of West Java because the four
regions have a dominant industrial
sector in terms of employment.
Meanwhile, urban areas that exceed
West Java's GRDP per capita tend to be
one of the growth centers and service
sector areas in West Java. There are only
a few areas that have a high level of
welfare and there are still many areas
that have not been able to approach and
even match the welfare level of West
Java Province. Based on the figure
below, the declining level of welfare can
be caused by a decrease in economic
activity in each region. The existence of
Covid 19 has become one of the factors
in the decline in economic activity in the
West Java area.
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Figure 1 GRDP Per Capita Regency/City
West Java Province in 2020 (percent)

Poverty conditions in the West Java
region can be seen from the poverty
level, Figure 2 shows that several areas
in West Java still have quite large
poverty. It can be seen that the poverty
condition of some areas exceeds the
poverty level of West Java Province.
Regions that have a poverty rate that
exceeds West Java Province started
from the Covid 19 pandemic so that
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many companies laid off employment
so that the number of unemployed
increased and had an impact on
increasing poverty rates.
Districts/ Cities in West Java that have a
high level of poverty are generally at
the district level in West Java. The
number of poor people in districts in
West Java is greater than in urban areas.

15.0
10.0
5.0
0.0

Bogor N
Sukabumi E——
Cianjur
Bandung ——
Garut
Tasikmalaya IEE—
Ciamis
Kuningan I
Cirebon NE———
Majalengka n——
Sumedang EE——
Indramayu EE—

Tk, Kemiskinan Kab/Kota

Source : BPS Jawa Barat

189

Subang

Bekasi I ——

Purwakarta EE—
Karawang I
Kota Cirebon E——
Kota Banjar

Bandung Barat E——
Pangandaran
Kota Bogor
Kota Bandung
Kota Bekasi
Kota Depok
Kota Cimahi

Kota Sukabumi
Kota Tasikmalaya —

== Tk Kemiskinan Jawa Barat



JURNAL EKONOMI KUANTITATIF TERAPAN Vol. 16 No. 2 = AGUSTUS 2023

Figure 2 District/City Poverty Level
West Java Province in 2020 (percent)

The scatter plot below (figure 3) shows
the relationship between regional
income and balancing funds on welfare
as proxied by GRDP per capita in 2016-
2020. The contribution of regional
original quite large in
improving people's welfare compared
to balancing funds. However, based on
the picture below, the increase in the
value of PAD is not so large in
increasing the GRDP per capita. It can
be seen that there are still many areas
that are below the trend which indicates
that low local revenue will increase the
value of GRDP per capita which is not
so large. Meanwhile, the relationship
between balancing funds and GRDP per
capita tends to be above the trend line,
which indicates that the increase in
balancing funds is still dominant in

income is

local revenue vs GRDP Per capita

West Java, although the relationship is
not as large as the relationship between
local revenue and GRDP per capita.

On the other hand, the increase in

welfare is  influenced by the
contribution of local government
spending. Effective government

spending will have a positive effect on
people's welfare. However, in the figure
below, the relationship between
government spending is inversely
related to GRDP per capita. Generally,
government spending in West Java has
not been effective in improving people's
welfare. In addition, the expenditure
planning carried out by the regional
government could not achieve the
planned development targets.
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Figure 3 Scatter Plot Relationship of local revenue, Balancing Funds and
Government Expenditures to GRDP Per Capita in Regency/City of West Java in
2016-2020

Then the local government's efforts to
improve welfare can be by reducing the
number of poor people. The reduction
in the poverty rate cannot be separated
from the role of the government in
allocating the proceeds from the income
obtained every year. Local government
policies in reducing poverty levels are
contained in the regional medium-term
development plan (RPJMD) by setting
targets to reduce poverty. Poverty
reduction policies are technically
through government spending as a
form of local government in public
services.

Figure 4 shows the government's role in
reducing poverty levels. This can be
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seen in terms of regional revenues,
generally regencies/cities in West Java
have not been able to reduce the
number of poor people. Likewise, the
government spending side as seen in
Figure 4 cannot reduce the poverty
level. Local government programs and
activities are an important key in
reducing poverty. Local government
programs and activities are an
important key in reducing poverty.
Government spending planning needs
to be carried out in an appropriate
manner that is adjusted to the
conditions of supporting facilities, the
basic capital that leads to poverty
reduction.
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Figure 4 Scatter Plot Relationship of PAD, Balancing Funds and Government
Expenditures on Poverty in West Java Regencies/Cities 2016-2020

The efforts made by the local
government after seeing the picture
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above have not been able to run
optimally. From the level of welfare
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that is proxied by GRDP per capita,
only a few regions are able to exceed
the GRDP per capita of West Java
Province, where the majority of the
district/city welfare level is below the
level of West Java Province. Likewise,
the level of welfare as measured by the
poverty level, it can be seen that some
areas in West Java are still very extreme
in poverty levels that exceed the
poverty of West Java Province. On the
regional revenue side, such as regional
original income (PAD) can increase
welfare both in terms of per capita
output, but on the balancing fund side,
although it has a positive relationship,
it is not as big as the role of PAD on
welfare. In achieving the targeted
community welfare in the form of local
government spending/expenditures as
development capital. Based on the
previously described scatter plot, it
turns out that government spending
has not been able to optimally increase
per capita output and reduce poverty
levels. Therefore, it is necessary to
conduct research to analyze the effect of
local  government
expenditures on people's welfare using
the panel data regression method. Then
this research was continued by doing
quadrant and crosstab analysis.

revenues and

This research contributes to providing
an overview related to the role of local
government finance in an effort to
improve people's welfare. In addition,
it is hoped that the results obtained
from both quadrant and crosstab
analyzes can be considered for policy
makers to formulate development plans
at the Regency and City levels in order
to encourage regions that still have low

levels of welfare and reduce the
number of poor people, especially areas
that are still underdeveloped. Have not
optimized the potential of the region.

Furthermore, this research is organized
into several sections. After the
background and research objectives, the
next part is the research method which
contains the analytical model used.
Then proceed with a discussion of the
results and conclusions from the results
of the study at the end.

METHODS

This research uses quantitative
descriptive analysis which aims to
analyze how the influence of local
revenues, Balancing Fund, government
spending and population on the
welfare of society. In measuring the
welfare of the community, three
approaches are used, including per
capita income, the Human
Development Index (HDI) and the
number of poor people. The type of
data used is secondary data from 27
regencies/cities in West Java Province
from 2016 to 2020. Quantitative analysis
was carried out using panel data
regression with the Generalized Least
Square (GLS) method, where this
method was free from
heteroscedasticity and autocorrelation
problems and provided wunbiased
estimation results (Hsiao, 2007). In
general, to answer the objectives of this
research, three models are used which
refer to Canare's (2021) study. As for
mathematically the first model in this
study can be written as follows.
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Lngdp_capita;; (1)
= Po + B1Lnpad;;
+ B,Lndaper;;
+ Biras_expend;;

+ Bapopir + €t

Where in the first model, the
dependent variable is income per capita
as a measure of people's welfare.
Furthermore, the independent variables
in the model include local revenue
(Lnpad), balancing fund (Lndaper),
Regency/City expenditure ratio to
province (ras_expend) and population
(pop) as control variables. Furthermore,
the second model looks at the role of
local governments in improving the
quality of human resources by using
the Human Development Index (HDI)
approach as the dependent variable.
Where the independent variables used
are the same as in equation 1.
Mathematically the model can be
written as follows.

IPM;y = By + B1Lnpad;, (2)
+ fB,Lndaper;;
+ Biras_expend;;
+ Bapopic + €i
Then the third model looks at the role
of the government in reducing poverty
levels. Where the dependent variable
used is the number of poor
people(inpov), while the independent

variables used are the same as in the
first and second models.

Inpov;, = By + B1Lnpad;, ()
+ B,Ldaper;;
+ firas_exped;;

+ B4popir + i
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The reason for using three
welfare indicators (per capita income,
HDI and poverty) is because the three
indicators will reveal different levels of
welfare. For example, if the analysis
finds evidence that the balancing fund
has a positive effect on per capita
income but has an insignificant effect
on poverty, then it shows that the
balancing fund is associated with
general welfare but not with the
welfare of the poor.

RESULT AND DISCUSSION

Research analysis was carried out by
looking at the results of the quadrant,
cross tabulation table and panel data
regression. The quadrant image will
show the results of the effect of revenue
(Local Revenues and Balancing Fund)
and government spending on per
capita GRDP and poverty as a proxy for
welfare. Meanwhile, the  Cross
Tabulation describes the government's
efforts to increase government revenues
and expenditures to increase per capita
GRDP and reduce poverty.

The first analysis is seen from the
quadrant of the relationship between
local revenues, balancing funds and
government spending with GRDP per
capita and poverty which is explained
partially. Figure 5 is the quadrant
between PAD and GRDP per capita as
indicators of welfare. The trend in
Figure 5 shows that the majority of
regencies/cities in West Java are in
quadrants III and IV. Quadrant III
shows a negative relationship between
local revenues value and negative
GRDP per capita, while quadrant IV
shows a positive PAD value and
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negative GRDP per capita. So in
general some areas in West Java by
relying on PAD have not been able to
optimally improve the welfare of the
community (quadrant IV). Meanwhile,
the regions in quadrant III explained
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that the less than optimal increase in
local could not increase
welfare (GDP per capita. Only some
regions in West Java were able to
increase GRDP per capita through local
revenues receipts.
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Figure 5 Quadrant of Regional Original Income and GRDP per capita
Regency/City in West Java

Then the role of PAD on poverty levels
in regencies/cities in West Java is not
much different from the conditions
shown in Figure 5. In Figure 6 shows
the relationship between local revenues
and the poverty level, the majority are
in quadrants I and II. So the increase in
the local revenues value which
indirectly has not been able to reduce
poverty (quadrant I). It is difficult to
eliminate the poor population, at least
each region can reduce the number of
poor people. However, the condition
seen from the contribution of local
revenues to increase government capital

has not succeeded in reducing poverty.
Then some areas are in quadrant II
which shows that low local revenues
cannot reduce poverty. Local revenue
plays a role in increasing capital to
increase government spending, if the
efforts made by local governments are
not optimal, poverty reduction becomes
more difficult. From the two figures
above, it shows that central transfer
funds have an important role in
improving welfare, but higher fiscal
dependence makes regional
independence lessen in promoting
development.
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Figure 6 Quadrant of Regional Original Income and District/City Poverty
in West Java

Next, look at the role of balancing funds
in increasing welfare and reducing
poverty. Figure 7 shows the relationship
between balancing funds and per capita
GRDP. The conditions that occur in the
picture below are generally in quadrant
III. Low balancing funds cannot help
improve welfare (GDP per capita).
District/ City Governments in West Java
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still need balancing funds to improve
welfare. The need for balancing funds
for the regions can be through
infrastructure needs and public services.
Several types of balancing funds, such
as village funds and special allocation
funds, can be used as productive funds
to improve welfare.
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Figure 7 Quadrant of the Balancing Fund and GRDP per capita of districts/cities
in West Java
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The relationship of balancing funds to
increase the regional development and
community welfare is important as
evidenced by the picture below. In
Figure 8, the relationship between
balancing funds and poverty is in
quadrant II. Districts/Cities in West
Java are in quadrant II showing the lack
of balancing funds that have not been
able to reduce poverty. With the
existing conditions shown in the
picture below, the balancing fund has
not been able to reduce poverty. The

need to anticipate various alternatives
in financial planning in each area of
West Java by thinking about increasing
PAD or continuing to rely on balancing
funds. On the other hand, fiscal
decentralization gives local
governments the authority to increase
fiscal capacity so that the value of
transfer funds can be reduced.
However, the conditions that occur are
that districts / cities in West Java still
rely on the role of balancing funds to
support welfare improvements.
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Figure 8 Quadrant of the Balanced Fund and District/City Poverty Levels

in West Java

The relationship between government
spending and GRDP per capita can be
seen in Figure 9 based on quadrants.
Districts/ Cities in West Java tend to be
in quadrants III and IV with low local
government expenditure categories and
low per capita GRDP (quadrant III).
Then some regions tend to be in high

government spending and low GRDP
per capita (quadrant IV). Based on the
quadrant picture below, government
spending has not succeeded in
increasing the GRDP per capita
optimally. There is a resemblance to the
relationship between PAD and GRDP
per capita in the quadrant below. When
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local governments have not been able to
increase PAD, it will have an impact on
government spending that is not
optimal in increasing welfare. The low
balancing funds in
districts/cities of West Java have an
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impact on the low spending of local
governments to support welfare
improvements. Government spending is
low because it has not been optimal in
increasing regional revenues.

[CELLRANGE]

0.00004  0.00006  0.00008  0.00010

Thousands

[CELLRANGE]

o [CELLRANGE] o
[CELLRANGE]

4 o

[CELLRANGE]
[CELLRANGE]

[CELLRANGE] Y

[CELLRANGE]
Y [CELLRANGED

[CELLRANGE]

Figure 9 Quadrant of Government Expenditure and GRDP per capita
Regency/City in West Java

Local government efforts in increasing
regional revenues determine the
allocation of regional government
expenditures to improve welfare. Low
government spending cannot run
optimally for the public interest. The
image below is an illustration of the
need for regional economic planning in
terms of public policy. Figure 10 is a
regional mapping in West Java of the
relationship ~ between  government
spending and poverty rates. The
tendency that occurs is that many
districts/cities in West Java are in
quadrants I and II. Regions in quadrant
I show that increased government
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spending is not able to reduce poverty.
Government spending is carried out
optimally which is assisted by the
amount of regional revenue in reducing
poverty, but the role of the government
that is carried out is not running
optimally, as can be seen from the
regions in quadrant II. Regions in
quadrant II show that low government
spending will be quite difficult to
reduce poverty. Based on Figure 10, the
role of regional very
important to increase the amount of

revenue is

government spending for more
productive activities, especially
increasing  welfare and reducing
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poverty. Local governments will face a

through PAD or spending effectiveness

dilemma in increasing revenues  through balancing funds.
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Figure 10 Quadrant of Government Expenditures and District/City Poverty Levels
in West Java

The relationship between local revenue
and HDI can be seen in Figure 11.
Districts/ Cities in West Java tend to be
in quadrants I, II and III. In quadrant I
and II there are 7 regions and in
quadrant III there are 9 regions.
Districts/ Cities in West Java which are
in quadrant I show that the area
through the contribution of local
revenue can increase the HDI value.
Furthermore, regions in quadrant II
showing low local revenue values are

still able to increase HDI, while in
quadrant III, low local revenue values in
regions have not been able to increase
HDI values. In general, there are still
many regions that have not been able to
increase HDI because they have low
local revenue values. High regional
revenue is the obligation of regional
governments in managing regions to
increase development which cannot be
separated from the influence of high
quality of human resources (HDI).
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Figure 11 Quadrant of Regional Original Income and Regency/City HDI in West
Java

The figure below shows the relationship
between balancing funds and the
Human Development Index (HDI). In
general, districts/cities in West Java are
grouped in quadrants II and III
Quadrant III is the highest regional
group in West Java compared to
quadrant II and other quadrants.
Regions that have low balancing funds
are not able to increase the HDI as
stated in quadrant III. In quadrant III
regions, there are still many regions that
rely on central transfer funds to increase
the HDI value. While in quadrant II, it
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shows that regions with low balancing
funds are able to increase the HDI
value. Regions in quadrant III have a
fairly good level of fiscal independence
so that with a low allocation of
balancing funds they are still able to
increase HDI. The picture below shows
several regions in West Java that have
been able to increase their HDI without
relying on the amount of balancing
funds and many areas that still rely on
central transfer funds to increase the
HDI value.
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Figure 12 Quadrant of District/City Balance Fund and HDI in West Java

Furthermore, the relationship between
government spending and the HDI
value can be seen in the figure below.
Government spending in
regencies/cities in West Java tends to
cluster in quadrants II and IV. Regions
in quadrant II show that low
government spending can still optimize
the HDI value. Districts/Cities that are
in quadrant II show that the
government's efforts with low spending
can still increase the HDI value. The
high quality of human resources is in
quadrant II  which shows that
government spending is relatively low
and still has high quality of good
human resources. Regions that are
grouped in quadrant IV show the
characteristics of increasing government
expenditures that have not been able to
increase HDI. Some regions use
government budget allocations that do

not optimally increase HDI figures.
Based on quadrant 1V, it is necessary to
plan expenditure allocations and targets
for increasing the HDI which are
adjusted to the previous conditions as a
reference in increasing the HDI value.
In addition to quadrants II and IV, there
are regions in West Java which are
grouped in quadrant I Quadrant I
shows regions that have an efficient
budget to increase HDI scores. The
budget allocation issued can be
absorbed properly thereby increasing
the HDI value. The development of
government expenditure allocations
depends on local revenues and well-
targeted development programs. In
general, regions in quadrant I are
regions that have succeeded in
increasing HDI numbers by utilizing
government budget allocations
efficiently.
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Figure 13 Quadrant of Government Expenditures and District/City HDI in

West Java

The Cross Tabulation table below shows
the role of PAD, balancing funds and
government expenditures that have an
impact on welfare conditions (GDP per
capita). The relationship between
government revenues and expenditures
is based on a classification above or
below the average. The calculation is
above or below the average based on
the results of the median which is used
as the basis for seeing districts/cities
that are above or below the median.
Likewise, the classifier of per capita
GRDP refers to the median value, while
the poverty level classification refers to
the poverty level of West Java Province
in 2020.

The table below will explain in detail
the  relationship  between  Local
Revenue, balancing funds and
expenditures, both above and below
average. In the cross tabulation between
local revenue and GRDP per capita,
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regencies/cities in West Java tend to be
classified as local below
average with GRDP per capita below

revenue

the average of seven regencies and one
city. The increase in local revenue,
which is still below the average, has not
been able to improve welfare. On the
local revenue side, generally regions in
West Java have not been able to increase
the amount of local revenue so that it
will be affected by a low level of
welfare. Then some regions can run
effectively on local revenue which has
an impact on increasing welfare.
Regions with local revenue below the
average and GRDP per capita above the
average are one district and four cities
in West Java. This region can run
regional efficiently  in
improving welfare. Areas such as Kab.
Sumedang, Cimahi City, Cirebon City,
Sukabumi City, Tasikmalaya City can
independently carry out their economic

revenues
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activities by paying attention to the
capital stock (PAD) so that the area is
not too high in providing welfare
targets. Furthermore, regions that have
potential resources will increase the
value of local revenue which has an
impact on increasing per capita GRDP.
Regions that have a classification of
local revenue and GRDP per capita
above the average are Kab. Bandung,
Kab. Bogor, Kab. Indramayu, Kab.
Karawang, Bandung City, Bekasi City
and Bogor City. Regions that have local
revenue and GRDP per capita above the
average generally have large economic
activities compared to other regions.
These areas are generally centers of
growth and also have leading sectors
such as advanced industrial and service
sectors, thereby increasing welfare.

Furthermore, on the side of balancing
funds (transfer funds) for the needs of
local governments. Regions with low
fiscal capacity and high fiscal fiscal
needs will receive larger transfer funds
than regions with high fiscal capacity.
The independence of the regions that
are increasingly independent can be
seen from the balance funds which are
not large or in the classification of the
balancing funds below the average.
Regions in general in West Java already

have a fairly high fiscal independence,
only in terms of outcomes there are still
regions that have not increased welfare
(GDP per capita > average). The
number of regions that have high fiscal
capacity (balancing funds below the
average) with high GRDP per capita is
relatively less than regions with other
classifications in the cross tabulation
below. Regions that have low balancing
funds and are able to improve welfare
are Kab. Sumedang, Bekasi City, Bogor
City, Cimahi City, Cirebon City,
Sukabumi City and Tasikmalaya City.
In general, regions in West Java are
classified as above average with GRDP
per capita below average. Regions that
have been given a fairly large balancing
fund but have not been able to improve
welfare. The amount of balancing funds
in these regions has not been able to
improve welfare, this can be caused by
some regions not having adequate
infrastructure facilities. Then there are
several regions that need transfer funds
because these regions have high
mobility in economic activities and
provide increased welfare results. Areas
that have high mobility generally have
business activities that rely on labor
intensive, such as Kab. Bandung, Kab.
Bekasi, Kab. Indramayu, Kab.
Karawang, Bandung City.

Table 1 Tabulation (Cross Tabulation) of local revenue, Balancing Funds and
Government Expenditures on Regency/City GRDP Capita in West Java in 2020

Connection GRDP Capita > Average GRDP Capita < Average

Local Revenue > | Kab. Bandung, Kab. Bogor, | Kab. Bandung Barat, Kab.

Average Kab. Indramayu, Kab. | Bekasi, Kab. Cianjur, Kab.
Karawang, Kota Bandung, | Cirebon, Kab. Sukabumi,
Kota Bekasi, Kota Bogor Kota Depok

Local Revenue < | Kab. Sumedang, Kota | Kab. Ciamis, Kab.
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Average Cimahi, Kota Cirebon, Kota | Kuningan, Kab.
Sukabumi, Kota | Majalengka, Kab.
Tasikmalaya Pangandaran, Kab.
Purwakarta, Kab. Subang,
Kab. Tasikmalaya, Kota
Banjar
Balancing Fund > | Kab. Bandung, Kab. Bekasi, | Kab. Bekasi, Kab. Cianjur,
Average Kab. Indramayu, Kab. | Kab. Cirebon, Kab. Garut,
Karawang, Kota Bandung | Kab.Kuningan, Kab.
Majalengka, Kab. Subang,
Kab. Tasikmalaya,
Balancing Fund < | Kab. Sumedang, Kota | Kab. Bandung Barat, Kab.
Average Bekasi, Kota Bogor, Kota | Ciamis, Kab. Pangandaran,
Cimahi, Kota Cirebon, Kota | Kab. Purwakarta, Kota
Sukabumi, Kota | Banjar, Kota Depok
Tasikmalaya
Government Kab. Bandung, Kab. | Kab. Bekasi, Kab. Cianjur,
Spending>Average Bogor,Kab. Karawang, Kota | Kab. Cirebon, Kab. Garut,
Bandung, Kota Bekasi Kab  Majalengka, Kab.
Sukabumi, Kab.
Tasikmalaya, Kota Depok
Government Kab. Indramayu, Kab. | Kab. Bandung Barat, Kab.
Spending<Average Sumedang, Kota Bogor, | Ciamis, Kab. Kuningan,
Kota Cimahi, Kota Cirebon, | Kab. Pangandaran, Kab.
Kota Sukabumi, Kota | Purwakarta, Kab. Subang,
Tasikmalaya Kota Banjar,

Source : BPS Jawa Barat

Then from the side of government
spending, it can be seen that the
majority of regions are in government
spending above the average but GRDP
per capita is below the average. Based
on the condition of the relationship
between government spending >
average with GRDP per capita below
the average, it shows that many regions

have to improve their spending
planning in accordance with the
announced targets. Government

spending must be in line with the target
of improving people's welfare so that
government spending runs efficiently.
From the tabulation table on the aspect
of government spending, there are still
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many regions that have not
implemented it effectively which has an
impact on the decline in welfare. Some
areas that have high government
spending and produce high community
welfare, such as Kab. Bandung, Kab.
Bogor, Kab. Karawang, Bandung City
and Bekasi City.

Regions that have high government
spending tend to have a fairly large
local revenue value so that government
spending can be realized for economic
development. Some regions that have
above average government spending
but have not been able to improve
welfare, such as Kab. West Bandung,
Kab. Ciamis, Kab. Pangandaran, Kab.
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Purwakarta, Banjar City, Depok City.
This can be indicated from one factor,
namely the area. The area of a
Regency/City will affect the level of
welfare. Even though it has high PAD
and government spending, it has not
been able to increase per capita output
significantly. This can be seen from the
calculation of a fairly large output target
that does not take into account the real
conditions in the area.

Then the efforts of local governments in
West Java in reducing poverty levels
can be seen in the table below. Viewed
from the PAD side of regional revenue
which is associated with a decrease in
the poverty level, the majority of
regions in West Java are in PAD below
average and poverty below average. In
general, districts/cities in West Java
have reduced poverty levels with local
revenue below the average regional
PAD. Several regions rely on increasing
PAD (PAD > average) to reduce poverty
levels, including Kab. West Bandung,
Kab. Bekasi, Kab. Cianjur, Kab.
Indramayu, Kab. Karawang, Bogor City,
as many as six regions rely on PAD to
reduce poverty. In general, increasing
the value of PAD is not easy because
each region must look for sources that
have the potential to be used as objects
of PAD. However, districts/cities in
West Java with low average PAD were
able to reduce poverty as shown in the
table PAD < average with poverty <
average. There are also some areas that
experience saturation from sectors that
have the potential to be used as sources
of PAD as shown in the first two rows
of the column. This happens from a
sector that has the potential to be in a

state of diminishing returns so that it
cannot reduce poverty.

Furthermore,  central = government
assistance in the form of transfers to
regions in West Java generally
succeeded in reducing poverty. The
table below shows that the majority of
regions are in above average balancing
funds associated with poverty below
the average for West Java Province. The
regencies/cities that have succeeded in
reducing poverty by relying on balance
funds are Kab. West Bandung, Kab.
Bekasi, Kab. Ciamis, Kab. Cianjur, Kab.
Garut, Kab. Indramayu, Kab.
Karawang, Kab. Brass. However, these
regencies/cities still depend on the
amount of transfer funds so that the
regional autonomy in terms of fiscal is
relatively low compared to other
regions. Regions in West Java have

included a  fairly high fiscal
independence, namely Kab.
Majalengka, Kab. Purwakarta, Kab.

Subang, Kab. Sumedang, Bogor City,
Sukabumi City, Tasikmalaya City.
These regions have a lower dependence
on transfer funds than other regions.
The seven regions have demonstrated
the ability to finance their own
government activities, development,
and services to the community in
reducing poverty.

Furthermore, the relationship between
government spending and poverty
reduction tends to be regional in West
Java which is classified as below-
average government spending with
below-average poverty. The results of
this relationship illustrate the success of
the effectiveness  of

spending in reducing

government
inequality.
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Regions that show success in reducing
poverty with below average spending

values are Kab. Ciamis, Kab.
Indramayu, Kab. West Bandung, Kab.
Kuningan, Kab. Purwakarta, Kab.

Subang, Kab. Sumedang, Bogor City,
Sukabumi City, Tasikmalaya City. This
region has been able to effectively
finance regional needs in reducing
poverty. On the other hand, the poverty
rate is relatively lower than other
regions which can be caused by the low
unemployment  rate, employment
absorption and low  population

compared to other regions. In addition,
there are many migration flows from
these areas to other areas so that they do
not have high poverty. Some areas are
likely to have high migration flows so
that the increase in government
spending has not been able to reduce
poverty. Several regions are consistently
on the revenue and expenditure side
above the average, but poverty is still
high. This can be because areas near
growth centers will have an impact on
high migration flows, causing high
levels of poverty.

Table 2 Cross Tabulation of the Relationship between Local Revenue, Balancing
Funds and Government Expenditures on District/City Poverty Levels in West Java

in 2020

Connection Poverty > West Java | Poverty < West Java Province
Province

Local Revenue > | Kab. Bandung, Kab. Bogor, | Kab. Bandung Barat, Kab.

Average Kab Cirebon, Kab. Sukabumi, | Bekasi, Kab. Cianjur, Kab.
Kota Bandung, Kota Bekasi, | Indramayu, Kab. Karawang,
Kota Depok Kota Bogor

Local Revenue < |Kab. Pangandaran, Kab. | Kab. Ciamis, Kab Garut, Kab

Average Tasikmalaya, Kota Banjar, | Kuningan, Kab. Majalengka,

Kota Cimahi, Kota Cirebon Kab.

Purwakarta, Kab.
Subang, Kab. Sumedang, Kota
Sukabumi, Kota Tasikmalaya

Balancing Fund > | Kab. Bandung, Kab. Bogor, | Kab. Bandung Barat, Kab.
Average Kab. Cirebon, Kab. | Bekasi, Kab. Ciamis, Kab.
Sukabumi, Kab. Tasikmalaya, | Cianjur, Kab. Garut, Kab.

Kota Bandung

Indramayu, Kab. Karawang,
Kab. Kuningan

Balancing Fund < |Kab. Pangandaran, Kota | Kab. Majalengka, Kab.
Average Banjar, Kota Bekasi, Kota | Purwakarta, Kab. Subang,
Cimahi, Kota Cirebon, Kota | Kab. Sumedang, Kota Bogor,
Depok, Kota Sukabumi, Kota

Tasikmalaya.
Government Kab. Bandung, Kab. Bogor, | Kab. Bekasi, Kab. Cianjur,

Spending>Average | Kab.

Cirebon,
Sukabumi, Kab. Tasikmalaya,
Kota Bandung, Kota Depok

Kab. | Kab. Garut, Kab. Karawang

Government Kab.
Spending<Average

Pangandaran,
Banjar, Kota Cimahi, Kota

Kota | Kab. Ciamis, Kab. Indramayu,

Kab. Bandung Barat, Kab.
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Cirebon

Kuningan, Kab. Purwakarta,
Kab. Subang, Kab. Sumedang,
Kota Bogor, Kota Sukabumi,
Kota Tasikmalaya.

Source : BPS Jawa Barat

Then in table 3 shows the relationship
between government revenues and
expenditures on the Human
Development Index (HDI). The
relationship between Local Revenue
and regional HDI in West Java is
generally in the category of Local
Revenue above the average with a high
HDI. Meanwhile, other regions in West
Java tend to group in the category of
Local Revenue < average with a
moderate HDI and Local Revenue <
average with a high HDI The
contribution of Local
increasing the HDI is quite good,
carried out by the Regency / City
governments in West Java, there are
even regions that have a very high HDI
category. Regions in West Java with
very high HDI categories are Bekasi
City (Local Revenue > average), Cimahi
City and Cirebon City (Local Revenue <
average). The amount of PAD in each
area of West Java in general can be used
optimally for human development
needs. The results of local revenue can

Revenue in

be allocated for the purposes of
education and health spending in West
Java Districts/Cities. Furthermore, the
relationship between the balancing fund
and the HDI, the majority of which is in
the balancing fund group, is > average
with a high HDI. Transfer funds from
the central government have generally
been used well by local governments to
increase the HDI value. Then there are

also many regions that are grouped in
the balancing fund > average with a
moderate HDI and the rest are outside
the two categories. Some areas in West
Java have achieved very high HDI, such
as Bekasi City, Cimahi City and Cirebon
City. These three cities have used the
allocation of transfer funds effectively to
improve the quality of human
resources. Balancing funds by local
governments are used as capital for
optimal human resource development,
which can be seen from many regions in
West Java which are grouped in high
balancing funds and high HDI. The
relationship between local government
spending and HDI tends to cluster in
government spending below the
average with a high HDI Regions in
this category already have a foundation
of better quality human resources
compared to other regions so that
government spending does not need to
be allocated on a large scale. Then many
regions are grouped in the above

average government expenditure
category with a high HDI, these regions
have optimized their budgets to

increase the HDI value. The role of the
local government in improving the
quality of human resources has been
optimal, which can be seen from the
absence of regions in West Java with a
low HDI category. This is a measure of
the success of local governments in
terms of the quality of human resources.

Table 3 Tabulation (Cross Tabulation) of the Relationship of PAD, Balancing
Funds and Government Expenditures to Regency/City HDI in West Java in 2020
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Low
Connectio | HDI Medium HDI High HDI Very High HDI
n HDI < HDI < 60 HDI <
60 70 HDI<70 HDI <80 | HDI = 80
Kab. Bandung Kab. Bandung,
Local Barat, Kab. Kab. Bogor, Kab.
Revenue > Bekasi, Kab. Cirebon, Kab.
Average Cianjur, Kab. Sukabumi. Kota
Indramayu, Kab. | Bandung, Kota
Karawang Bogor, Kota Depok | Kota Bekasi
Kab. Ciamis, Kab. | Kab. Kuningan,
Local Garut, Kab. Kab. Purwarkarta,
R < Majalengka, Kab. | Kota Banjar, Kota
evenue .
Average Pangandaran, Suk.abuml, Kota ' .
Kab. Sumedang, | Tasikmalaya, Kab. | Kota Cimahi,
Kab. Tasikmalaya | Subang Kota Cirebon
Kab. Bandung,
Kab. Bekasi, Kab. | Kab. Bogor, Kab.
Balancing Cianjur, Kab. Cirebon, Kab.
Fund > Garut, Kab. Kuningan, Kab.
un
Average Indramayu, Kab. | Subang, Kab.
Karawang, Kab. Sukabumi, Kota
Majalengka, Kab. | Bandung, Kota
Tasikmalaya Bogor
Kab. Bandung Kab. Purwakarta,
Balancing Barat, Kab. Kota Banjar, Kota
Fund < Ciamis, Kab. Depok, Kota Kota Bekasi,
Average Pangandaran, Sukabumi, Kota Kota Cimabhi,
Kab. Sumedang | Tasikmalaya Kota Cirebon
Kab. Bandung Kab. Bandung,
Governme Barat, Kab. Kab Bogor, Kab.
nt Bekasi, Kab. Cirebon, Kab.
Spending Cianjur, Kab. Sukabumi, Kota
>Average Garut, Kab. Bandung, Kota
Karawang Depok Kota Bekasi
Kab. Kuningan,
Kab. Purwakarta,
Governme Kab. Subang, Kab.
nt Kab. Ciamis, Tasikmalaya, Kota
Spending Kab. Indramayu, | Banjar, Kota
<Average Kab. Majalengka, | Bogor, Kota

Kab.
Pangandaran

Sukabumi,, Kota
Tasikmalaya

Kota Cimabhi,
Kota Cirebon

Source : BPS Jawa Barat
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Further analysis in this study uses panel
data regression and uses the
Generalized Least Square (GLS) method
so that this model is free from classical
assumption  tests  (autocorrelation,
multicollinearity, = heteroscedasticity).
The coefficient of determination of the
three regression results can be
explained by 99% and the rest is
explained outside the research model.
The first equation will look at the effect
of local government revenues and
expenditures on welfare as proxied by
per capita GRDP. Based on the
regression results table, the previous
year's original regional income variable
(Inpad -1) has a significant effect on per
capita GRDP, an increase in the
previous year's Local Revenue by 1%
will increase per capita GRDP by
0.173394%. his result is supported by
research conducted by Canare (2021)
who found that fiscal autonomy can
have a positive effect on increasing per
capita income.

Furthermore, the balancing fund has a
significant effect on GRDP per capita of
0.821727, so every 1% increase will
increase by 0.821727%. These results are
in line with previous studies conducted
by Canare, (2021) and Hao et al. (2020),
where that regional revenues from
central government transfers have a
positive effect on per capita income.
This shows that the balancing fund has
the potential to increase welfare in
general.

The government spending variable,
which is proxied by the ratio of
district/ municipality expenditures to
the province, has a significant effect on
per capita GRDP with a coefficient
value of 0.110194. Government
spending increasing 1 percent will
increase per capita GRDP by 0.110194%.
Government  spending makes a
significant contribution to general
welfare, which in this case is per capita
income (Haile & Nifio-Zarazta, 2018).
Furthermore, Appiah (2017) more
specifically finds that government
spending in the education sector has a
positive influence on per capita income.
However, an increase in government
spending does not directly translate to
an increase in per capita
Through increasing government
spending on several sectors related to
welfare such as education or health, it
can have an influence on the skills and
quality of life of the community, which
increase their

income.

in turn will income

(Appiah, 2017).

The control variable of population has a
significant effect on GRDP per capita.
An increase of 1 population will
increase GRDP per capita by 4.55E-08%.
Hasan (2010) revealed in his research
that the population is cointegrated with
per capita income, which means it has a
significant relationship in the long term.
In addition, in the short term
population growth has a positive effect
on increasing per capita income.

Table 4 Regression Results of the GDP Capita Equation, HDI and District/City

Poverty Levels in West Java 2016-2020

Independent

Dependent Variables
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Variables Lngdp_capita Prob IPM Prob Inpov Prob
c -12.97858 0.0000  -0.516412 0.0001  0.002099  0.0000
Inpad(-1) 0.173394 0.0000  0.029066 0.0001 -3.88E-05  0.0000
Indaper 0.821727 00000  0.086925 0.0000 -0.000177  0.0000
ras_expend 0.110194 00006 0016712 0.0043 -341E-05 0.0000
pop 4.55E-08 0.0422  872E-08 00000 -7.71E-12  0.2462
Adjusted R- 0.997133 0.991409 0.990804
squared
F-statistic 1241.388 412.58 385.3023
Prob(F-statistic) 0.000000 0.0000 0.000000

Source : Author’s Calculation

Then in the second equation, all
independent variables significantly
affect the human development index
(HDI) partially. HDI is used as an
indicator of welfare because an increase
in income is accompanied by a high
quality of human resources. Regional
Original Income (PAD) in the previous
year significantly affected the increase
in HDI, every 1% increase in PAD will
increase  HDI by 0.029066%. These
results are in line with research
conducted by Juliarini (2020) and
Mutiha (2018) which reveals that local
revenue has a positive effect on
increasing HDI. The higher the PAD,
the local government is able to provide
better services to the community
through improving public facilities,
which in turn will increase the HDL

The central transfer fund variable has a
significant effect on HDI, an increase of
one percent of the balancing fund will
significantly affect the HDI increase of
0.086925%. This result is in line with the
study conducted by Soejoto & Tjipto
Subroto (2015) which proves that the
balancing fund provided by the central
government to local governments has a
positive effect on HDI.
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The government expenditure variable
significantly affects the HDI with a
coefficient of 0.016712. So every 1%
increase in government spending will
increase the HDI by 0.016712%. Several
studies reveal the same result that
government spending has an effect on
increasing welfare as reflected by the
HDI (Craigwell et al.,, 2012; Edeme &
Nkalu, 2019; Mohammad & Razmi,
2012;  Safitri, 2016). Government
spending is expected to increase the
community's economic activity by
providing jobs and developing public
facilities to create a double effect in
improving people's welfare (Fadilah et
al., 2018).

The coefficient of the population is
8.72E-08 and has a significant effect on
the HDI, an increase in the population
of 8.72E-08 will increase the HDI by
8.72E-08%. The increase in population
with balanced public facilities such as
adequate health and education is able
to create human resources that can
compete  with the increase in
population (Ebingha et al., 2019).

The third equation is the poverty level
equation which is influenced by the
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same independent variables as the first
and second equations. In this third
equation, the variables of regional
revenues and government expenditures
have a significant influence on poverty
reduction. The previous year's PAD
variable had a coefficient value of
3.88E-05, every one percent increase in
PAD will reduce poverty by 3.88E-05%.
Then the coefficient value of the
balancing fund is -0.000177, so every
1% increase in the balancing fund will
reduce the poverty rate by -0.000177%.
These results are in line with research
conducted by Nursini et al. (2019) that
local revenues both from central
government transfers and from local
revenues are more effective in reducing
poverty.

The coefficient of government spending
is -3.41E-05, an increase in government
spending of 1% will reduce the poverty
rate by -3.41E-05%. Several studies state
that government spending is good in
infrastructure (Alamanda, 2020) and
agriculture (Arsyad et al, 2020). In
addition, research conducted by
(Anderson et al, 2018) found that
higher government spending can
reduce poverty rates, especially in
Europe and Central Asia.

The most influencing variable in the
equation of per capita GRDP, HDI and
poverty reduction is the balancing
fund. Regional fiscal dependence on
central transfer funds is still very large
in improving welfare in West Java
Province. From the results of this
regression, it shows that the fiscal
needs of each Regency/City in West
Java are still greater than the fiscal
capacity so that development funds still

depend on transfer funds. The
balancing fund is the independent
variable that most influences the
increase in HDI and the decrease in
poverty levels. This is in accordance
with the first equation, that to increase
the value of the quality of human
resources which has an impact on
increasing welfare and reducing
poverty, the balancing fund becomes an
important fund by the Regency/City in
West Java. In this case, the dependence
on balancing funds has made several
regions in West Java not independent
in managing regional finances. This can
also be seen from government spending
which has a very small effect on per
capita GRDP, HDI and poverty
reduction. government expenditure
variable has a low coefficient in
influencing welfare and poverty
reduction. The role of government
spending is not felt directly in
improving welfare so that the effect is
very small. The existence of financial
planning is carried out to develop the
region for at least 5 years in stages,
from the 2016-2020 period, the
contribution of government spending is
very low in improving welfare. The
large need for non-development
programs makes government spending
more absorbed in non-development
program spending so that it still
requires transfer funds from the center.
In increasing regional development,
they cannot rely on PAD, so they need
transfer funds from the center. In this
era of decentralization, local
governments are more independent
and given the authority to manage
finances for development activities.
With regional independence, it is hoped
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that the region will be able to increase
regional revenue (PAD). Therefore, it is
the obligation of local governments to

CONCLUSION

Several conclusions can be drawn from
the results of the analysis. Firstly,
Districts/Cities in West Java generally
still have dependence on central
transfer funds to improve welfare and
reduce  poverty. Regional fiscal
dependence on central transfers can
result from the sub-optimal area in
improving welfare. This can be seen
from the relationship between PAD and
welfare tends to be in quadrants III and
IV, while balancing funds are in
quadrant III. Then the relationship
between local government spending
and per capita GRDP is still not able to
improve welfare, the low regional
makes local government
spending unable to meet regional
needs. In the quadrant, it can be seen
that local government spending is in
quadrants III and IV, which indicates
that the contribution of local
government spending has not been able
to improve welfare. Furthermore, in
relation to the level of poverty on the
side of regional (Local
Revenue and balancing funds), not yet
succeeded in reducing the poverty level
optimally. The quadrant relationship
between Local Revenue and the
poverty level tends to be in quadrants I
and II, while the quadrant for balancing
funds and the poverty rate is mostly in
II. The wvariable of government
expenditure is caused by low regional
revenues so that government spending
has not been able to fully support to

revenue

revenues
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always try to increase the value of PAD
in carrying out fiscal decentralization.

reduce the poverty level, this can be
seen from the quadrant of government
expenditure with the poverty level of
the majority of Regencies/Cities in
West Java in quadrants I and II.

Secondly, Based on the cross tabulation,
seeing the relationship with GRDP per
capita, the majority are in the category
of PAD below the average and GRDP
per capita below the average, there are
still many regencies/ cities in West Java
that have not been able to optimize
regional revenues so that welfare
cannot be optimized. Furthermore,
cross tabulation between balancing
funds and per capita GRDP where
districts/cities in West Java are
generally in the above average
balancing fund category and per capita
GRDP below average, the increase in
balancing funds has not been able to
improve people's welfare because
central transfer funds are used more for
routine needs. Furthermore, the
relationship  between  government
spending and GRDP per capita is in the
category of government spending
above the average with GRDP per
capita below the average. In general,
districts/cities in West Java in
government spending have not reached
the target of improving welfare due to
low regional revenues. The relationship
between regional revenues and
government expenditures on poverty is
not much different from the
relationship between GRDP per capita.
The relationship between PAD value
and poverty in regencies/cities in West
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Java is mostly in PAD below the
average with poverty below the
provincial ~ average. @ Then  the
relationship between balancing funds
and poverty, generally Regency/City is
in the category of above-average
balancing funds with poverty below
provincial poverty. Then the local
government spending in relation to
poverty in general, districts/cities are
in government spending above the
average with poverty below the
poverty value of the province. Judging
from the government's role in terms of
government revenues and expenditures
based on the results of cross tabulation,
it can reduce poverty.

Lastly, Based on the results of the
regression, it shows that all the
variables of regional original income
(PAD), balancing funds and the ratio of
expenditures of the Regency/City with
the Province of West Java have a
positive influence on the model with
the dependent variable being income
per capita and HDI. Meanwhile, in the
poverty model, all independent
variables have a negative effect. This
shows that the government's role in
improving welfare, namely increasing
per capita income, improving the
quality of human resources and
reducing poverty can be done through
improving local financial management.
Through the results of this study, it is
hoped that local governments can
optimize the potential of their
respective regions and allocate funds
delegated from the center to improve
community welfare by considering the
three welfare indicators used in this
study.
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