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Abstract
Keywords: One of the instruments to measure the level of success of a
CentralGovernment country in carrying out development is the human development
Transfer Funds, index calculation approach. In essence, development is a
Locally-generated change towards better conditions so that as a result of
revenue, development activities it will have implications for the
Human Development emergence of a budget and ultimately money is needed to
Index, realize development activities. During the twenty-four years of
Capital Expenditures. implementing fiscal decentralization in Indonesia, the number

of transfers to the regions has increased significantly. However,
efforts to increase regional revenues are often neglected, so that
the goal of fiscal decentralization towards self-sufficient
regional government funding has not been achieved to date.
This study examines quantitatively how the influence of money
arising from development activities, namely Central
Government Transfer Funds and Regional Original Revenues,
can generate benefits or whether the realization of the budget
spent by local governments, namely Capital Expenditures, can
generate a certain value or benefit for the community, so that in
this study can be described through the human development
index instrument. The sampling technique used in this study
was purposive sampling. The data used in this study is
secondary data obtained from the Central Bureau of Statistics
and the Directorate General of State Financial Balance. The
research method used is panel data regression with the Fixed
Effect Model (FEM), where the data collected is cross-
sectional data, namely 414 districts/cities in Indonesia for the
period 2012 to 2020 which are time series data. The results
obtained show that: (1) DTPP has a positive and significant
effect on HDI; (2) PAD has a positive and significant effect on
HDI; (3) Through capital expenditure mediation, DTPP has a
negative and significant effect on HDI; and (4) Through the
mediation of capital expenditure, PAD has a positive and
significant effect on HDI.

INTRODUCTION
All over the world, both developed and developing countries always pay attention
to development in their countries. Development is one of the ways used to achieve
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national goals. In essence, development is a change towards better conditions so that
development activities must be carried out in a directed and planned manner. Targeted
means there are clear steps and goals, while planned means clear the process and goals to
be achieved from the development (input, process and output) and the most important
thing is how the value of money or the budget for building produces benefits or whether
the budget (funds) spent produces a certain value for society.

In Indonesia, development is carried out in various fields. According to
Mahadiansar et al., (2020), often the term development has a more physical connotation,
meaning that it often carries out physical building activities, often even more narrowly
defined as building infrastructure or physical facilities. In 2021, according to data from
the Directorate General of Budget, in Indonesia, infrastructure or physical development
is a top priority when viewed from the 2021 budget ceiling for ministries and institutions,
namely the PUPR Ministry with the largest portion of Rp. 149.8 trillion or equivalent to
15.42% of the total ceiling of Rp. 1.032 trillion.

Development with an infrastructure approach is not merely the only important
option for the welfare of the people. An instrument is needed to measure the level of
success of a country in carrying out development. One such instrument is the Human
Development Index (IPM). According to S. P. Sari, (2019)The development paradigm,
which is measured by the human development index, is important because if a country is
rich in natural resources but minimal in human resources, like Indonesia, it will be
difficult to develop the country. But good human resources will certainly be able to
manage the wealth owned by a country well too.

The human development index was first introduced by the United Nations
Development Program in 1990 and is reported annually. As the government's
development target, in 2015 for the first time the HDI in macro assumptions in the DPR-
RI was made one of the indicators in the State Budget Law with calculations involving
three main elements in human life, namely health, education and a decent standard of
living. According toNashshar, (2022)HDI can explain the condition of the community in
enjoying the results of development in the form of access to education services, health
services, and income for a decent life in a region or country.

The Central Statistics Agency (BPS) noted that the Human Development Index
(IPM) in Indonesia in 2020 has decreased due to the COVID-19 pandemic, Indonesia's
HDI in 2021 has begun to experience improvement, reaching 72.29 in 2021. This figure
has increased 0.49% compared to the previous year of 71.94. Indonesia ranks 114th out
of 191 countries based on a report issued by UNDP in 2021. Compared to neighboring
countries in Southeast Asia, Indonesia is ranked fifth. HDI of Singapore, Brunei
Darussalam, Malaysia and Thailand are still better than Indonesia.
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The national HDI data above (diagram 1) is a comparison between actual
achievement and the target figure for achieving HDI taken in the 2015 to 2021 State
Budget Law. The human development index over the past 10 years shows that
achievements and targets are not always as expected. In 2015 to 2017 Indonesia has
succeeded in achieving the set HDI target but failed to achieve the target in 2018, 2019,
2020 and 2021.

The diversity of regions and the conditions of the region and its people have resulted
in inequality of development that is not evenly distributed between regions and is a
challenge for the government in Indonesia. Law Number 22 of 1999 concerning Regional
Autonomy and Law Number 25 of 1999 concerning Balancing Central and Regional
Finances, which were later revised to become Law No0.32/2004 and Law No. 34/2004 is
a policy of regional autonomy and fiscal decentralization as a form of central government
support to address development gaps(Nashshar, 2022).

With the enactment of regional autonomy and decentralization, it is hoped that the
regions will be able to finance regional expenditures using local revenue (PAD), but not
all regions are able to do this. This causes development to be uneven, to overcome this,
the central government allocates a Balancing Fund, which consists of Revenue Sharing
Funds (DBH), General Allocation Funds (DAU), Special Allocation Funds (DAK),
special autonomy funds and adjustments.

Central government transfer funds in the form of balancing funds will be of direct
benefit to the community if realized in the form of quality regional spending. Capital
expenditure is one type of regional expenditure that is directly related to the provision of
public services to the community. According to Bappenas (2011) in Nashshar(2022)most
of the use of PAD and transfer funds in the form of block grants are still focused on the
needs of personnel expenditures and routine operational expenditures, so that the regions
are highly dependent on DAK for capital expenditure needs.

The uneven distribution of development in Indonesia, as well as the inconsistency
in achieving the HDI, indicate that the implementation of decentralization in Indonesia in
the form of providing Balancing Funds to the regions and the realization of capital
expenditures by the regions have not fully been able to have an optimal impact on human
development. This study aims to examine the effect of central government transfer funds
and local revenue on the human development index with capital expenditure as a
moderating variable. Several studies have been widely studied with various research
results. The results of these studies, among others, Nashshar (2022)with the results of
DAK research having a significantly positive indirect effect on HDI through capital
expenditure. Williantara (2016) the ability of PAD, DAU, and DBH to finance Capital
Expenditures does not affect HDI achievements. However, the Special Allocation Fund
shows results that have a negative effect on HDI. This indicates that the greater the DAK
in financing Capital Expenditures, the can reduce the achievement of HDI. Kurniasari's
research (2021) PAD and DBH directly or indirectly have no effect on the human
development index, general allocation funds directly or indirectly have an influence on
the human development index. Furthermore, special allocation funds have no effect on
the human development index but have an indirect effect through capital expenditure on
the human development index.
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METHOD

This research includes quantitative research. The population in this study are all
districts/cities in Indonesia. Meanwhile, the sample was taken using a purposive sampling
technique with the criteria of having complete data for ten years (2012-2021) which
includes realization, DTPP, PAD and Realization of capital expenditure, as well as HDI
figures.

Table 1. Descriptive statistics

Variable Min Maks Average D S.td'. Data Source
eviation
Dependent Variable
Human Development Indeks Central Bureau of Statistics

0.550000 0.8400000.685529 0.051163

(IPM) (BPS)

IndependenVariable

Central Government Transfer
Fund(Billion Rupiah)
Pendapatan Asli Daerah
(Billion Rupiah)

Directorate-General of Regional
Fiscal Balance (DJPK)
Directorate-General of Regional
Fiscal Balance (DJPK)

2.610000 22.82000 8.703524 3.467782

0.020000 13.37000 1.427326 1.552135

Moderating Variable

Capital Spending 1515070 2.9597972.336102 0.208484 Directorate-General of Regional

Fiscal Balance (DJPK)

Total Observation Data 4.140 4.140 4.140 4.140

This study uses panel data covering regencies/cities throughout Indonesia in the 2012-
2021 period (ten years). Sources of research data were obtained from publications from
the Central Bureau of Statistics (BPS) and the Directorate General of Fiscal Balance
(DJPK). Descriptive statistics for the research data can be seen in Table 1. The total
number of data observed in this study was 4,140. As stated in the table, the average value
of the Human Development Index (IPM) for all districts/cities in 2012-2021 is 0.686 with
the lowest score at 0.550 and the highest score at 0.840. Data on central government
transfer funds (DTPP), the average value is IDR 8.703 billion with the lowest value IDR
2.610 billion and the highest value IDR 22.820 billion. Regional Original Revenue (PAD)
has an average value of IDR 1.427 billion with the lowest value IDR 0.020 billion and
the highest value IDR 13.370 billion. For capital expenditure (BM) data, the average
value is IDR 2.426 billion with the lowest amount IDR 0.330 billion and the highest
amount IDR 9.120 billion.

Research Model

Yi-a+f; DTPP;;+f:2PADic+ f3BMirtfnXuic + eir

Information:
Y = Human development index
a = Constant

B1-B3 = Regression coefficient
DTPP = Central Government Transfer Funds
PAD = Locally-Generated Revenue
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LOGBM= capital expenditure (Log transformation)

e = Error

i = district/city sample

t = year sample
RESULTS AND DISCUSSION

Sample Selection

Purposive sampling technique with several criteria was used to select the sample
for this study. The criteria for determining the sample were determined, namely
districts/cities that had complete data for ten years (2012-2021) and data that did not fall
into the standard deviation of each variable were eliminated or data were outliers from
514 to 414 sample districts/cities.

One of the main goals of decentralization and regional autonomy is to facilitate
development in all corners of the country, and to foster political stability and national
unity. This is the basis for the reason that the selection of a sample of districts/cities is the
focus of the implementation of regional autonomy for the purpose of equity.

Regression Model Selection Results

Table 2. Model Estimation Approach Test Results

HO: Common HO:
) AcceptedwhenCross-
Effect Model .
Chow Section F > 0.05
- 0.0000| FEM
Test . . Ha: Accepted
Ha: Fixed .
whenCross-Section F <
Effect Model
0.05
HO: Random| HO: Accepted
Hausman| Effect Model whenVariabel X, F > 0.05
0.0000| FEM
Test Ha: Fixed| Ha: Accepted
Effect Model whenVariabel X, F <0.05

Based on the results of the model selection test above, both regression equation
models use FEM. The results of the Chow test on both models of equations show the
probability value of the Cross-section Chi-square of 0.0000 (smaller than 0.05). Thus, the
FEM model was selected. Furthermore, the Hausman test was carried out on both models.
The result obtained is a random Cross-section probability value of 0.0000 (smaller than
0.05), so the FEM model was chosen. The BP-LM test is not necessary because the results
of the two previous tests are FEM.

Data Quality Test and Classical Assumptions

Test results for data quality and classical assumptions can be explained as follows:

1. Based on the results of the data quality test, namely the data normality test below,
theresult is that the probability value is 0.074016 > 0.05, so the regression model in
this study fulfills the data quality test and the residual data is normally distributed.
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500

Series: Standardized Residuals
Sample 2012 2021

400 - — Observations 4140
Mean 2.80e-19
300 Median -5.77e-05

Maximum 0.031403
Minimum -0.041120
200 4 Std. Dev. 0.009886
Skewness  -0.086105
Kurtosis 2.977007
100 4
Jarque-Bera  5.206949
Probability ~ 0.074016

0 ; N E . :

T
-0.04 -0.03 -0.02 -0.01 0.00 0.01 0.02 0.03

2. Based on the test results below, it shows that the correlation between the independent
variables (central government transfer funds (DTPP), regional original income (PAD),
and capital expenditure (LOGZ)) is less than 0.80, then HO is accepted. Thus, it can be
concluded that there is no multicollinearity problem between the independent variables

in the regression model.
Table 3. Multicollinearity Test Results

DTPP PAD LOGZ

DTPP 1 0.608 0.673

PAD 0.608 1 0.467
LOGZ 0.673 0.467 1

3. Based on the table below, the results obtained from the heteroscedasticity test using
the Glejser test show that the DTPP and PAD variables occur heteroscedasticity, this
is proven by each variable having a probability value of less than 0.05 then Ho is
rejected, while the LOGZ variable does not occur heteroscedasticity with a probability
value greater than 0.05. Thus, it can be concluded that the regression model has
heteroscedasticity. To eliminate the existence of heteroscedasticity, the model must be
treated by means of Cross Section Weight. The model in this study uses the estimation
results of the Fixed Effect Model with the GLS Weight Cross-Section Weight method
so that the direct heteroscedasticity problem can be corrected and the model is free
from heteroscedasticity problems.

Table 4. Heteroscedasticity Test Results
Independent

Variable Prob. Decision
DTPP 0.0000 There is heteroscedasticity
PAD 0.0002 There is heteroscedasticity
LOGZ 0.3015 There is no heteroscedasticity

Hypothesis Test Results

Table 5. Panel Data Regression Results

Variable Coefficient Std. Error  t-Statistic Prob.

C 0.650713 0.002278 285.5906  0.0000

DTPP 0.006760 0.000112 60.48803  0.0000

PAD 0.005018 0.000264 19.00707  0.0000

LOGZ -0.013349 0.001055 -12.65048 0.0000
R-squared 0.977583
Adjusted R-squared  0.975078
Prob(F-statistic) 0.000000
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Based on table 5 above, the variables of central government transfer funds (DTPP)
and local revenue (PAD) partially affect the human development index, with the
following explanation:

1. The first hypothesis states that central government transfer funds have an effect on the
Human Development Index. This can be proven by the Tcount value of 60.488 which
is greater than Ttable +1.960 with a significance value of 0.000 <0.05 so that it can be
concluded that HO is rejected and H1 is accepted.

2. The second hypothesis states that local revenue has an effect on the Human
Development Index. This can be proven by the Tcount value of 19.007 which is greater
than Ttable +1.960 with a significance value of 0.000 <0.05 so that it can be concluded
that HO is rejected and H2 is accepted.

Only the capital expenditure variable has no effect on the human development index
(LOGZ). Meanwhile, all of the independent variables have an effect on the human
development index with a Prob(F-statistic) whose value is less than 0.05. The last is the
test of determination, namely by looking at the Adjusted R-squared value. The results of
the study show that the Adjusted R-squared is 0.975078, which means that the variables
of central government transfer funds (DTPP), local revenue (PAD) and capital
expenditures together can explain the human development index of 97.50%, while 2.50%
is explained by other factors. The following is an explanation of the results of the
moderation significance test:

1. The third hypothesis is that capital expenditure moderates the effect of central
government transfers on the human development index. Here are the test results:

Table 6. Capital Expenditure Significance Test Results

Moderate the Influence of Central Government Transfer
Funds on the Human Development Index

Variable  Coefficient Std. Error t-Statistic Prob.

C 0.540491 0.005072 106.5666 0.0000
DTPP 0.021412 0.000591 36.20166 0.0000
LOGzZ 0.031096 0.002192 14.18499 0.0000

X1*LOGZ -0.005474 0.000241 -22.69794 0.0000

From the table above it can be seen that the interaction of DTPP*LOGZ with a
Tcount value of -22.697 is greater than Ttable +1.960 with a significance value of 0.000
<0.05 so that it can be concluded that HO is accepted and H3 is rejected.

2. The fourth hypothesis is that capital expenditure moderates the effect of regional
original income on the human development index. Here are the test results:
Tabel 7. Capital Expenditure Significance Test Results

Moderate the Effect of Regional Original Income on the
Human Development Index

Variable  Coefficient Std. Error  t-Statistic Prob.

c 0.605859 0.004127 146.7982 0.0000
PAD 0.053889 0.002211 24.37174 0.0000
LOGZ 0.024230 0.001779 13.61772 0.0000

PAD*LOGZ -0.015450 0.000860 -17.95705 0.0000

From the table above it can be seen that the PAD*LOGZ interaction with a Tcount
value of -17.957 is greater than Ttable £1.960 with a significance value of 0.000 <0.05
so that it can be concluded that HO is accepted and H4 is rejected.
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Discussion of Hypothesis Test Results

1. The Effect of Central Government Transfer Funds on the Human Development
Index

The results in table 5 show that the Central Government Transfer Fund (DTPP) has
a positive and significant effect on the human development index. These results support
the results of research (Suhyanto, 2017) that if there is an increase in transfer funds, there
will also be an increase in the human development index. In this study, data on central
government transfers is a figure for budget realization so that based on the results of data
processing it is possible to realize an agreement on central government fund transfers
(DAU, DAK, and DBH) to be able to improve the quality of human resources in regions
in Indonesia with an overview of the human development index score, meaning that with
the influence of the realization of money arising from the existence of a development
budget, the Central Government Transfer Fund can generate benefits for the community
because the HDI indicator describes the quality of education, health and welfare of life in
an area. This research is in line with the statement (Nashshar, 2022) that HDI can explain
the condition of the community in enjoying the results of development in the form of
access to education services, health services, and income to live in a region or country.

2. The effect of regional original income on the Human Development Index

In table 5, the results show that local revenue (PAD) has a positive and significant
effect on the human development index. The results of this study are different from
Rahman (2016) that Regional Original Income has no effect on the Human Development
Index. However, this study supports the results of research from Handayani (2020)
Sulastri & Efendri, (2019), Rinanda & Harsono, (2020) which state that regional original
income has a significant effect on the human development index. PAD is regional income
that reflects the level of fiscal independence of a region. With PAD Human development
has a goal of advancing a country, where good quality human resources will help the
country maximize all available resources to achieve sustainable prosperity.

Human development can be seen from the Human Development Index, which
includes education and health factors. These two factors have an important function in
creating quality human resources so that human development is important because it will
support development in various other sectors. The allocation of PAD for investment in
human capital aims to create quality human resources, so it needs to be a concern for local
governments that the realization of PAD can be spent on investment needs in human
capital. This is done in order to improve the quality of people's lives and to form
productive human resources.

3. The Effect of Capital Expenditure Moderating Central Government Transfer
Funds on the Human Development Index

In table 6, the results show that capital expenditure cannot moderate the relationship
between Central Government Transfer Funds and the human development index. APBD
nationally is divided into 4 (four) main sections, namely personnel expenditures, capital
expenditures, goods and services expenditures and other expenditures. From year to year
the use of transfer funds from the central government to the regions or balancing funds
when viewed from the total APBD expenditure in proportion, capital expenditure ranks
third as expenditure with the largest expenditure value after personnel expenditure and
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goods and services expenditure. The improving quality of regional spending can be seen
from the decreasing portion of personnel spending in the APBD. The smaller the portion
of APBD spending that is used for apparatus spending, the APBD can be optimized to
support other types of spending that are more related to public services such as capital
spending for the construction of community facilities or to support spending that
effectively drives the wheels of the regional economy such as increasing connectivity
with the construction of roads and bridges new. (DJPK, 2017)

4. The Effect of Capital Expenditures on Moderating Regional Original Income on
the Human Development Index

In table 7, the results show that capital expenditure cannot moderate the relationship
between regional original income and the human development index. Ideally, Capital
Expenditure Growth can be an important factor in reviewing increased development in
an area, because positive Capital Expenditure Growth can illustrate the increasing
allocation of funds used by Regional Governments for the construction of public
facilities. Siregar Aroza, (2017). However, the results of the study show that regional
own-source revenues through spending capital used for human capital development
cannot in fact increase the human development index. This is because the human
development index data for the last 10 years has tended to increase even though it has not
reached the target. Sandri ketut, (2016).

Discussion of Hypothesis Test Results

Based on the test results and discussion, it can be concluded that central government
transfer funds, local revenue and capital expenditure simultaneously affect the human
development index. but partially only capital expenditure which has no effect on the
human development index. MRA testing shows the results that moderation in capital
expenditure has no effect on the relationship between central government transfer funds
and regional own-source revenues on the human development index. This can be
explained by the fact that in the implementation of fiscal decentralization and regional
autonomy, the expected results with large transfer funds have not yet had an impact on
people's welfare, the indications of which can be seen from the human development index
instrument. This is because the realization of receipts from central government transfer
funds or balancing funds and regional original income is used or spent, with the largest
portion being personnel expenditures and goods or services expenditures. The allocation
portion of capital expenditure realization must be a priority concern for regional
governments because the realization of capital expenditure, the benefits can be directly
felt by the community. This will also automatically increase the human development
index if capital expenditure by regional governments is allocated with the largest portion
each year. Suggestions in this study are that the authorities in the regional government
must always allocate the largest budget or spending for activities with an orientation to
the interests of the community, be it educational, health and other infrastructure related
to public services so as to be able to have a positive effect on human development
sustainable. In addition, suggestions for future researchers are that in future research it is
hoped that they can examine specifically each expenditure function that also influences
the human development index besides capital expenditure.

Journal of Business, Social and Technology, Vol. 4, No. 1, January 2023 40



Effect of Fund Transfer, Revenue on Development Index as Moderation Variables

BIBLIOGRAPHY

Ananda, R. (2018). Implementasi Kebijakan Transfer Daerah Dalam Meningkatkan
Pembangunan Nasional (Case Study: Kepemimpinan SBY dan JKW).
http://repository.umsu.ac.id/handle/123456789/11074

Favian, N. (2020). Dampak Penerapan New Public Management, Model Pelaporan
Anggaran Kinerja Pada Lembaga Pendidikan Sma Di Wilayah Kota ....
http://repository.stei.ac.id/id/eprint/1861%0Ahttp://repository.stei.ac.id/1861/5/
BAB IV.pdf

Harahap, S. S. (2018). Teori Akuntansi. Journal Accounting, 53(9), 1689—1699.

Hartati, S. (2020). Penerapan Model New Public Management (Npm) Dalam Reformasi
Birokrasi Di Indonesia. Jurnal MSDA (Manajemen Sumber Daya Aparatur), 8(2),
65—84. https://doi.org/10.33701/jmsda.v8i2.1293

Mahadiansar, M., Ikhsan, K., Sentanu, . G. E. P. S., & Aspariyana, A. (2020). Paradigma
Pengembangan Model Pembangunan Nasional Di Indonesia. Jurnal Ilmu
Administrasi: Media Pengembangan llmu Dan Praktek Administrasi, 17(1), 77—
92. https://doi.org/10.31113/jia.v1711.550

Nashshar. (2022). No Title. Pengaruh Dana Alokasi Khusus Terhadap Indeks
Pembangunan Manusia Dengan Belanja Modal Sebagai Variabel Mediasi, 7,
255-270.

Parker, L. D., Jacobs, K., & Schmitz, J. (2019). New public management and the rise of
public sector performance audit: Evidence from the Australian case. Accounting,
Auditing and Accountability Journal, 32(1), 280-306.
https://doi.org/10.1108/AAAJ-06-2017-2964

Rinanda, T., & Harsono, S. (2020). Pendapatan Asli Daerah (PAD), Dana Alokasi Umum
(DAU), dan Dana Alokasi Khusus (DAK) terhadap Indeks Pembangunan manusia
(IPM) dan Pertumbuhan Ekonomi (PE) melalui Pengalokasian Anggaran Belanja
Modal(Studi Empiris pada Pemerintahan Kabupaten/Kota Provins. Jurnal
Ekonomi Hukum & Humaniora, 1(1), 18-36

Sari, M. P. (2022). Homework Publikasi Paper. September.

Sari, S. P. (2019). “Pengaruh Belanja Pemerintah Daerah Terhadap Indeks
Pembangunan Manusia Di Kabupaten Enrekang Provinsi Sulawesi Selatan.” 1—
66.

Suhyanto, O., Juanda, B., Fauzi, A., & Rustiadi, E. (2020). Pengaruh Dana Transfer Dana
Desa Dan Pad Terhadap Indeks Pembangunan Manusia Di Provinsi Jawa Barat.
EKUITAS  (Jurnal  Ekonomi  Dan  Keuangan),  4(3), 285-305.
https://doi.org/10.24034/j25485024.y2020.v4.13.4478

Sulastri, E., & Efendri. (2019). Analisis pengaruh Pendapatan Asli Daerah (PAD), Dana
Alokasi Umum (DAU), Dana Alokasi Khusus (DAK) dan Dana Bagi Hasil (DBH)
Terhadap Indeks Pembangunan Manusia (IPM) (Kabupaten/Kota di Seluruh
Provinsi Di Kalimantan Tahun Anggaran 2015-2019). Keywords in Qualitative
Methods, 1-12. http://info.trilogi.ac.id/repository/assets/uploads/AKT/bO6c¢ca-
jurnal_evi-sulastri 17116021 final.pdf

Copyright holder :
Sabda Alam, Binsar H Simanjuntak (2024)

Journal of Business, Social and Technology, Vol. 4, No. 1, January 2023 41



Sabda Alam, Binsar H Simanjuntak

First publication right :
Journal of Business, Social and Technology

This article is licensed under:

) L:

Journal of Business, Social and Technology, Vol. 4, No. 1, January 2023

42



