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Preface

ndergraduate and master’s students are required to write a

thesis involving a scientific research in order to complete their

degree. Such a task is carried out under the supervision of the
lecturers and professors who are experts in the fields being researched. The
research and writing process have been completed in order to achive the
best results as good sereach papers.

The purpose of this monograpfh is to compile among the best papers
written by those students and provide examples of the research reports by
undergraduate and postgraduate students in accounting discipline.
Various topics are presented, from environmental issues to corpotate
performance, and from fraud to culture issues at government institutions.
Theare are also research that compare the data of Indonesia and
neighbouring coutnies.

Completed in relatively short time and limited funding as the
requirement of their degrees, limitations in certain areas, such as theoretical
framework, data sampling, methodological amd writing issues, are
unavoidable. Nonetheles, such ciscumstances and the selection of the
issues, make it suitable for this monograph to be used as a reference where
research limitations need to be discussed in related courses, such as
Research Methodology and Statistics for Business Research.

N LRI N7 T T ] B TR ] i ]

Scanned by CamScanner



Contempora
i porary Accounting Resf‘ﬂrch

The instructors/lecturers can assign their students to perf
0

% sy e r
their research capabilities. Students ¢ m 3

critical review within an alsg Use

divered topics of this monograph and choose the one(s) suitable fo, : the
own. Since these reseach were conducted by previous sty dents, the
students may relate better to their own cases. By doing so, stude
learn from the previous research and improve their kanledge and

conducting a better research and write better papers to pe publi

hei;
nts Mg

S §
reputable journals, hed iy,
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/Chapter 5

flypaner Effect of Regional Expenditures and It's
Impact to The Level of Regional Financial

Dila Anjelika’), Rindu Rika Gamayuni, Yenni Agustina Department of
Accounting, University of Lampung “email: dilaanjelikaliu@gmail.com \

ABSTRACT

he objective of this research is to identify the flypaper effect of

regional expenditures of country and city governments in

Indonesia and it impacts on the level of regional financial
independence. The population used in this study is country/city of
Indonesia for the period of 2014-2016. Samples were obtained are as much
252 country/city in Indonesia. Analysis of data used in this research is to
test the classical assumption and hypothesis testing with multiple linear
regression methods. The results found that own-source revenue and
unconditional grants have the positive effect on regional expenditures. The
Coefficient value of unconditional grants much bigger than the own-source
revenue and both of them showing a significant result, this thing shows
flypaper effect has already happened on the regional expenditures in
Indonesia. The regional expenditures also effect on the level of regional

financial independence in Indonesia.

Keywords: Flypaper Effect, Regional Expenditures, The Level of Regiona|

Financial Independence.
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A ]ntruduCti’-’“
of regional autonomy in Indonesia began wity :

: tation
The implemen w No. 22 of 1999 (later revised into Lay, _ I

implementation of La n

rmment and Law No. 25 of 1999 (later reviseq i
E N

1) on local gove ; :
of 2004) 33 of 2004) regarding the financial balance }, i in
e

Law - Law Number : 1 ‘ : ;
nt. Through regional autonom . ey
central and local governme gnreg Y: the regmnsn

only implement the instruction given by the central government but 4
Jemand the development of creativity and innovation of Potentiy| Elr:E
that are less than optimal before the implementation of autonomy. .

In the current era of autonomy, it is expected that the regions becor
self-sufficient in the management of their authority, which is markeg by the
strengthening of fiscal capacity or regional PAD and reducing fra;mﬂ
funds from the center. Hines and Thaler (1995) in GoeminneStijnct il

(2017) says:
"Grants to be equivalent to an increase in income that inhabitants should spend
analogously to an increase in income. "

In other words, transfers should encourage governments to increase
public spending in line with increased regional revenues. However,
transfers are confronted with a common phenomenon in supporting the
success of regional development in that there is an increase in regiona
expenditure in line with increased transfer funds from the government, 50
the gr anting of such transfers results in ineffectiveness in financing l‘egic’“a[
expenditures where the greater expenditure response to transfers, hent
the phenomenon called flypaper effects (Hamilton, 1983; Hines and Thaler

1995; Melo, 2002).
he

Phenogi::;nng frofm the background, this research is to analyze whet‘her :he
fmplementatigno f ﬂy'l.mp er effect on Regional Expenditure n
autonomy is o h.c:, Il‘egmnal autonomy. Ladner et al. (2016) say thﬂ_t .
ji'ldepel-lde”c I8Ny valyed feature of good governance". Regional l:II'le':i §
the Criterja ED;? af" be seen from the ratio of PAD to total revenue. Baie] -
indepen it Independence Jevel according to Halim, the lelow.
regency / city government in Indonesia is stil very

I Lt:lfl'”‘
ciﬁJ

y
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Table 5.1 Level of Financigl Independenc, of Local Governmeny

[ Independence Financial Capabiliey

i Relationshjp Pattem :
— 095 Vel .

i : —1—_ Instructive ;
® 25-50 Low Cﬁl“ll]l'lti\'-{: =
o ?J’ﬂili }:} : _lnu:tl‘i;e](lmtf_: e b l’arlit_ip;:mry -

o~ 15h Delegaie
__c;uxe: Halim, 2004

Achievement of independence of a re
the community. Based on
entitted "Flypaper Effect on R
Level of Regional Financial In

gion will im
the descript
egional Expe;

dependence".

Prove the welfare of
10N above, this research jg
tditure ang It’s Impact ¢ the

52 Review of Literature
The Agency Theory
According to Lane (2003)

Organizations, it states that modern democr
principal-agent relations. In re]
government ig seen

legislation i Implicit]

agency theory can pe applied in public

acy is based on a serjes of
ation to this research issue is that
as a principal and loca]
Y a form of contr
The regulation st
Ved in the gove
Manifestation of agenc
€ eXercise of the
Vernmen shall ¢
Allmation Fundg (
Regiona] Secy;
as an ag&nt),

- ,n‘E PUrpose of the establishment of these regulations is the
mel":ﬂﬁnn

. of the existence of the era of regional autonomy, namely for
eqllltable deve

fe
'opment. In practice, however, most areas get the transfer

the central
government as agents, and
act between principal-agent.

: ates all the obligations and rights of
Invo]

'nment. One of the rules that are
y theory
authority

the parties
explicitly a
is Law no. 33/2004 which affirms that for
of the Regional Government, the Central
ransfer the balancing funds, comprising the General
DAU), the Special Allocation Fund (DAK), and the

On of tax and non-tax Revenue to the Regional Government

y
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i urce of funds for ™
from the P"i“‘?ipa] g EHE RSO °f agents y, o
PR Jna]
day-to-day activities. Tog I
Flypaper Effect
The term flypaper effect was first introduced by Courang, y
. ' A
o (1979) o articulate Arthur Okun's (1950) thining y i
] . i at il
<ticks where it hits", So far, there is no equivalent of the Worg E Moy,
;ffect" in Indonesian sO the word is written as it is withoyt bt ﬂ}rp"'P[:,
i ni-'.[;“&
4

(2015) in [nayati (2017) argue that the flypape _
a regulation in public finance st i:eﬁm i;,
ents to spend higher transfers th; olds |

Vegh and Vuletin
widely documented as
of local governm

: Slﬁ'elrm,nE

their oW1
Own-Source Revenué
mber 33 of 2004 regarding Financial Balance,

: it is sty
Revenue, hereinafter referred to as PAD

Based on Law Nu
that the Own-Source i
obtained by the area collected by Regional Regulation in accordance wiﬂ;
the laws and regulations.

Unconditional Grants

According to Rosen (1999: 497-500) and Boex (2001: 7) in Afrizawati (201
unconditional grant is a transfer granted by the central government to Inca.l
governments without any specific requirement, meaning that locl
governments can be using the transfer in accordance with the interests o
the relevant area without any specific restrictions set by the cenird
government. According to Brojonegoro and Vazquez (2005: 1%
unconditional grants in Indonesia are in the form of General Allocalien
Funds and Revenue Sharing Funds.

Regional Expenditure

ture is @ region?
Meaﬂ“’hﬂe_'
at regi?™
afEd ](ﬂlfli'

According to Law no. 58 of 2005, that regional expendi
gﬂ.va?r nment liability recognized as a deduction of net worth:
Minister of Home A ffairs Regulation No. 13 of 2006 states th
expenditure is an estimation of local expenditure expenses alloc

y
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Flypape
ably to be relatively enjoyed by all community groups without

and equit L . _
tion, especially in the provision of public services,

disﬂ‘imma
P giunﬂl Financial Independence
The definition of regional finance as contained in the elucidation of article
156 paragraph (1) of Law Number 32 the Year 2004 on Regional
Gm;gm[ﬂ&ﬂl‘ 1s:

"Regional finance is all rights and duties of the region that can be assessed with

money and everything in the form of money and goods may be the property of the
region il connection with the exercise of such rights and obligations ".

Regional financial independence (fiscal autonomy) demonstrates the
ability of local governments to finance government activities, development,
and services to communities that have paid taxes and levies as a necessary

source of income.

5.3 Research Methods

Types and Data Sources

The data used in this study is secondary data. In this study, the data used is
the realization of APBD data and published on the website of Directorate

General of Fiscal Balance Ministry of Finance.

Population and Sample

The population in this study is all local governments in district'sX cities in
Indonesia, While the selection of samples in this stucf}’ ufsmg cluster
Sampling and purposive sampling method. Cluster sampling 1:1: dm;:d:;r
dividing the population into several groups then Taﬂdiﬂ‘l}; t;i. o
{Hartonu, 2015). In this study, the samples taken nfvfere 5Dr'r=tf'en e
Number of districts / cities in each province Wthh. was ; e i
fandomly, Furthermore, from several random samples will be re

i ' : 1 iteri ed i
usmg Hitposte Sﬂmpimg method with criteria select |
established region duri

n the form of:

ng the studly
REgEnCy /City that is not a new Or
Period,
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O
e | (
7. The district/ municipality ‘c-’m’erm?m;t 135 data on Ap
i puhlish'-‘?d on the \,?rr-:lbmte of the .11er:tf:rrate GE'TEr;;,I Eﬂllzah.
sl e Ministry of Finance respectively in 20 4201 Of p ;e
dle 16, %
Independent Variable
The independent variables in this study are [ocq Fevey,

. 3 i i =10
inconditional grants (X;) and local exgendm.:re (Y) into fnd: ey
variables when influencing the level of regional financia| indep it P&nd%

[ Nee
1 The Original Revenue is measured as follows: )
Own-source revenue = Local Tax + Loca] Retribyy;
On

Management

Result Regional Property separated + Qther
Legitimate PAD

9 Unconditional Grants are measured by the amount of DAU ang DBy
on realized APBD.

Dependent Variable

1. Expenditure Area

Expenditure Spending Area can be seen from the total Expenditures for

each district / city that comes from data on the Budget Realizatin
Report in the expenditure post as follows:

Regional Expenditures = Operating Expenditures + Capital
Expenditures +

Unexpected Expenditures

The level of Regional Financial Independence is measured as follows:
Own Source Revenue
Total Revenue

x 100%

Data Analysis Method Data

il
- e ; : sump™
Analysis used in this research is descriptive statistics, classical 2°

s 0
; . ) gisting
test, multiple lincar regression analysis, and hypothesis test conl

y
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ficient of determination test, simultaneous significance tegst test of
CO;*Uiduﬂl parameter sign ificance, and different f-test,
in 1

The following is the statistical model used in this study.
L

BD =G+|3|PAD+[32TTB+E
TKKD=a+?)qBD+E

54 Resultsand Discussion
Descriptive Statistics

1 The level of regional financial independence (TKKD) in 2014-2016
shows an average value of 0.1043, the lowest independence is 0,00 that
is in Arfak Mountains Regency 2014, while the highest level of
independence is 0,82 that is in Badung regency in 2016.

2. Own-Source Revenue (PAD) in the year 2014-2016 shows average value
Rp205.027.470.828, with the lowest original revenues of Rp449,689,240
in Arfak Mountains in 2014, while the highest local revenue of
Rp9,883,776,583,275 is in Klungkung Regency in 2014.

Table 5.2 Descriptive Statistical Test Results

N Mirnnuun Ao Mean Sul. Devianon
PAD 76 MOGROZI0  O.883.776.588.975 205027170828 520.778.131.139
B 73 OR004.0935.000 30500600 286,600  886.000.725.642  2.545.880.630.508
BD 736 139.358.165.115 75.180.827.170.388  1309.449.475.301  3.466.81 1108862
TEKD Tt 00 89 03 0707
Valid N L
(listwisc) fab
3. Unconditional grants (TTB) in 2014-2016 shows the average
RPSBS.QUU.?ZS.&IZ, with the lowest unconditional transfe{r;
. ii 14,
Rp98.994.935.094 that is in the District of Kepulauan Merantlﬁlll)';:j 201
' 50.5 is 1N
While the highest unconditional transfer of Rp50,501,690,286,
o Vest Seram District 2014.

! £ f
Regional Expenditure (BD) in 2014-2016 shows the average 8"’;2:1;’5
Rp1'399-449.4?5.301, with the lowest expenditure of Rp159.355.10.

|
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Conte v
mpﬂrﬂ’y ACEUL‘”“ I
Sl
GI‘

; . ; 4
1k Mountains in 2014, while the regiona] Speng ,

n .‘il‘ft G
pﬁ};gg,szzd-?’ﬂ&ﬁﬂ that is in I(Iungkung o

ing
L]
amount of R

h.

5.5 Discussion of Research Results

This study has passed the classical assumption test that g i
' eroscedasticity, and autocorrelation, Furh iy I
e

multicollinearity, het - |
is known to test results Ore,

the first regression model
Jetermination shows the value of adjusted R? of 0.902 b,

regional expenditure influenced independent variables, whjje
9.8% influenced by other variables not included in this regresg

, fﬂ]_‘ m :._l_

. : i'l.'.'ln M
Then for the second regression model is known to test the ¢qe fﬁ':jt‘n:l[--

determination shows the value of adjusted R? of 0.275 meang 275% 4,
level of regional financial independence influenced independent variab]E:
while the remaining 72.5% influenced by other variables not included |,

this regression model.

Based on F-statistic test results in the first regression model shows ik
F calculated value of 2793,092 shows a larger value of F table of 3.011 with:
significance level of 0.000 below 0.05. This shows the regression madelin
this study can be used because all independent variables significantly
influence the dependent variable. Likewise in the second regression modl
F-statistical test results showed the value of F arithmetic amounted
232,098 shows a larger value of F table of 3.857 with a significance level o
0.000 below 0.05. It shows the regression model in this research can be used
because the independent variable has a significant effect on the dependet
variable.

Hypothesis

1. Test Individual Parameter Significance Test ('['estStatistic t) .
Statistical test t conducted to determine the level of gignific b
influence between each independent variable [0 the dt‘}i"::ﬂ_“_
variable. This test is performed at a 95% confidence level 0% H.idq.ble.-'
the  significance value t<0.05 then the indcpendeﬂl .W]ll
individuaﬂy affect the dependent variable, otherwise if the sk n

o i
ance ol

-
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e t > 0.05 then the independent variable individually does not
:?fect the dependent variable.

Table 5.3 H ypothesis Test Results Regression Model 1

g Unstandardized Standardized
Model Coellicients Coellicients l Sig.
B Std. Error Bela
(Constant) 1.523 A6 3.416 001
1 PAD 133 006 A47  21.655 000
T B37 019 H97  43.598 000
a. Dependent Variable: BD
Table 5.4 Hypothesis Test Results Regression Model 2 |
U nstandardized ALK i:lu.:hm
Mkl o Coellicients ; i,
£ Stel. Frror Beta
(0 ompstaanath -3 ] 37 | BT SlGaGL7 D000
! 141 [ A4 20 1.5.235 D00

i Dependent Varable: TRKD

2. Differences T-Test

Differences T-Test in this study compares the average value of local
revenue derived from the region itself (PAD) with local revenue
derived from the transfer of unconditional (TTB).

Table 5.5 Test Results of Different T-Test

Levene's Test [or o
Equality of i-test for Equality of Means
Variances :
B F Sie L dl Sig. (2-tailed)

Local

revenye

hy 2 g gy =g - ri 2% J’ "”

Equal vanances 174.316 0on -31.789 | 2210 I

assunmed

Equal vaniances

ol assumed
urces: Data collected.

51,780 732769 200

A
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The Influence of Own-Source Revenue to Regional Expeng; ures

Based on the results of the variable testing of own-source revenyg
has a beta value of Unstandardized Coefficients B of 0.133 indicating : )

s th
own-source revenue (PAD) has a positive effect on Regiona] Exr.}en(?.t the
and a significant value of 0.000 is smaller than 0.05. The results ﬂ;t“;e

L c i E

hypothesis show that the own-source revenue of the region has , Posit;
effect on regional expenditure. The results of this study SUpport ﬂ':e
research conducted by Erlina and Nur (2017), Iskandar (2012) whjc}, vae:
that the Own-Source Revenue has a positive and significant impact gy the
Regional Expenditures.

The Influence of Unconditional Grants to Regional Expenditures

Based on the results of variable testing of unconditional grants (TTB) has 5
beta wvalue of Unstandardized Coefficients B of 0.837 indicates that
Unconditional Grants have a positive effect on Regional Expenditure and 4
significant value of 0.000 is less than 0, 05. The results of the hypothesis
show that unconditional grants have a positive effect on regional
expenditure.

The results of this study support the research conducted by
Maimunah (2006) and Iskandar (2012) shows unconditional grants havea
positive and significant impact on the Regional Expenditures.

Analysis of Flypaper Effect on Regional Expenditure

Based on the test results in hypothesis the 1st and the 2nd hypothesis
between local revenue (PAD) and unconditional transfers (TTB) to regiona!
expenditure in Indonesia shows that PAD and TTB have a positive effect 0°
local expenditure, this TTB is more dominant in financing I‘Egj““‘ﬂ
expenditure, it can be seen from value of coefficient of TTB (0,837) big‘g’?r
than coefficient value of PAD (0,133) and value of both significant; this
result indicates that happened fypaper effect at local Expgnditt.lf
Indonesia. The occurrence of the flypaper effect on regional expendituﬁ ‘
Indonesia is reinforced by different test results of a t-fest, which indical”
there is an average difference between the number of un::ﬂﬂd"tjﬂﬂi
transfers (TTB) sourced from the central government with reventt

-
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ced from the region itself (PAD). These results provide empirical
”Du jence that there has been a flypaper effect on the district/ city spending in
T;:Iﬂ nesia. The results of this study support research conducted by Inayati
- and Amalia (2017) which proves that most districts/cities in
jndonesia €Xp erience flypaper effect.

The Influence of Regional Expenditures to Regional Financial
[ndependence

Based on the results of the variable testing of Regional Expenditure (BD)
has a beta value of Unstandardized Coefficients B of 1,046 indicates that the N
Regional Expenditure has a positive effect on the Regional Financial
Independence and significant value 0.000 less than 0.05. The results of the
hypothesis show that the Regional Expenditure has a positive effect on the
level of Regional Financial Independence. This result study is inline with
Gamayuni (2018), stated that Local Expense has significant effect on
autonomy ratio. The bigger local expense, the more independent local

government is, or more able to fund governmental activity, development,
and service for community.

This means that despite the phenomenon of flypaper effect on regional
expenditure, but in this study is not proven to cause independence of an
increasingly declining region. This in fact proves that the overactive
attitude of local governments to the importance of transfer. The increase of
transfers is addressed by local governments of districts/cities in Indonesia
by raising the PAD excavation. The results of this study also indicate that
inconditiong] grant acceptance is not a substitute for the collection of
éVenue from the region itself (PAD).

The use of effective and efficient transfer funds to Improve facilit_ies

" infrastryctyre required by the local government SO that people feel

“tsfed impact on the productivity of the industrial sector increased and

STerate Maximum local revenue (Sari, 2015). This stu i

Ip ?’ﬂntc.;'g {2[}14] statement that the increasc in transfer bmjiereoiona[
505 is not g problem if it is supported by i

3 - . v I
is superior. The increase In transfer fu

dv also reinforces

the qualit}-'
ds is in line with an

T 1
Pend.mg that

—d
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increase in spending excellence such as Capita] i
;- iy i Iu
- ribute substantially to loca r ; Feg

ultimately contribute substantially evenue, T, or thy

ion increases then the area can be said ¢ i
the region increases the : aid to be indepep,

5.6 Conclusion and Suggestions

Conclusion

Based on the purpose of this study it can be concludeq ¢

hat
g
effect is a phenomenon when the local government in term

. 5 of Einan;?f *i
spending more funded from the transfer than jte OWN incope, Fro,
result of data analysis that has been done, hence can be congygy, ;
happened flypaper effect at the expenditure of regency/city in fnq ones;
the year 2014-2016 which is shown from a value of coefficient of trangty
bigger than coefficient value of PAD to expenditure area zpq bt
significant. But in this case not proven to cause independence of a
increasingly declining region. This is dye to the fact that the Provision f
transfers is relatively larger and is followed by an increase in sub-nations
spending, but if supported by a superior quality of regional spending thi
will ultimately contribyte substantially to local revenue, Regiond
acceptance increases, then the area can be said to be independent. Tr
results of this study provide evidence that grant receipts are "l'f
unconditionally - substituted for local revenue collection efforts am:
illustrate that local governments in Indonesia are generally quite good ﬂ
managing existing transfer funds so that this large transfer can impro

' : . p ; is still iné
independence regional finance in Indonesia which in this case is
very low category,

Suggestion

Based on the resulig of the

1ggests B
above research, the researcher sug
suggestions, among ofhers: A

I
e ,mn]
I. Fo local j_[twuj'jun(;n[, i C o

' s L‘.‘{]}U(.'U_‘(l lo increase Lhe Ei[-lll(l.‘".-{mll'l s v |
O a higher leyel 50 that (he provision ol unconditional im i |
Improve the leve] of regional financial independence 0 Trdlop

15 stll in o very low Calegory,
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(he next researcher, it is expected to add other
L I;Gr-mplicaljons ol the occurrence of flyp
(hel

aper eflect, |
be studied and also expand the study perod (o be g
o

variables regarding
nerease (he sample '
tdied,
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