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Abstract: Measuring the Impact of General Allocation Funds, 
               Labor and Government Expenditures on Economic  
               Growth 
This study aims to analyze the effect of General Allocation Funds, Labor and Government 
Expenditures on Economic Growth in East Kotawaringin Regency. The research method used 

in this research is a descriptive-quantitative research approach. The analytical tool used in 

his study is multiple linear regression with the t test, F test, and the coefficient of 
determination test. The results of this study indicate that partially the variables of the 

General Allocation Fund and Government Expenditures have a significant effect on Economic 
Growth in East Kotawaringin Regency. While the Labor variable does not have a significant 

effect on Economic Growth in East Kotawaringin Regency. Simultaneously, the variables of 
the General Allocation Fund, Labor, and Government Expenditures together have an effect 
on the Economic Growth variable. The implications of this research include, among others, 

to encourage the economy of East Kotawaringin Regency, the general allocation fund should 
be increased for the advancement and improvement of economic growth as well as 
improving the quality of the Laborforce   in the East Kotawaringin area. 

  
Keywords:  Economic Growth; General Allocation Fund; Government Expenditure; Labor 

 

INTRODUCTION  

Economic progress that takes place in an area can be seen from the existing 

economic growth by measuring the level of comparison of gross domestic product from a 

specified year compared to the previous year (Suindyah, 2011). A country can be said to 

be facing economic development, namely if there is an increase in real GNP (Tutupoho, 
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2019). In the system of increasing real GNP, a country certainly needs an economic 

development that is accompanied by income distribution, poverty alleviation, and 

unemployment, as a result where economic development can be said to be increasing 

economic development. Not only that, the existence of an increasing economic 

development also causes more and more public parties to participate in enjoying the 

economic development. The economic growth of a country or a region that continues to 

show improvement illustrates that the economy of the country or region is developing well 

(Amin, 2007). The existence of a perfect economy can lead to stable price conditions so 

that there are greater job opportunities for every unemployed person. But the fact is that 

in a region's economic situation, it usually faces an unstable situation. The economy cannot 

develop continuously indefinitely, meaning that economic life may be marked by an 

instability within a certain time span, and cause economic activity to suddenly decline, 

which is then followed by a turning point or high point or what is commonly called the 

momentum of the economy upper turning point (Dong and Fan, 2020; Saputri and Anwar, 

2019). 

Economic growth is one of the indicators which is very meaningful to identify and 

assess the results of the development carried out, especially on the economic side. The 

basic dimensions of a successful development, as well as the results of economic growth, 

can later be felt by the community in general, to the bottom layer, where the process uses 

government intervention and the existing free market system (Acheampong et al., 2021; 

Arina et al., 2021; Cooley and Prescott, 2021; Kotz et al., 2021; Mose, 2021; Su et al., 

2021). 

In previous research, Wardani (2021) said that districts or cities in East Java have 

not described good economic growth, because not all areas in the city/regency have 

adequate economic growth, and income levels are not evenly distributed as a whole. For this 

reason, nationally, East Java Province cannot be said to be a Regency/City that has 

succeeded in distributing its income. To encourage more accelerated economic growth,  

Fathur (2021) states that the state must be able to facilitate various regulations and 

deregulations that are able to support economic activities. For a developing country, such as 

Indonesia, the rapid flow of capital is a good opportunity to get investment to drive the 

economy, where the process of economic formation that is being carried out in this country 

is a sustainable effort that can be expected to create a prosperous and just nation. 

according to Pancasila. Where, to achieve these goals, efforts are made in the national 

development process to focus on economic development. Economic development is not only 
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the main task and function of the central government and even nationally, but more than 

that, it can be a barometer for each region to carry out development from the lowest level 

to the center. This is because the economic development of a country is also influenced by 

economic developments in the respective regions. Therefore, the economic development of 

a region/region can become a very important concern and is not only prioritized for local 

governments, but also in the central government (Brilyawan and Santosa, 2021). 

One of the instruments for carrying out development is the ability of local 

governments to manage potential existing fiscal capacity (Aldama, 2018; Auerbach and 

Murphy, 2020; Dweck et al., 2020; Enami et al., 2019; Halimanjaya, 2019; Lee, 2019; 

Luka, 2019; Ogbuagu and Ewubare, 2019; Puig et al., 2019; Zhou and Xie, 2019). This has 

been attempted by the East Kotawaringin Regency government, through the management 

of the General Allocation Fund (GAF). Growth and total realization of funds or general 

allocation costs Kab. Kotawaringin Timur, which is the largest general allocation fund in 

Central Kalimantan Province, however is uncertain in nature, this is due to spending and 

other income factors. In reality, the general allocation fund for the East Kotawaringin area 

of Central Kalimantan Province, experiences periodic fluctuations that affect economic 

development, labor and realization of state expenditures.  

Figure 1. Economic Growth of East Kotawaringin Regency in 2005-2019 

   

 Source: BPS Kotawaringin Timur Regency, 2020. 

The level of economic development achieved by a country can be measured or seen 

based on the development of its real national income. East Kotawaringin Regency is a 
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district whose economy is quite advanced from all districts in the province of Central 

Kalimantan, although it is also inseparable from various obstacles and challenges in the 

process of economic development. Various problems of poverty, unemployment, low 

capital, to the low quality of human resources. Therefore, various economic development 

policies are continuously pursued to achieve optimal economic development. The economic 

growth of East Kotawaringin Regency has been quite volatile in the last 15 years. The 

economic growth of this area reached 5.61 percent in 2005 and increased to 7.16 percent 

in 2019. It seems that the regional economy tends to increase from year to year. 

Optimal economic development can be linked to economic policies that can be used 

as guidelines for regional economic policies, which have reviewed the implementation of 

their policies, so that regional policies will be optimized related to the strategic situation and 

condition of the population in an area, by looking at the advantages and disadvantages. 

existing natural resources. Indirectly, sustainable economic development can be directly 

carried out as a form of support for the regional economy, which continues to be pursued as 

a priority for national development in general, such as education, health and others. This is 

institutional and very beneficial for the economic growth of a region (Al-Qudah et al., 2021; 

Ehigiamusoe and Samsurijan, 2021; Gruzina et al., 2021; Langroodi, 2021; Pradhan et al., 

2021; Pulido-Fernández and Cárdenas-García, 2021; Stokan et al., 2021).  

Economic development can be carried out by encouraging the lower class or poor 

people, through public policy policies that lead to the correction of market failures that have 

occurred so far, so that existing economic development can contribute effectively to growth 

and poverty reduction, so that in the end the resulting economic growth can create new and 

more inclusive jobs (Kustanto, 2021). In addition to carrying out development with public 

policies, of course, it can also be pursued with economic empowerment programs with the 

support of the government's priority programs for national economic recovery. The novelty 

of this research is that the government's fiscal capacity and government spending become 

new variables, to see how far these variables affect economic growth. 

LITERATUR REVIEW 

According to Zhang et al., (2021) According to classical economists, there are four 

factors that influence economic growth, namely population, total stock of goods and capital, 

land area and natural wealth and the level of technology used. Population growth is related 

to economic growth which is viewed as a factor of production, an increase in population will 
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increase the number of the labor force. The more the Laborforce   (labor) the more 

productive the productive force will be, so that it will increase production. In addition, high 

economic growth will occur if the free market system works optimally without excessive 

government intervention (Aligica, 2017; Capitalism and Elusive, 2015; Jackson, 2016; Konya 

et al., 2017; Preston and Silke, 2017; Prokopijević and Tasić, 2015; Šíma and Nikodym, 

2015). 

But that is different from Solow's view (in Ball and Mankiw, 2021) that the neo 

classical economic growth model, asserts that economic growth will be achieved if there is 

output growth. Output growth occurs when two input factors, namely capital and labor are 

combined, while the technological factor is considered constant (unchanged). However, the 

condition for achieving real economic growth requires collaboration between a free market 

system with adequate regulations, in other words, invisible hands and visible hands run in 

parallel (Attar, 2021; Ball and Mankiw, 2021; Cooley and Prescott, 2021; Keen, 2021; 

Nikolaos and Tsaliki, 2021; Rumanzi et al., 2021; Spataro and Martini, 2021; W.-B. Zhang, 

2021a, 2021b, 2021c).  

According to Kuznets (in Ongan et al., 2021) Economic growth is an increase in the 

long-term capacity of the country concerned, to provide various economic goods to its 

population. Economic growth cannot be separated from capital or labor and technology. 

Provision of capital resources is very necessary in the implementation of development. This 

source of funds is realized in the form of investment, both domestic and foreign investments 

(Bashir et al., 2021; Boubellouta and Kusch-Brandt, 2021). This is very necessary to support 

economic growth, as well as job opportunities. Investment funds can be obtained from the 

government, the public (private), foreign loans and foreign private investment (Sirajudeen et 

al., 2021). Economic growth is one indicator of a country's economic progress. To pursue 

economic growth, it is necessary to support multidimensional activities which include socio-

economic structural support, as well as all domestic institutions, besides that it is important 

to pursue accelerated economic growth, especially more inclusive growth, which is able to 

reduce income inequality and poverty (Claude, 2001; Furubotn and Richter, 2008; Ménard 

and Shirley, 2014; Rutherford, 2001; Samuels, 1984, 1984; Wagner-Tsukamoto, 2008).  

Regarding government spending, it is very important to realize the desired economic 

growth. The views related to this matter, namely the government spending model in view of 

the Rostow (2021) This model connects the development of government spending with the 
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stages of economic development which are distinguished between early, intermediate, and 

advanced stages. At the beginning of economic development, the percentage of government 

investment to total investment is large because at this stage the government must provide 

infrastructure such as education, health, transportation infrastructure and so on. In the 

middle stage of economic development, government investment is still needed to increase 

economic growth in order to take off, but at this stage the role of private investments has 

grown. Musgrave argues that in a development process, private investment as a percentage 

of GDP is getting bigger and the percentage of government investment as a percentage of 

GNP will be getting smaller. At a further economic level, Rostow states that in economic 

development, government activities shift from providing infrastructure to spending on social 

activities such as old age welfare programs, public health service programs, and so on. 

(Cerny, 2014; Kandiko, 2010; Kotz, 2002; Mammadov, 2016; Passas, 2017; Peck, 2017; 

Series, 2013).  

But that is different from Keynes’s view (in Bossone, 2021a) that government 

spending can increase employment opportunities, which can be explained from the point of 

view, namely Keynes's theory refuting classical theory. Classical theories put forward their 

view of employment opportunities, namely that the level of output and the equilibrium price 

can only be achieved if the economy is at the level of full employment. Meanwhile, for 

Keynesians, a balance with full employment cannot be achieved through a free market 

mechanism alone, it must be driven by government spending (Backhouse, 2021; Born et al., 

2021; Bossone, 2021a, 2021b; Correa, 2021; Eggertsson and Petracchi, 2021; Nofrianto et 

al., 2021; Olanrewaju and Funlayo, 2021). According to Born et al., (2021) government 

spending can describe a form of government policy. If the government has set a policy to 

purchase a service or goods, then the government's expenditure can represent consumption 

that is able to move the regional economy. Regarding the theory about government 

spending that triggers an increase in consumption, it can be micro or macro (Haini and 

Loon, 2021; Nofrianto et al., 2021; Olaoye and Afolabi, 2021; Popescu, 2021; Samuel and 

Oruta, 2021; D. Zhang et al., 2021).  

METHODS 

To explore the extent of the relationship between variables, the approach used in 

this study is a quantitative descriptive approach, to determine for sure the effect of the 

General Allocation Fund, labor variables, and government spending on economic growth in 

East Kotawaringin Regency, Central Kalimantan Province. The reason for choosing the 
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research location is because the area under study is a buffer city in Central Kalimantan 

Province, which has a major contribution to the economic growth of the region. The data 

used is secondary data sourced from BPS Kotawaringin Timur Regency and Central 

Kalimantan Province with a time duration of 2005-2019 or 15 years. 

 The data analysis method used in this study is based on multiple regression 

analysis. Regression analysis is a scientific research to evaluate and explain the relationship 

and relationship between a (dependent variable) dependent variable and (independent 

variable) independent variable whose purpose is to predict or estimate the value of the 

dependent variable on the independent variable (Giel and Dąbrowska, 2021; Hesamian and 

Akbari, 2021; Pacifico, 2021; Rusev et al., 2021; Wani et al., 2021; C. Zhang, 2021). The 

variables in question are general allocation funds which are measured in rupiah units, the 

labor force is measured in soul units, and government expenditures are measured in rupiah 

units, each of which is an independent variable and economic growth as the dependent 

variable is measured in percent units. Multiple linear regression analysis (multiple 

regression) is used to determine the effect between variables, with the following equation: 

Grwth= β0 GnrlFndt 
β1 Lbrfrce t 

β2Gspend t
β3µ      (1) 

To measure the existing regression coefficients, changes are made in the form of a 

partial natural logarithm (ln) into the model, which can be explained based on the following 

equation: 

  LnGrwth= Lnβ0+ β1LnGnrlFndt+ β2 Lbrfrce t+ β3 Gspend t
 +µ t    (2) 

Keterangan: 

Grwth   = Economic growth  

GnrlFnd        = Realisasi Dana Alokasi Umum  

Lbrfrce   = Labor force 

Gspend       = Government expenditures 

β0   = Constanta 

Ln   = Natural Logarithm 

β1, β2, β3,     = Regression Coefficient 

t   = Time Series 

µ   = Residual 
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RESULT AND DISCUSSION  

General allocation funds are funds sourced from APBN revenues which are allocated 

with the aim of equitable distribution of financial capacity among regions to fund regional 

needs in the context of implementing decentralization. General allocation funds are 

transfers from the center to the regions in the form of “block grants” whose regulatory 

authority and use are fully delegated to local governments in the context of administering 

local government. 

From year to year the development of general allocation funds in the Kotawaringin 

Timur district can be seen in the table below: 

Table 1. Total Realization of the General Allocation Fund for East Kotawaringin Regency 

  2005-2019 (Rupiah) 

Year General Allocation Fund 

2005 200.000.000.000 

2006 361.003.000.000 

2007 432.612.355.000 

2008 445.665.199.800 

2009 457.814.163.000 

2010 459.745.862.000 

2011 531.968.763.000 

2012 618.026.440.000 

2013 708.665.917.000 

2014 778.842.792.000 

2015 788.804.313.000 

2016 832.526.925.000 

2017 821.559.562.000 

2018 820.559.562.000 

2019 843.967.781.000 

Source: BPS Kotawaringin Timur Regency, 2020. 

In the table, it can be seen that the general allocation fund for the East Kotawaringin 

district during the years 2005-2009 has continued to increase from year to year, where in 

2005 it was Rp. 200,000,000,000, in 2006 it increased to Rp.361,003,000,000, in 2007 it 

became Rp.432,612,355,000, in 2015 it reached Rp.788.804,313,000 and in 2019 it 
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increased to Rp. 843,967,781,000. The general allocation fund for the last 15 (fifteen) 

years has continued to increase, this is due to the increase in Domestic Revenue and this 

has prompted the central government to continue to increase the general allocation fund 

for the East Kotawaringin district.  

To analyze the effect of labor, the number of labor force per year can be used. In 

the table on the number of work force in East Kotawaringin Regency, it can be seen that 

the Laborforce in East Kotawaringin Regency during the period 2005-2019 experienced 

fluctuations. To see the development of the East Kotawaringin district laborforce , see the 

table below: 

Table 2. Number of Laborforce  in East Kotawaringin Regency 

Years 2005-2019 (people) 

Year Laborforce 

2005 119.345 

2006 120.743 

2007 152.123 

2008 140.666 

2009 152.454 

2010 179.716 

2011 191.693 

2012 170.336 

2013 170.463 

2014 192.945 

2015 206.026 

2016 216.102 

2017 254.285 

2018 227.918 

2019 230.323 

Source: BPS Kotawaringin Timur Regency, 2020. 

In 2005 the number of the labor force of East Kotawaringin Regency was 119,345 

people, then it increased the following year to 120,743 people in 2006. Until 2011 this 

number continued to increase to 191,693 people, and in 2012 it decreased to 170,336 

people, and in 2012 it decreased to 170,336 people. In 2019, it increased again to 230,323 
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people. The number of the Laborforce   in the last 15 (fifteen) years has fluctuated and 

this is also because the labor force of East Kotawaringin Regency still has to be increased 

to encourage economic growth in East Kotawaringin Regency.  

Based on the results of the documentation, the data obtained from the East 

Kotawaringin district government expenditures are as follows. To understand the condition 

of local government expenditure, it can be translated as the realization of total regional 

expenditure in East Kotawaringin Regency, which is expressed in rupiah.  

Table 3. Realized Government Expenditures for East Kotawaringin Regency 
2005-2019 (Rupiah) 

 

 
 

 
 
 

 
 

 

Source: BPS Kotawaringin Timur Regency, 2020. 

In 2005, the expenditure of the Kotawaringin Timur district government reached Rp. 

335,520,908,000, in 2006 increased by Rp. 455,628,234,000, this trend continued to 

increase until 2009. In 2010, it decreased by Rp. 664,240,295,017, and again experienced 

an increase until 2019, which was at the same time the highest number in the last 15 

years, with a total government expenditure of Rp.1,928,043,545,627.  

Related to the findings of this study, it is described in (t-test) the results of 

hypothesis testing in a partial way in order to understand whether or not there is an 

influence individually, rather than all independent variables (X3, X2 and X1) on the 

Tahun Government Expenditures 

2005 335.520.908.000 

2006 455.628.234.000 

2007 571.322.408.000 

2008 660.906.480.639 

2009 721.837.040.662 

2010 664.240.295.017 

2011 761.964.044.565 

2012 846.668.159.561 

2013 1.177.022.175.993 

2014 1.439.634.544.065 

2015 1.309.277.060.826 

2016 1.540.102.862.809 

2017 1.512.911.458.534 

2018 1.876.990.951.800 

2019             1.928.043.545.627  
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dependent variable (Y) carried out using this method. the comparison between the value 

of t_(table) with t_count or the comparison of its value is significant to the error level (α = 

0.05) at the 95 percent confidence level. Where the value t_(table ) is obtained from 

t_(table) = t (α/2;n-k-1). Value t_(table )= t(0.025;15-3-1) = 2,201. The provisions of this 

test are, if the value is t-table t-count so that it is said that the independent variable has 

an influence on the dependent variable, then Ha is accepted and H0 is rejected so that it is 

interpreted as the acceptance of the hypothesis; also vice versa if t-table t-count, thus Ha 

is rejected and H0 is accepted, it means that the hypothesis is rejected. Based on the table 

above, the calculation of multiple linear regression is obtained, which is how to use the t 

test (testing by partial method): 

Table 4. t test results 

Indevendent 
Variabel 

Unstandardized Coefficients Stand
ardize

d 

Coeffi
cients 

t Sig. 

B Std. Error Beta 

1 (Constant)  3.553 .483  7.349 .000 

DAU (X1) .004 .001 1.156 4.452 .001 
Tenaga Kerja 

(X2) 

.001 .004 .032 .139 .892 

Pengeluaran 
Pemerintah 

(X3) 

.001 .000 .410 2.869 .015 

 Source: Primary data output after processing, 2020.20; 2020;   (Darsam, 2020)  
 

   

Based on the table above, it is analyzed that the t-count value as a variable (X1) is 4.452 > 

t-table is 2.201 at the ninety-five percent confidence level (α = 0.05) where the 

significance value is <0.05, i.e. (0.001 < 0, 05). Thus Ha is accepted while Ho is rejected, 

meaning that partially the variable (X1) has a significant influence on economic growth in 

Kab. East Kotawaringin. Meanwhile, for the variable (X2) worth 0.139 < t-table worth 

2.201 according to the maximum result of 95% (α = 0.05), where the significance value is 

> 0.05 i.e. (0.892 > 0.05). So H0 is accepted and Ha is rejected, meaning that partially the 

Labor variable (X1) has no significant effect on economic growth in East Kotawaringin 

Regency. For the government expenditure variable (X3) worth 2.869 > t-table worth 

2.201, at the 95% confidence level (α = 0.05) where the significance value <0.05 is (0.015 
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<0.05) so rejecting H0 also accepts Ha. Thus, partially the variable (X3) of government 

expenditure has a significant influence on economic growth in East Kotawaringin district. 

Impact of the General Allocation Fund on Economic Growth in East 

Kotawaringin Regency. 

The results of this study show that the general allocation fund has a positive and 

significant impact on economic growth in Kab. East Kotawaringin. This describes a 

significant value of 0.001 < the value (0.05). Research result Handoyo et al., (2020) found 

the same thing that the general allocation fund had a significant impact on economic 

growth. This shows that the addition to the general allocation fund has resulted in an 

increase in the level of economic growth in Indonesia. General allocation funds become 

one of the levers to move the economy, which is a budget whose source comes from APBN 

funds, where allocations can be made so that the aim is to equalize the ability of each 

region to be able to finance regional needs or expenditures, which is also part of the 

decentralization scheme. 

In this study, it was found that the general allocation fund had a significant influence 

on economic growth in the Kotawaringin Timur Regency. Where in 2005-2019 the general 

allocation fund for East Kotawaringin continued to increase every year and was followed by 

economic growth. So, to encourage the economy of East Kotawaringin Regency, the 

general allocation fund must be increased for the progress and growth of East 

Kotawaringin Regency. 

The Impact of Labor on Economic Growth in East Kotawaringin Regency 

The results of this research show that the workforce does not have a significant 

impact but shows a positive value on economic growth in East Kotawaringin Regency. This 

is shown by the significance value of 0.892 > the value of (0.05). Based on the value of 

the labor variable, it can be stated that the labor force of East Kotawaringin Regency has a 

role in economic growth but is not significant. This is in line with the findings Kamaluddin 

and Anwar (2017) labor variable has no effect in increasing production. It should be noted 

that a sustainable increase in production can increase economic growth. Based on the 

results of observations, the number of the East Kotawaringin district's workforce from 

2005-2019 experienced fluctuations in the number of the workforce. In addition, part of 

the workforce in East Kotawaringin Regency is dominated by workers who do not have 

sufficient expertise, so that although there is a large number of workforce, it does not 

support economic growth. For this reason, the government needs to encourage an 

increase in quality workforce, not just to prepare a large number of workers, so that they 
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can be absorbed in the labor market. The government also needs to increase innovation 

among the workforce (Papadakis et al., 2020). In fact, the contribution of a quality 

workforce is sustainable to real GDP growth and economic growth, and supports 

development in the short and long term (Christiano et al., 2020). 

Impact of Government Expenditures on Economic Growth in Kotawaringin 

Timur Regency 

Based on the results of this study, it is known that government spending has a 

positive and significant impact on economic growth in East Kotawaringin Regency. This 

describes a significance value of 0.015 < the value (0.05). The results of this study are in 

line with the results of this study Ruslam and Anwar (2020) found that government 

spending has a significant and positive relationship on economic growth. From the findings 

of this research, it can be understood that in order to increase the level of economic 

growth, it is necessary to increase the amount of budget or development expenditure 

funds because it can increase the level of productivity, so as to increase the amount of 

output or production. This situation is also expected to be able to provide added value, 

which in turn can increase economic growth. Government spending is one of the things 

that can accelerate economic growth which in turn can increase the income of the 

population and move the wheels of the economy. For this reason, the government of East 

Kotawaringin Regency must accelerate the amount of government spending in order to be 

able to encourage and increase the economic growth of East Kotawaringin Regency. 

CONCLUSION 

Based on the results of this study, it was found that the general allocation fund had a 

significant impact on economic growth in East Kotawaringin Regency. Where in 2005-2019 

the East Kotawaringin general allocation fund seemed sustainable, continued to experience 

a significant increase and was followed by an increase in economic growth. In contrast to 

the labor variable, it shows a relationship that does not have a significant impact but shows 

an influence on economic growth in East Kotawaringin Regency. For the government 

expenditure variable, it has a significant and positive impact on economic growth in East 

Kotawaringin Regency, Central Kalimantan Province. The implications of this research 

include, among others, to encourage the economy of East Kotawaringin Regency, the 

general allocation fund should be increased for the advancement and improvement of 
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economic growth as well as improving the quality of the workforce in the East Kotawaringin 

area. 
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