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Abstract---This study aimed to determine the flypaper effect of regional original income, general allocation funds,
special allocation funds, tax revenue sharing funds, non-tax revenue sharing funds (RSF) on local government
spending in districts/cities in South Sumatra. The samples used were the district/city number 14 during 2008-2019.
This research uses the panel data regression method with a fixed-effects model used. The results showed that local
revenue, general allocation funds, tax revenue-sharing, and non-tax revenue-sharing (NRS) significantly affected
district/city government spending in South Sumatra. Meanwhile, special allocation funds do not considerably
influence district/city local governments in South Sumatra. There was a flypaper effect in districts/cities in South
Sumatra.

Keywords---general allocation fund, government spending, non-tax revenue sharing fund (SDA), regional original
income, special allocation fund, tax revenue sharing fund.

Introduction

After her jad I reform in Indonesia, the realignment of the relationship between the Local Government and Central
Government towards decentralization was conducted by the publication of the Act (the Act). Decentralization itself
aims to increase the role of local governments in making their own decisions (Yu et al., 2020; Mafakheri & Nasiri,
2013). Decentralization provides more flexible access in various aspects and makes it easier to overcome various
regional problems such as poverty. Problems arise in the field as to whether local governments that have been given
regional autonomy can indeed become more independent and no longer depend on the central government (Dilliana
et al., 2019). As of 2017, Local Original Revenue (LOR) only covers approximately 24% of local government
budgets based on data published by the Directorate General of Fiscal Balance (djpk.kemenkeu.go.id). Based on these
figures, it can be seen that both Regencies and Cities in Indonesia are still dependent on the Central
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Government. The term "Flypaper Effect" is where the regions rely more on transfers from the center than trying to
increase their regional income. This study looks at whether the regencies/cities in South Sumatra have the flypaper
effect problem.

Many journal studies have been made in Indonesia and outside Indonesia to determine whether the Flypaper
Effect occurs in areas in Indonesia and outside Indonesia. Studies on the effect of local own-source revenues and
transfers from the center conclude different results or gaps between researchers. As research by Syahrina, (2020)
concluded that special allocation funds have a positive effect on regional spending. The research of Priyadi et al.
(2020), found that special allocation funds did not affect regional spending.

Syahrina (2020); Putri et al. (2020), found that profit-sharing funds had a positive effect on regional
spending. Another result is shown by the research of Ananda (2019), who stated that profit-sharing funds did not
affect regional spending. This study examines whether the Flypaper Effect occurs in districts and cities in South
Sumatra. Based on and from the Directorate General of Fiscal Balance in 2018, South Sumatra is ranked 8th for
comparing the RFI ratio in 2018. Does the question arise how districts and cities in South Sumatra are? whether
the Flypaper Effect in districts and cities in South Sumatra occurred.

Research Methods

This research takes secondary data (Phillippi & Lauderdale, 2018; Holliday, 2010; Marshall et al., 2013; Harris et al.,
2016; Sgier, 2012; Miles & Huberman, 1994). The data sources are taken from various sources such as South
Sumatra BPKAD, SSC, Directorate General of Fiscal Balance, and others. The population in research is the
Regency/City Area in South Sumatra. The research period is from 2008 to 2019. The sampling method used is the
census method, in which the method includes all the population during the period as the research sample. This
method provides a detailed picture for a small population compared to sampling (Kish, 1983). Based on this method,
1 4 samples of districts and cities in South Sumatra were used. The variables used in this study are:
a) Variable Dependent, in this study, the dependent variable is the amount of expenditure issued by the
Regions/Regencies and Cities in South Sumatra.
b) Variable Independent, variable independent in this research is one of revenue (PAD), General Allocation
Fund (GIF), Special Allocation Fund (SAF), shared fund (SF) Taxes, DBH Non-Tax.

Data analysis technique

Descriptive analysis is an analysis that used for shared reflection or description of the shape of something
information can we analysis of the value of the centralization of data (mean), maximum value, minimum value, the
value of ancillary data (standard deviation), the value of the difference or range, the value of sum and
value skewness or skewness of the data. Tharenou et al. (2007), explain that descriptive analysis aims to share
illustrations of the information presented in studies (Lancaster, 2007; Gill & Johnson, 2002). Panel data regression
is used in this study because the form of the data is a combination of cross-section and series. Panel data
regression is required to test the model determination to produce a reasonable estimate. There are three models in
panel data regression: the expected effect, the fixed or fixed-effect, and the random remodel. The standard effect
model is a model using the OLS method in estimating the panel model. For Ashley (2012), the fixed-effect
model has different intercepts for each subject (cross-section), but the slope of each subject does not change over
time. The selection of the model can be tried with two tests, namely the Chow test and the Hausman test. The panel
data regression equation used in this research is as follows:

Y=B0+P1Xpap+P2XpautP3Xpak+tB4Xperp+ B5XspeHnont €

Results and Discussion
Descriptive analysis results

Based on the Chow and Hausman tests, it is known that the regression model is fixed effect (FEM). So, after
determining the model, other tests can be carried out. The table below is a table of descriptive statistical results.
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Table 1

Descriptive statistics

Variable N Minimum * Maximum * mean * Std. Deviation *

PAD 168  9,799,886,604.74 1,091,704,605,854.90 116.815,145,597.20 173,078,544,628.68
DAU 168  80,256,489,000.00 1,347,785,960,0000.00 539,268,675,283.33 256,148,319,557.62
DAK 168 0 481,900,223,636.00 112,969,341,966.47 104,717,783,561.37
TAX DBH 168 10,282,903,119.00  718,522,798,620.00 121,326,813,317.29 144,552,417,629.20
DBHNONTAX 168 O 1,854,656,431,249.00 244,584,898,496.95 312,497,665,934.91
SHOPPING 168  342,924,758,901.00 3,965,007,263,481.72 1,238,025,173,711.06  688,159,193,916.72

Source: processed data * in rupiah

The table above represents the minimum, maximum, mean, and standard deviation of each variable. In the regional
original income variable, tax profit sharing and non-tax SF have an average value that is smaller than the standard
deviation value, which means that the distribution of the variable data is not good (Chen & Fleisher, 1996).
Meanwhile, the general allocation fund, special allocation fund, and Expenditure variables have a higher average
value than the standard deviation value, which means that the distribution of the data pattern is good (Singhal, 2008).

F-test

The F test aims to see the effect of all independent variables together on the independent variables. If the result of

the F probability is less than 5%, it is concluded that the variables have an effect together.

Table 2
F. Test Results
Mark Coefficient
F count 415.38
F table 2.27
Sig 0.000

Source: Eviews output (processed data)

Based on table 2, the output above shows a significance value of 0.00 below 5% or 0.05, so it can be concluded that
it simultaneously affects local government spending.

Test significant the individual parameters (t-test)

Based on the Chow and Hausman tests, it is known that the regression model is fixed effect (FE). The t-test shows
the effect of each variable individually on the independent variable. Decision-making by looking at the probability
value is less than the level where if significant n si 5% (0.05), then the variable effect. The results of the t-test output

can be seen in Table 3 below:

Table 3
Significant test results
Variable Coefficient Std. Error t-Statistic Prob.
PAD 1.477148 0.117372 12.58522 0.0000
DAU 1.600162 0.091964 17.99994 0.0000
DAK 0.016694 0.136403 0.122388 0.9028
DBH_TAK 0.901452 0.130064 6.930854 0.0000
DBH_NON 0.776574 0.078968 9.834092 0.0000
C -9.86E+10 3.78E+10 -2.611546 0.0099

Source: processed data (Eviews output)
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Based on table 3 above, it can be seen how the influence of the individual independent variables on the variables will
be explained as follows:

a) The original revenue variable based on the table output shows the value of Prob. 0.0000 or less than 5%, i.e.
0.0000<0.05. Based on these figures, the proposed hypothesis 1 is accepted, namely regional original income
has a significant positive effect on government spending.

b) The variable General Allocation Fund shows a positive coefficient value of 1.600162 while the value of Prob.
shows the number 0.0000 where 0.0000<0.05 (5%). These results indicate that the GAF variable significantly
affects local government spending, so hypothesis 2 is accepted.

c) The Special Allocation Fund variable based on the table above shows the number of Probs. 0.9028, where
this number is greater than the 5% significance value, namely 0.9028> 0.05. Hypothesis 3 is rejected because
Special Allocation Fund does not influence local government spending.

d) The variable Profit Sharing from tax and non-tax (NT) shows the number of Prob values. 0.0000, smaller than
5%, can be concluded that the two variables have a significant positive effect on local government spending.

Based on the output of the table of regression equations that can be formed are as follows:
Y spending= -9.86 + 1,477 pap + 1.6 pau+ 0.016 pak + 0.901
Discussion

Based on the results that have been shown, we can conclude that local revenue (LR) has a significant positive effect
on district/city government spending in South Sumatra. The results show that LR plays a role in regional spending,
where an increase in LR will increase local government spending in each district/city. The results show a positive
coefficient which means in the same direction (Cogan et al., 2010; Bachmann & Sims, 2012; Feld & Matsusaka,
2003). These results are in line with the research of Syahrina (2020); Ardiansyah (2015); Acar (2019); Tasri (2018).
The general allocation fund (AF) variable results also have a significant positive effect on regional spending. These
results indicate that district/city governments still need to transfer funds from the central government. The increase
in general allocation funds will increase local government spending. These results are in line with the research of
Aritenang (2020); Ardiansyah (2015); Ginting et al. (2021); Tasri (2018).

Table 3 shows that the special allocation fund (AF) does not significantly affect local government spending. The
output results of table 3 show the coefficient with a positive number, which means that the relationship between
Special Allocation Fund and local government spending is positive but not significant. This result is reinforced by
the results of research showing the same results, namely the research of Widarjono (2006); Aziza & Sumardjo
(2020); Asraf et al. (2019).

The variable profit sharing from both tax and non-tax or natural resources based on table 3 shows a positive
coefficient and significantly affects local government spending. The results show that the revenue-sharing funds play
a role in increasing regional spending. Previous studies that have similar results are researched by Syahrina (2020);
Avritenang (2020); Feiveson, (2015); Litschig, (2012).

The analysis of the flypaper effect can be concluded based on the results of the research output from table 3.
Table 3 shows that Local Revenue and General Allocation revenue have a significant effect, but the influence of
GAF is remarkable; it can be seen from the coefficient value. The LR coefficient value is 1.477 while the GAF is
1.6, so it can be concluded that there is a flypaper effect on district/city government spending in South Sumatra.

Conclusion

After the discussion of the research results is described, the conclusion is that local revenue (LR), general allocation
funds (GAF), tax revenue-sharing funds (RSF), non-tax revenue-sharing (NRS) have a significant positive effect on
district government spending. /city of South Sumatra in 2008-2019. The special allocation fund (SAF) has no
influence on the district/city government spending of South Sumatra in 2008-2019. The results showed a flypaper
effect in the districts/cities of South Sumatra in 2008-2019.
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