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ABSTRACT 

 

This study aims to determine the effect of 

Regional Original Revenue (PAD), General 

Allocation Funds (DAU), and Special 

Allocation Funds (DAK) on economic growth 

with capital expenditure as moderating variables 

in regencies/cities in North Sumatra Province. 

This type of research is causal associative. The 

population of this study is all regency/city 

governments in North Sumatra Province, 

totaling 33 districts and cities consisting of 25 

districts and eight cities. The sample was chosen 

using the saturated sample method using all 33 

regencies/city research populations from 2011-

2020. So the number of research samples is 330 

samples. Data analysis methods use multiple 

linear regression and residual tests. 

This study's results indicate that PAD, DAU, 

and DAK simultaneously significantly influence 

economic growth in regencies/cities in North 

Sumatra Province. The PAD and DAU variables 

significantly positively affect economic growth 

in the regencies/cities in the province of North 

Sumatra. In contrast, the DAK variable partially 

has a significant negative effect on economic 

growth in the regencies/cities in the province of 

North Sumatra. Variable Capital Expenditures 

as Moderating Variables can moderate 

relationships Between PAD, DAU, and DAK to 

economic growth in regencies/cities in North 

Sumatra Province. 

 

Keywords: Regional Original Revenue (PAD), 

General Allocation Funds (DAU), Specific 

Allocation Funds (DAK), Economic Growth, 

and Capital Expenditures 

 

INTRODUCTION  

Since the enactment of reforms, Indonesia 

began to implement regional autonomy to 

spur every local government to take care of 

their respective regions following existing 

potential. Regional autonomy is an effort to 

empower regions in regional decision-

making related to managing local resources 

owned according to each region's interests, 

priorities, and potential. It is per the 

provisions of Law Number 32 of 2004 

concerning Regional Government and Law 

Number 33 of 2004 concerning Central and 

Regional Financial Balance, which forms 

the legal basis for implementing regional 

autonomy. With regional autonomy, there is 

decentralization involving regional financial 

management, economic planning (including 

compiling regional development programs), 

and other planning delegated from the 

center to the region. Local governments 

have broad authority in regulating existing 

resources to improve the progress and 

prosperity of the community. 

Regional development as an integral part of 

national development is essentially an effort 

to increase the capacity of the regional 
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government to create a reliable and 

professional ability in running the 

government and providing excellent service 

to the community. Regional development 

also means that it enables the region to 

manage its economic resources efficiently 

and effectively for the region's progress and 

the community's welfare. Regional 

government development is constantly faced 

with a lack of optimization of local 

governments using existing revenue 

sources. Local governments will become 

more advanced, independent, prosperous, 

and competitive if they have adequate 

sources of financing (Panjaitan, 2019). Of 

course, in addition to having a good source 

of financing, the government must also have 

a good source of funding. The phenomenon 

that occurs, often the regional government 

experiences a budget deficit shows that this 

indicates the lack of income and financing 

or not good management of the regional 

financial resources. 

According to Harahap (2002), economic 

growth is a picture of government policies' 

impact, especially in the economic field. 

Economic growth is defined as a process 

that causes an increase in real income per 

capita of a country's population in the long 

run, which is accompanied by an 

improvement in the institutional system. 

From this definition, economic growth has 

an understanding (Tarigan, 2004): 

1. A process that means a change that 

occurs continuously. 

2. Efforts to increase per capita income. 

3. The increase in income per capita must 

continue in the long run. 

4. Improvement of institutional systems in 

all fields. 

The economic growth rate shows the extent 

of the performance of various economic 

sectors in generating added value or 

community income in one period. One 

crucial indicator to determine the economic 

conditions in a country or region in a certain 

period is the Gross Domestic Product Data 

(GDP)/Gross Regional Domestic Product 

(GRDP), both based on applicable prices 

and at constant prices. GDP/GDP is all 

economic units' total added value. 

GDP/GRDP at the basis of applicable prices 

illustrates the added value of goods and 

services calculated using the valid prices 

every year. At the same time, GDP/GRDP 

at a constant price shows the added value of 

the goods and services, which are calculated 

using prices in a specific year as the prior 

year. Two methods can be used to calculate 

the GRDP: direct and indirect (Armansyah, 

2004). 

Economic growth will be reflected in the 

increase in per capita income and improving 

the level of welfare in the community. One 

of the indicators of a country's economic 

growth is the gross domestic growth rate or 

gross national product. GRDP and regional 

income per capita at constant prices help 

determine the economic growth of the 

population of a region (Daulay, 2011). 

Todaro (2003) said there are three main 

factors or components in the economic 

growth of each nation, including: 

a. Capital accumulation includes all forms 

or types of investment invested in land, 

physical equipment, and capital or human 

resources. Capital accumulation occurs 

when a portion of income is saved and 

reinvested to increase output and income in 

the future. 

b. Population growth, which will ultimately 

increase the workforce. Population growth 

and workforce growth (several years after 

population growth) are traditionally 

considered positive factors that spur 

economic growth. The larger number of 

workers means that it will increase the 

number of productive personnel. 

c. Technological advances are the most 

important source of economic growth. 

Technological advances occur because of 

the discovery of new ways to improve the 

old ways of handling traditional jobs such as 

planting corn, making clothes, or building a 

house. 

In this study, the regional economic growth 

was proxied by GRDP based on constant 

prices in the GRDP year measured by 

Rupiah and declared billions of Rupiah. In 

the regional government system, economic 
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growth is indicated by the increase in the 

production of goods and services measured 

through gross regional domestic product 

based on constant prices (GRDP ADHK), 

where the influence of inflation has been 

issued. GRDP data can also describe the 

ability of the region to manage its 

development resources. Therefore, the 

amount of GRDP in each region varies 

following each region's potential and 

production factors (Malau, 2013). 

 

 
Figure 1. North Sumatran and National Economic Growth 

Rate in 2011-2020 

 

The percentage of national economic 

growth (Indonesia) from 2011-2020 has a 

declining trend, which means there is a 

slowdown in economic growth. Thus, the 

economic growth rate in the Province of 

North Sumatra also experienced a 

slowdown in economic growth. 

The percentage of North Sumatra's 

economic growth has the same pattern as 

that of national economic growth, which has 

a declining trend. In the last ten years, 

Indonesia posted the highest GDP growth in 

2011, which was 6.17%. Indonesia's 

economic growth experienced a slight 

slowdown throughout 2020 due to global 

economic growth that experienced a decline. 

It is due to the Pandemic Covid-19 that hit 

the world, including Indonesia. Pandemic 

Covid-19 makes the process of recovering 

the national economy longer. Economic 

performance improvement is driven by the 

role of fiscal stimulus or APBD instruments 

in handling Pandemi Covid-19 and national 

economic recovery programs. 

The economic growth of the regency/city-

regional government in North Sumatra is 

not so good because the local government 

has not optimized income or allocated 

expenditure appropriately. Mardiasmo 

(2009) argues that measurement of 

economic growth is crucial to assess the 

accountability and performance of local 

governments to create better public services. 

The direction of the Regional Economic 

Policy aims to an umbrella in realizing the 

vision and mission of the regional head and 

completing the strategic issues and regional 

problems through the formulation of priority 

programs and development activities that 

will be carried out. The priority of regional 

development programs by looking at the 

economic, national, and regional conditions 

of North Sumatra as it is now should be 

prioritized to strengthen further and develop 

the regional economy, which is equipped 

with better public service and infrastructure 

conditions. 

In the era of regional autonomy, local 

governments are expected to be able to 

carry out efficient allocation of resources. 

The ability of the region to manage 

resources efficiently is reflected in the 

policies implemented by the Regional 

Government as the planner, which will 

impact the region's optimal economic 

success. With the existence of autonomy, 

each region is expected to be able to 

develop the potential of both natural 

resources, human resources, and culture to 

increase prosperity for all regional 

communities. In other words, regional 

autonomy demands regional independence 

in various aspects, especially planning, 

finance, and implementation. The source of 

income is certainly one that affects the 

economic growth of local government. As 

an autonomous region, regencies and cities 

in North Sumatra have a source of local 

revenue. Much original local government 

revenue research (PAD) has significantly 

influenced regional economic growth. 

According to Law Number 33 of 2004, local 

revenue called PAD is the income earned by 

the region under regional regulations and 

legislation. According to Bangun (2009), 

PAD means the internal income of the local 

government in its jurisdiction area. 
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According to Mardiasmo (2009), PAD 

comes from the original regional economic 

resources, which are divided into four types 

of income: Regional Taxes, Regional 

Retribution, the results of the management 

of separated regional wealth, and other 

legitimate resources PAD. 

By-Law No.33 of 2004 concerning 

Financial Balance between the Central and 

Regional Governments Article 6 that the 

source of local revenue is as follows: 

1. The original local revenue is legitimate 

a. Local tax results 

b. The results of regional levies 

c. The results of regional-owned 

companies and the management of other 

regional wealth separated. 

d. Other legitimate opinions 

2. Revenue comes from giving government, 

which consists of: 

a. Donations from the government, 

b. Other contributions regulated by laws 

and regulations, 

c. Other legitimate income 

Regions can fully utilize the PAD 

component following the region's needs and 

priorities. At the same time, the Regional 

Government can try to explore the sources 

of regional income (Florida, 2006). 

Therefore, it becomes the local 

government's duty and authority to 

implement fiscal authority, and the regional 

government must be able to determine the 

capacity and identify the resources it has. 

The following in Table 1 will be presented a 

comparison data between Regional Original 

Revenue and North Sumatra Regency/City 

Regional Revenue in 2011-2020. 
Table 1. Budget and Realization of North Sumatra 

Regency/City PAD (in billions of Rupiah) 

 
Source: djpk.depkeu.go.id (Processed), 2022 

 Based on Table 1, the PAD 

realization report has not met the budgeted 

target. PAD realization trends show trends 

that tend to decline over the past ten years. 

PAD contribution to regional income ranges 

from 9.16% - 12.40%. It shows that the still 

low PAD contribution as a source of 

regional income is used for financing 

regional development. It follows Halim's 

(2014) Regional financial capacity can be 

seen from the size of the PAD obtained by 

the regions in financing regional 

development. Regional financial capability 

is low if PAD is 0%-25%, regional financial 

capacity is 25%-50%, and regional financial 

capability is high if PAD> 50%. 

 In Maryati & Endrawati's research 

(2010), PAD had a significant and positive 

influence on the economic growth of the 

local government. PAD provides 

opportunities for the regions to increase 

infrastructure development, impacting the 

community's welfare and increasing local 

governments' economic growth. These 

results are in line with Gunantara's research 

(2012), Malau (2013), Suherman (2013), 

Muchlis (2013), and Pulungan (2016). 

 However, the above research is not 

in line with the research of Hamzah (2009), 

which shows that PAD has a negative and 

insignificant effect on economic growth. 

These results align with research by 

Fitriyanti and Partolo (2009) and Daulay 

(2011). It happens due to the more 

significant financing used than the income 

generated. 

  The General Allocation Fund 

(DAU) is a fund from the State Budget 

allocated for equitable financial capacity 

between regions to finance their expenditure 

needs in implementing decentralization. 

Thus, DAU is a central component of 

regional transfer sourced from the state 

budget to finance regional spending. DAU 

is allocated to equalize by taking into 

account the potential of the region, area, 

geographical condition, population, and the 

level of income of the community in the 

regions so that the differences between 

developed areas and problematic areas can 
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be minimized. DAU, an area, is allocated 

based on the budget deficit and basic 

allocation of the fiscal gap. Fiscal gaps are 

fiscal needs reduced by regional fiscal 

capacity. 

 It shows that DAU is prioritized for 

regions with low fiscal capacity. Based on 

Law Number 33 of 2004, the portion of 

DAU is determined as at least 26% of the 

Domestic Net Income as stipulated in the 

APBN. In contrast, the DAU distribution 

ratio for provinces and regencies/ cities is 

determined by a balance of power between 

provinces and districts/ cities. 

 The following will be presented a 

comparison data between the General 

Allocation Fund and the Regional Revenue 

of the Regency/City of North Sumatra in 

2011-2020: 
 

Table 2. Budget And Realization of The General Allocation of 

Regency/City 

 
Source: djpk.depkeu.go.id (Processed), 2022 

 

Based on data from Table 2, the DAU 

realization report has not met the budgeted 

targets. DAU realization trends show trends 

that tend to increase over the past ten years. 

DAU's contribution to regional income 

ranges from 50.13% - 62.08%. It shows the 

high contribution of DAU as a source of 

regional income used for financing regional 

development. It means the local government 

is still very dependent on the central 

government to finance its development 

activities. In Halim's research (2014), DAU 

set at least 26% of the total regional 

revenue. DAU's contribution to North 

Sumatra Province is 50.88% - 62.08% 

shows that dependence on central 

government transfer is still high in regional 

development financing. 

Based on table 2, it can be seen that the role 

of the general allocation fund of central 

government transfer is still very large, 

which is more than 50% of the total regional 

income. The amount also tends to fluctuate 

from year to year. Although the above 

percentage shows the amount of regional 

dependency on general allocation funds, 

according to Suparmoko (2016), Indonesia 

is in the development stage where the 

transfer of central government to high local 

governments is still considered very 

important in the economic sense. The 

transfer of the central government to the 

local government plays an essential role in 

achieving the balance of regional 

development and reducing gaps in regional 

income. With a general allocation fund 

aimed at reducing inequality and achieving 

a balance of development, it is hoped that 

local governments can increase their 

economic growth by improving welfare and 

services to the community. 

Indicators of the implementation of regional 

autonomy can be seen in compiling 

directions and policies in the financial 

sector, increasing regional revenue, and 

developing and providing various public 

service facilities for the local community. 

The local government should be able to 

finance every region's needs, including 

providing public service facilities with 

funds sourced from PAD. But what 

happened was that the largest source of 

revenue came from central government 

transfers in the form of general allocation 

funds. According to Husni (2011), this 

central government transfer has become one 

of the main funds of the regional 

government to finance regional expenditure. 

This allocation is intended to achieve two 

broad goals: efficiency and equality. With 

the balance fund, there should be no more 

differences in economic growth that is too 

large among districts/cities in North 

Sumatra Province. 

In Daulay's research (2011), DAU had a 

significant and positive influence on the 

economic growth of the local government. 

According to him, the effect of general 
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allocation funds on economic growth shows 

that there is still a dependence on the 

regional government towards the central 

government. The general allocation funds 

provided by the central government are 

expected to increase local governments' 

economic growth. These results are in line 

with Muis's research (2012), Gunantara 

(2012), Malau (2013), Muchlis (2013), 

Amuna (2013), Ramadhani (2015) and 

Pulungan (2016). However, the above 

research is not in line with Hamzah's (2009), 

which shows that DAU has a negative and 

insignificant effect on economic growth. 

These results are in line with Husni's 

research (2011). 

Specific Allocation Funds (DAK) are funds 

from the State Budget intended for the 

regions to finance special needs. The 

allocation of DAK pays attention to the 

available funds in the state budget, which 

means the amount of DAK cannot be 

ascertained yearly. DAK is a fund derived 

from the Regional Budget (APBD) and is 

allocated to the district/city area to finance 

specific special needs, depending on its 

supply in the APBD. The amount is not set 

every year in the state budget. According to 

Husni (2011), DAK is an assistance fund 

derived from the state budget allocated to 

the regions to help finance certain/special 

needs, namely: 

a. Needs that cannot be estimated in 

general by using the public location 

formula 

b. Needs that are national commitments or 

priorities are allocated based on regional 

proposals. 

Not allocated to assist regions in funding the 

physical needs of basic facilities and 

infrastructure are national priorities. It 

occurs in education, health, roads, irrigation, 

drinking water, government infrastructure, 

marine and fisheries, environment, family 

planning, forestry, rural facilities, and 

infrastructure and trade. The greater the 

proportion of DAK received by the regions 

from the central government will cause the 

revenue owned by the regional government 

to be even greater. The following 

researchers will present a comparison data 

between special allocation funds and 

district/city revenue of North Sumatra in 

2011-2020. 
 
Table 3. Budget And Realization of Specific Allocation Funds 

of Regency /City of North Sumatra (In Billion Rupiah) 

 
Source: djpk.depkeu.go.id (Processed), 2022 

 

Based on data from Table 3, the DAK 

realization report has not met the budgeted 

targets. The trend of realization is not 

showing the results of trends that tend to 

decline over the past ten years. DAK's 

contribution to regional income ranges from 

5.48% - 15.55%. It shows the high 

contribution of DAK as a source of regional 

income used for financing regional 

development. It means that the local 

government is still very dependent on the 

central government to finance its 

development activities that are included in 

the national priority category. According to 

Halim (2014), DAK is determined at least 

10% of the total regional revenue. DAK's 

contribution to North Sumatra Province is 

5.48% - 15.55%, which shows that 

dependence on central government transfer 

is still high in financing regional 

development. 

The gap between regency/city regions is 

often a severe problem. Some regions 

achieved significant economic growth, 

while others experienced delays. It is a 

phenomenon of inequality in income 

distribution from province to region. DAK 

is fully used for capital expenditures for 

public purposes. The consequences are due 

to the surrender of the central government's 

authority to the regional government, 

resulting in the need for financial 

considerations between the central and 
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regional governments, which caused a 

significant transfer in the APBN and the 

central government to the regional 

government. And the local government can 

freely use these funds to provide better 

services to the community or for other 

purposes that may not be important. 

In Husni's research (2011), DAK has a 

significant and positive influence on the 

economic growth of the local government. 

With the sources of financing, local 

governments must be able to allocate capital 

expenditure well because capital 

expenditure is one step for local 

governments in constructing facilities and 

infrastructure. These results are in line with 

the research of Daulay (2011), Muis (2012), 

Muchlis (2013), Amuna (2013), and 

Ramadhani (2015). Malau Research (2013) 

produced results. Namely, DAK has a 

negative and significant influence on 

economic growth. However, the above 

research is not in line with the research of 

Setiyawati & Hamzah (2007), which shows 

that DAK has a negative and insignificant 

effect on economic growth. These results 

are in line with research Maryati & 

Endrawati (2010), Muchlis (2013) and 

Pulungan (2016). According to him, this 

happens due to the inadequate target of the 

use of the budget used for development 

expenditure so that the activities that 

become priority are less achieved. 

Capital expenditure is a local government 

expenditure whose benefits exceed one 

fiscal year. It will increase regional assets 

and routine spending, such as maintenance 

costs in the general administrative 

expenditure group. Capital expenditure 

obtains regional government assets such as 

equipment, infrastructure, and other 

permanent assets. 

The local government allocates its capital 

expenditure budget in the APBD to carry 

out development plans through projects and 

various development sectors. It is expected 

to touch the community's productive 

economic sector and economic growth in 

the area. 

In connection with public services, the 

allocation of capital expenditure is crucial to 

consider because it will increase the 

productivity of the regional economy. The 

more capital expenditure, the higher the 

economic productivity because capital 

expenditure on infrastructure impacts 

economic growth and job creation. Harianto 

(2007) explained that the availability of 

good infrastructure is expected to create 

efficiency and effectiveness in various 

sectors, the community's productivity is 

expected to be higher, and economic growth 

will increase. 

According to Sihite (2015), another problem 

in regional financial management is that the 

percentage of funds used for capital 

expenditure has not reached 30% following 

the APBD preparation guidelines regulated 

by the Minister of Home Affairs Regulation 

in the City Regency in North Sumatra 

Province. The high proportion of the budget 

for indirect expenditure (employee salaries) 

rather than direct expenditure (both in the 

form of public service funds or investment 

funds) that are directly related to the 

organization's objectives results in the low 

economic growth of local governments in 

the eyes of the community. This condition is 

in line with the opinion of Halim (2014), 

which states that employee expenditure 

whose portions are too high compared to 

capital expenditure of a problem that has 

often been news. 

The following will be presented a 

comparison data between capital 

expenditure and the regency/city 

expenditure of North Sumatra in 2011-2020. 

Based on data from Table 4. Capital 

expenditure realization reports have not met 

the budgeted targets. The trend of capital 

expenditure realization shows the results of 

trends that tend to increase over the past ten 

years. It shows that the still a low allocation 

of capital expenditure on regional 

expenditure. The alignment of APBD 

expenditure on infrastructure provision in 

areas reflected through capital expenditure 

is still low. 
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Table 4. Budget and Realization of Capital Expenditures with 

Regional Expenditure of North Sumatra Regency/City (in 

billions of Rupiah) 

 
Source: djpk.depkeu.go.id (Processed), 2022 

 

Based on Table 4, the ratio of capital 

expenditure to APBD expenditure from 

2011 - 2020 is still fluctuating. The 

contribution of capital expenditure to 

regional expenditure ranges from 13.61% - 

23.23%. The low capital expenditure on 

APBD expenditure is due to the greater 

employee expenditure needs and service 

goods expenditure compared to the 

allocation for infrastructure expenditure so 

that it can affect the amount of regional 

expenditure, which can then burden regional 

financial stability. At the same time, local 

government policies must plan this capital 

expenditure in terms of infrastructure 

development listed in the Strategic Plan 

(Renstra) and the Regional Medium-Term 

Development Plan (RPJMD). Therefore, it 

can hamper the regional development rate, 

so achieving the hope of increasing regional 

economic growth will be difficult. 

Daulay's research (2011) shows that capital 

expenditure significantly affects economic 

growth. Armaja et al. (2015) research 

revealed the positive influence of capital 

expenditure on the economic growth of the 

district/city-regional government in Aceh. 

According to Armaja et al. (2015), the high 

amount of spending will improve better and 

quality services to the community. Pratolo 

(2009) also revealed the positive effect of 

capital expenditure on economic growth, 

which was calculated using gross regional 

domestic growth in the Regency of West 

Lombok. Muis's research (2012) shows that 

capital expenditure can moderate DAU and 

DAK to economic growth. Malau's research 

(2013) and Pulungan's (2016) show that 

capital expenditure can moderate PAD, 

DAU, and DAK on economic growth. The 

better the public service provided, the better 

the management of local government 

spending. 

However, the above research is not in line 

with Hamzah's research (2009) shows that 

capital expenditure does not affect 

economic growth. Sitepu (2009) and 

Gunantara show that capital expenditure 

cannot moderate PAD and DAU on 

economic growth. 

The existence of research gaps in the form 

of inconsistencies in some of the 

components above and the phenomena that 

occur in the economic growth of the 

district/city-regional government in North 

Sumatra, then research will be held to test 

the factors that affect economic growth in 

this case, is PAD, DAU, DAK and Capital 

Expenditure. Based on the description 

above, a study will be conducted titled " 

The Effect of Original Local Government 

Revenue, General Allocation Fund, and 

Specific Allocation Fund on Economic 

Growth with Capital Expenditures As A 

Moderating Variable In Regencies And 

Cities In North Sumatra Province." 

 

Framework 

Following the description of the problem 

background, literature review, and previous 

research, the conceptual framework for this 

research is as follows: 

 

 
Figure 2. Conceptual Framework 
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H1: PAD has a significant effect both 

simultaneously and partially on the 

economic growth of local governments in 

regencies/cities in North Sumatra Province 

H2: DAU has a significant effect both 

simultaneously and partially on the 

economic growth of local governments in 

regencies/cities in North Sumatra Province 

H3: DAK significantly influences both 

simultaneously and partially the economic 

growth of local governments in 

regencies/cities in North Sumatra Province 

H4: Capital expenditure can significantly 

moderate the relationship between PAD, 

DAU, and DAK to regional government 

economic growth in regencies/cities in 

North Sumatra Province 

 

RESEARCH METHODS 

This study uses a causal research design, 

where causal research is research by 

identifying causal relationships between 

variables (Sugiyono, 2018). This study uses 

causal research to see the effect of regional 

original revenue (PAD), General Allocation 

Funds (DAU), and Special Allocation Funds 

(DAK) as independent variables of 

economic growth as dependent variables 

through capital expenditure as moderating 

variables. 

The data needed in this study was obtained 

from the North Sumatra Provincial/City 

APBD report in 2011-2020 by accessing the 

Director-General of Finance Balance of the 

Republic of Indonesia 

http://djpk.kemenkeu.go.id. Economic 

growth data by accessing the Site of the 

Central Statistics Agency of North Sumatra 

Province, namely http://sumut.bps.go.id. 

Data analysis techniques using SPSS 22.0 

for Windows software aids. 

The population in this study was a report on 

the realization of APBD and the economic 

growth of the Regency and City of North 

Sumatra Province. The sampling technique 

used in this study is saturated sampling, 

which determines the sample with a census 

in which the whole population is used as a 

sample. The number of samples used is 33 

districts/cities, with a research period of 10 

years. So the number of observations in this 

study was 33 x 10 years = 330 data 

observations. 

 

RESULT AND DISCUSSION 

Descriptive statistics 

 
Table 5. The results of the description of the research variable 

 
Source: Processed from secondary data, 2022 

 

The table above shows that: 

1. Medan City is an area that obtains the 

highest economic growth, and West 

Pakpak Regency is the region that gets 

the lowest economic growth compared 

to other districts/cities. 

2. Medan City is the area that obtains the 

largest PAD, and West Pakpak Regency 

is the area that gets the smallest PAD 

when compared to other regencies/cities. 

3. Medan City is also an area that obtains 

the largest DAU, and West Pakpak 

Regency gets the smallest DAU when 

compared to other districts/cities. 

4. The area that obtains the highest DAK is 

Deli Serdang Regency. The area that 

gets the lowest in the city of Sibolga. 

5. The area with greater capital 

expenditure is Deli Serdang Regency, 

and Sibolga City is the area with the 

lowest capital expenditure. 

 

Classic Assumption Test 

Normality test 

One of the easiest ways to see residual 

normality is to look at the histogram graph 

that compares the observation data with a 

distribution close to normal (Ghozali, 2013). 

The results of the data normality test can be 

seen in the graph below. 
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Source: Processed from secondary data, 2022 

Figure 3. P-plot normal graph 

 

The picture above shows that the data 

spread around the diagonal line and follows 

the direction of the diagonal line of the P-

plot graph. This pattern shows that each 

variable is normally distributed, and the 

regression model meets the normality 

assumption. 

The normality pattern can also be seen in 

the histogram graph in the following image, 

which shows that the histogram graph 

provides a normal distribution pattern, not 

stray left or right. 
 

 
Source: Processed from secondary data, 2022 

Figure 4.Histogram Graph 

 

Multicollinearity Test 

Symptoms of multicollinearity can be seen 

from the correlation value between variables 

in the correlation matrix. Erlina (2011) 

states that if there is a high correlation 

between independent variables above 0.8, 

this indicates multicollinearity. 

Multicollinearity test results are presented in 

Table 6 below. 
 

 

 

 

Table 6. Multicollinearity Test Result 

 
Source: Processed from secondary data, 2022 

 

The test results above show that the VIF 

value <10 and the tolerance value is greater 

than 0.1, so it can be concluded that there is 

no multicollinearity between independent 

variables 

 

Autocorrelation Test 

The autocorrelation test aims to test 

whether, in the linear regression model, 

there is a correlation between the driver's 

error in the T period with the disruptive 

error in the T-1 period (previously). If there 

is a correlation, there is an autocorrelation 

problem (Ghozali, 2013). The method used 

to detect the presence or absence of 

autocorrelation is the Durbin-Watson (DW) 

test. 

According to Santoso (2002), the decision-

making regarding the presence or absence of 

autocorrelation is as follows: 

a. DW numbers below -2 means there is a 

positive autocorrelation.  

b. The number D -W between -2 to +2 

means no autocorrelation.  

c. The number D - W above + means a 

negative autocorrelation. 
 

Table 7. Durbin-Watson Test Result 

 
Source: Processed from secondary data, 2022 

 

The table above shows that the Durbin-

Watson (DW) value is 0.735, which means 

that there is no positive and negative 

autocorrelation (still in the range of numbers 

D-W -2 and +2). 
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Heteroscedasticity Test 

The heteroscedasticity test aims to test 

whether there is an inequality of residual 

variance in the regression model from one 

observation to another. How to predict the 

presence or absence of heteroscedasticity 

can be seen from the pattern of the scatter 

plot image model and conduct a glesjer test 

in the regression model (Nugroho, 2005). 

Suppose the independent variable 

statistically significantly affects the residual. 

In that case, the model has a 

heteroscedasticity problem. Conversely, if 

the independent variable does not 

significantly affect the residual, the model 

does not have a heteroscedasticity problem. 

The following are the results of 

heteroscedasticity tests presented in the 

following table. 
 

Table 8. Glejser Test Results 

 
Source: Processed from secondary data, 2022 

 

Heteroscedasticity test results found that the 

five independent variables P -Value> 0.05 

did not cause heteroscedasticity problems. 

The significance value of the PAD variable 

is 0.300. The DAU's significance level is 

0.066, while DAK is 0.096. The results 

above can be concluded that there is no 

heteroscedasticity. 
 

Hypothesis Testing 

Multiple Linear Regression Analysis 
 

Table 9. Results of Regression Analysis 

 
Source: Processed from secondary data, 2022 

In data processing using linear regression, 

testing is carried out to determine the effect 

between the independent variable and the 

dependent variable. The results of the linear 

regression equation in this study can be seen 

in the following table: 

Based on the table above, the multiple 

regression model between the independent 

variable of the dependent variable can be 

formulated in the equation model as 

follows: 

Y = -2.551 + 0.431X1 + 0.459X2 – 0.139 

X3  

 

Simultaneous Significance Test (Test F) 

A simultaneous test (F-Test) is carried out 

to see the effect of independent variables 

(PAD, DAU, DAK) on the dependent 

variable (economic growth) together. Based 

on the results of data processing, the results 

of statistics are simultaneous, as follows: 
 

Table 10. Simultaneous Significance Test Result 

 
Source: Processed from secondary data, 2022 

 

Partial Test (Test Statistical t) 

 In testing the partial influence of the 

independent variable on the dependent 

variable used, the statistical test t. The t-test 

results in this study can be shown in the 

following table: 
 

Table 11. Partial Test Result 

 
Source: Processed from secondary data, 2022 

 

Moderating Variable Regression 

Analysis-Residual Test 

Moderating variable regression analysis 

with residual tests, moderation variables in 

this study are capital expenditure. The use 

of this moderation variable is intended to 
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prove the hypothesis that the capital 

expenditure variable is the moderation 

variable that affects (strengthens or 

weakens) the relationship between 

independent variables (PAD, DAU, and 

DAK) and dependent variables (capital 

expenditure). Based on the results of the 

residual test, there are two residual test 

equations listed in tables 12 and 13 as 

follows: 
 
Table 12. The Results of The Analysis of The Regression of 

Moderating Variables-Residual Tests 

 
Source: Processed from secondary data, 2022 

 

The table above shows the multiple linear 

regression equation between independent 

variables (PAD, DAU and DAK) on 

moderation variables (capital expenditure) 

produces the following model equations: 

Expenditure Capital = -6.320 + 0.279PAD 

+0.253DAU - 0.451DAK + e  

The regression equation shows the lack of 

fit) in the relationship between local, DAU, 

and DAK. The regression results are then a 

residual test to determine whether capital 

expenditure is a moderation variable. A 

variable is a moderation variable if the 

results are significant and have a negative 

parameter coefficient value (Ghozali, 2013). 

The residual test results in this study can be 

seen in the table below. 
 

Table 13. The Results of The Residual Test Analysis of The 

Moderation Variable 

 
Source: Processed from secondary data, 2022 

 

The table above shows the residual equation 

between the dependent variable (economic 

growth) to the absolute residual value of the 

moderation variable, namely capital 

expenditure, to produce the equation of the 

residual test model as follows: 

€ = 0.245 - 0.40 GRDP 

The residual test results above show that the 

value of the economic growth variable has a 

sig value of 0.000 <0.05 and the direction of 

the parameter coefficient is negative at 

0.040. From this residual test, it is 

concluded that the capital expenditure 

variable is a moderation variable that can 

moderate the relationship between PAD, 

DAU, and DAK to economic growth. In 

other words, H0 is accepted. 

 

Coefficient of Determination 

The coefficient of determination test is used 

to determine the level of strength of the 

influence between independent variables on 

the dependent variable. The results of the 

calculation of the coefficient of 

determination can be seen in Table 14 

below: 
Table 14. Coefficient of Determination 

 
Source: Processed from secondary data, 2022 

 

The coefficient of determination (R2) of 

0.732 means that the independent variable 

(PAD, DAU, and DAK) can explain the 

dependent variable of economic growth of 

73.2%. The remaining 26.8% is explained 

by other variables not included in this 

research model, such as SiLPA, investment, 

financing, etc. 

 

CONCLUSION 

Based on the results of research and 

discussion, the conclusions are as follows: 

1. Regional Original Revenue (PAD) 

positively and significantly affects the 

regional government economic growth 

in regencies/cities of North Sumatra 

Province from 2011-2020. 

2. The General Allocation Fund (DAU) 

positively and significantly affects the 

regional government economic growth 

in regencies/cities of North Sumatra 

Province from 2011-2020. 
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3. Special Allocation Funds (DAK) 

negatively and significantly affects the 

regional government economic growth 

in regencies/cities in North Sumatra 

Province from 2011-2020. 

4. PAD, DAU, and DAK simultaneously 

affect the regional government 

economic growth in regencies/cities of 

North Sumatra Province from 2011-

2020. 

5. The capital expenditure variable is a 

moderation variable that influences the 

strengthening or weakening of the 

relationship between PAD, DAU, and 

DAK to economic growth in 

regencies/cities of North Sumatra 

Province from 2011-2020. 

 

SUGGESTION 

Based on the results of the research, 

discussion, and conclusions obtained, the 

suggestions from this research are as 

follows: 

For academics: 

1. Further research to use a longer period 

and increase the number of regions and 

research variables to provide more 

comprehensive conclusions about the 

factors that affect economic growth. 

2. Further research to conduct further 

analysis to see the cause of the influence 

of DAK's negative effect on economic 

growth. 
 

For practitioners: 

1. To increase economic growth, the 

district and city governments in North 

Sumatra Province must explore more 

regional potential that can be a source of 

PAD. Regional financial capacity can be 

increased by intensification and 

extensification. Extensification efforts 

are efforts to expand the types of 

regional government levies. The 

intensification effort is to increase the 

independence of regional income by 

increasing the performance of regional 

taxes and regional levies. This effort is 

carried out by expanding the revenue 

base, strengthening the collection 

process, increasing regional revenue 

management capacity, increasing 

supervision, increasing administrative 

efficiency, and reducing collection costs, 

increasing revenue capacity. Through 

good planning, it can increase the 

awareness of taxpayers/retributions. The 

local government can allocate the source 

of income on target following the 

priorities planned in preparing the 

RPJMD to increase economic growth. 

 

LIMITATIONS 

This study has limitations that can be 

considered for further research to obtain 

better results. The following are the 

limitations of this study: 

1. Samples in this study are limited to 

certain districts/cities with limited data, 

namely 33 regencies/cities in North 

Sumatra Province. It causes the research 

results to only apply to districts/cities 

that are research samples, so they cannot 

be generalized to all districts/cities in 

Indonesia. It is expected that future 

research can expand or increase research 

samples. 

2. Limited data in this study, so researchers 

only use variable PAD, DAU, DAK, 

capital expenditure, and economic 

growth.  
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