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Abstract - This study aims to determine the effect of local government spending on poverty, using the Ordinary Least 
Square (OLS) analysis method. The data used are government expenditure as an independent variable and poverty level as 
the dependent variable, which is presented in panel data from 14 districts / cities in West Kalimantan for 5 years from 2014-
2018. The findings in this study indicate that local government spending has a positive influence on poverty levels in West 
Kalimantan Province. this can be seen from the significance value in the hypothesis test which shows the value of the 

statistical test is smaller than 0.05. 
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I. INTRODUCTION 

 

Poverty is a problem faced by almost some countries 

and one of them is Indonesia, so that the main goal in 

development is poverty alleviation and becomes a 

measurement tool to assess the effectiveness of the 

implementation of various types of development 

programs. Poverty causes powerlessness for poor 

people to participate in the development process, 

especially for human development. 

Human development can be reflected in the ability of 
the community to meet the needs of people's lives, 

especially those related to nutrition, clean water, 

livable homes, health and education. If the 

community's ability to meet their low living needs is 

a problem for development, it shows the inability of 

the community to meet their needs and this can be an 

indicator of poverty. 

Poverty, according to Mudrajad Kuncoro (2004), is 

the inability to meet low living standards, which is 

also associated with a small amount of income, 

inadequate housing, poor health and health services, 
low levels of public education, resulting in low 

human resources and a large number of unemployed . 

The standard of living in a country can be measured 

by several indicators including per capita Gross 

National Product (GNP), national relative growth and 

per capita income, national income distribution, 

poverty level, and the level of community welfare. 

World Bank (2003) states that poverty is: "the denial 

of choice and opportunities is most basic for human 

development to lead a long healthy, creative life and 

enjoy a decent standard of living freedom, self esteem 

and the respect of others". (www.worlbank.org) 
There are several measures of poverty that have been 

applied in Indonesia today, including those from the 

Central Statistics Agency (BPS), the National Family 

Planning Coordinating Board (BKKBN), and the 

United Nations Development Program (UNDP). 

Scott explained (Usman, 2006) that poverty at least 

has conditions that are generally approached (1) in 

terms of income in terms of money coupled with non-

material benefits received by someone so that poverty 

broadly includes lack of or lack of education, 

circumstances poor health or lack of transportation 

needed by the community; (2) sometimes defined in 

terms of ownership of assets, namely land, houses, 

equipment, money, gold, credit and others; (3) non-

material poverty includes various kinds of freedom, 

the right to obtain decent work, the right to 

households and a decent life. The United Nations 

Development Program (UNDP) defines poverty as 

the inability to expand choices in life, among others 

by including the assessment of "no participation in 
public decision making" as one indicator of poverty 

(Cahyat 2004). 

Ravallion (1998) relative poverty is a poor condition 

because of the influence of development policies that 

have not been able to reach all levels of society, 

causing inequality in income distribution. In his 

research, the official poverty figure in the early 1990s 

was close to 15 percent in the United States and also 

close to 15 percent in Indonesia (a far poorer 

country). That is, many of those categorized as poor 

in the United States will be said to be prosperous by 
Indonesian standards (Ravallion, 1998) 

Nurske, Jhingan (2004) and Mudrajad Kuncoro 

(2004) state that countries / regions with high levels 

of poverty are generally entangled in a circle that is 

commonly called a vicious circle. Nurske explained 

that the circle of poverty implies a circular row of 

forces which interact with each other in such a way as 

to place a country / region with a high level of 

poverty remaining in a backward state, so that 

poverty is both cause and effect. 

Nabeela Asghar's research (2012) in Pakistan in 

1972-2008, the role of the government is able to 
reduce poverty through increased government 

spending in the education sector and the health sector. 

As for education sector government expenditure has a 

negative relationship to poverty in the long run, 

health sector government expenditure has a negative 

relationship to poverty in the long run. One indicator 

that can be seen from the success of economic 

development is to look at the large number of poor 

people. 
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The poverty rate in West Kalimantan in the last five 

years has tended to decline, but it is still the highest 
compared to other provinces in Kalimantan. The 

poverty rate in West Kalimantan in 2018 has 

decreased from 5.03 percent to 4.58 percent. This 

decrease in poverty level can occur because districts / 

cities in West Kalimantan are encouraged to reduce 

the amount of poverty in each region. The average 

poverty rate in West Kalimantan is 7.37 percent, the 

figure is still below the national poverty rate of 9.66 

percent. Although there are five districts that have 

poverty rates above the national poverty average, 

namely Melawi, Landak, Ketapang, Sintang and 

North Kayong. The poverty rate in Melawi is the 
highest poverty rate of 12.83 percent while the lowest 

poverty rate in West Kalimantan is in Sanggau 

Regency which is only 4.67 percent. (BPS, 2019). 

West Kalimantan's RPJMD in 2019-2023, targeting 

2019 the average poverty in West Kalimantan can be 

6.92 percent, so that in 2023 the poverty rate can 

decrease by 5 percent. There are regional strategic 

issues that pose challenges in the future for West 

Kalimantan, including the low quality and 

competitiveness of human resources, regulations, 

bureaucracy and government governance, decreasing 
support and tamping power in the environment, lack 

of transportation infrastructure and infrastructure and 

access to infrastructure basic, the still low welfare of 

the population, the existence of economic disparities 

in society and the absence of integration of sector 

plans with spatial plans. In addition, residents of West 

Kalimantan who have ethnic diversity are still 

vulnerable to social conflicts. 

The poverty rate in West Kalimantan for 2018 has 

decreased from 2017. This condition may be driven 

one of them by the economic performance in West 

Kalimantan as measured by the economic growth rate 
of West Kalimantan shows the numbers up and down 

from time to time. This shows that the West 

Kalimantan regional government is serious in 

overcoming the problem of poverty by increasing the 

pace of the regional economy even though it is still 

experiencing ups and downs. This can be seen from 

the development of infrastructure and work programs 

carried out by the West Kalimantan regional 

government from government spending. 

Government expenditure is one component of fiscal 

policy aimed at increasing the rate of investment, 
employment opportunities maintaining economic 

stability and creating an equitable distribution of 

income. Macro theory regarding the growth of 

government expenditure put forward by economists 

and can be classified into the development model of 

expenditure development. Endogenous growth theory 

provides an overview of the role of government in the 

growth process. Barro (1991), examines an 

endogenous growth model regarding the relationship 

between the share of government expenditure in GDP 

and the growth rate of real GDP per capita. The 

specialty of this Barro model is that there are constant 

returns to capital widely including private capital and 

public services. Broadly considering input public 
services in production, precisely the relationship that 

arises between the size of the government and 

economic growth. Unproductive government 

spending (Cg / Y) has a negative effect on growth. 

Devarajan & Vinaya (1993), found a negative and 

insignificant relationship between productive 

expenditure and economic growth. Lin's (1994) study 

found that unproductive expenditure was negative 

and had no significant impact on economic growth in 

industrialized countries but had a significant positive 

effect on economic growth in developing countries. 

Research by Raghbendra Jha, et al (2001), as a whole 
states that there is a negative influence between 

government spending in the education sector, the 

health sector and poverty rates or vice versa. 

Government expenditure is one of the important 

instruments to reduce poverty. Filmer & Pritchett 

(1997), Fan & Thorat (2000), Dollar & Kraay (2001), 

Bigsten & Levin (2001), Fan & Rao (2004), Laabas 

& Limam (2004), and Klasen (2005) obtained 

research results the types of government expenditure 

identified as having an effect, both directly and 

indirectly, on poverty are expenditures on education, 
health, infrastructure, technology, housing, subsidies, 

and transfers. Based on the background description 

above, this study wants to find out the effect of 

regional government spending on poverty in West 

Kalimantan Province. This research is expected to be 

information for related parties and community 

development interests, especially those related to 

poverty in West Kalimantan Regency / City, so that it 

can be taken into consideration in making policies 

and strategies. 

 

II. DETAILS EXPERIMENTAL  
 

The data used in this research is secondary data. This 

data was obtained directly from the Central Statistics 

Agency (BPS), the Department of Fiscal Balance, 

Susenas and other relevant agencies, in the form of 

panel data from 14 districts / cities in West 

Kalimantan for 5 years from 2014-2018. The 

variables in this study are the realization of District / 

City Government Expenditure (PP) in West 

Kalimantan province (in billions of rupiah in Ln) as 

an independent variable and the Poverty Rate (TK) in 
the Regency / City of West Kalimantan Province (in 

percent) as the dependent variable or dependent 

variable. This research method is quantitative 

descriptive. This method explains the position of the 

research variables studied and the influence of one 

variable with another variable. The analytical model 

used is the Ordinary Least Square (OLS) estimation 

analysis, which is a form of analysis to determine the 

effect of the independent variables and the dependent 

variable. To test the hypothesis the linear regression 

equation model is used as follows:  

TK = α + β1PP + ei …………..(1) 
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Where : 

Α: Constants 
TK: Poverty Rate in the District / City of West 

Kalimantan Province 

PP: Realization of Regional Government Expenditure 

in Regency / City of West Kalimantan Province 

β1; β2: Regression Coefficient 

et: Confounding Variables (Gujarati, 2006) 

 

III. RESULTS AND DISCUSSION 

 

Poverty is often understood as a symptom of low 

levels of well-being even though poverty is a 

symptom that is complex and multidimensional. The 
low level of life that is often used as a measure of 

poverty is essentially only one link in the emergence 

of a cycle of poverty. Poverty is a human problem 

that has long been discussed because it is related to 

the level of community welfare and its handling 

efforts. 

The percentage of poor people in West Kalimantan 

has decreased from 8.07 percent to 7.77 percent. This 

decrease in poverty level can occur because districts / 

cities in West Kalimantan are encouraged to reduce 

the amount of poverty in each region. The average 
poverty rate in West Kalimantan is 7.37 percent, the 

figure is still below the national poverty rate of 9.66 

percent. Although there are five districts that have 

poverty rates above the national poverty average, 

namely Melawi, Landak, Ketapang, Sintang and 

North Kayong. The poverty rate in Melawi is the 

highest poverty rate of 12.83 percent while the lowest 

poverty rate in West Kalimantan is in Sanggau 

Regency which is only 4.67 percent. (bps, 2019) 

This condition might be triggered by one of them is 

the economic performance in West Kalimantan, 

which is measured by the economic growth rate of 
West Kalimantan, which shows the numbers going up 

and down over time. This shows that the West 

Kalimantan regional government is serious in 

overcoming the problem of poverty by increasing the 

pace of the regional economy even though it is still 

experiencing ups and downs. This can be seen from 

the development of infrastructure and work programs 

carried out by the West Kalimantan regional 

government from government spending. 

Government expenditure is all purchases of goods or 

services made by the central government and regional 
governments (Boediono, 1993). Meanwhile, 

Soetrisno (1984) defines government spending as the 

use of money to carry out government functions 

which include economic resources including the use 

of human resources, natural resources, capital 

equipment as well as other goods and services. 

If the economy is stable, the people's income will 

increase and unemployment decreases so that 

prosperity is created in accordance with community 

expectations (Soediyono, 1992). Government 

expenditure reflects government policy. If the 

government has established a policy to buy goods and 

services, government spending reflects the costs that 

must be incurred by the government to implement the 
policy (Mangkoesoebroto, 1994). Government 

expenditure has a theoretical basis that can be seen 

from the identity of the national income balance, 

namely Y = C + I + G + (X-M) which is a source of 

legitimacy for the Keynesian view of the relevance of 

government interference in the economy. From this 

equation, it can be seen that an increase or decrease in 

government spending will increase or decrease 

national income. 

According to Suparmoko (2000) government 

expenditures can be "exhaustive", that is, purchases 

of goods and services in the economy that are directly 
consumed or can also be used to produce other goods. 

In addition, government spending can also be 

"transfer" only in the form of transfers of money to 

individuals for social purposes, to companies as 

subsidies or maybe also to other countries as gifts 

(grants). Still in Suparmoko (2000), government 

spending is divided into 2, namely: Expenditures are 

investments that add strength and economic resilience 

in the future. Spending directly provides welfare and 

joy for the community. Provide more employment 

opportunities and a wider distribution of purchasing 
power. 

Government expenditure is one component of fiscal 

policy aimed at increasing the rate of investment, 

employment opportunities maintaining economic 

stability and creating an equitable distribution of 

income. Macro theory regarding the growth of 

government expenditure put forward by economists 

and can be classified into the development model of 

expenditure development. Musgrave believes that in a 

process and the percentage of government investment 

in GNP will be smaller. At a further level of 

economic development, Rostow said that government 
activity shifted from providing infrastructure to 

spending on social activities, such as old-age welfare 

programs, health care programs and so on. 

The highest regional government expenditure in 2017 

is owned by the Sanggau district government, 

amounting to Rp 64,896,175 (in million). This figure 

is in line with the small percentage of poverty in the 

area. While Melawi Regency is the regency with the 

highest percentage of poor population, local 

government expenditure is only IDR 2,554,293 (in 

million), although this figure is not the lowest of the 
14 Kota Regencies in West Kalimantan Province, but 

this figure is classified as a little (low). This is also 

the case in several other districts. The amount of 

regional government expenditure does not guarantee 

the number of poor people in the area to be small or 

low. The phenomenon that occurred in West 

Kalimantan strengthens this research to conduct 

statistical tests with the Ordinary Least Square 

method to see the effect of government spending on 

poverty levels. Based on the results of data 

processing, the equation estimation model is obtained 

as follows: 
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TK = α + β1PP + ei ………………………. (2) 

TK  = 7,6123 + 0,0364 PP + ei ………………….  (3) 
The equation estimation model above shows the 

relationship between local government expenditure 

and poverty level, where the results show that local 

government expenditure has a direct and positive 

influence on poverty levels. This is also shown from 

the coefficient of determination (R2) value of 0.9947. 

While the results of hypothesis testing (t test) indicate 

that the significance value of the results of the 

statistical test has a value smaller than 0.05 which is 

equal to 0.0015. This shows that Local Government 

Spending has a significant influence on poverty 

levels. The results of this study are in line with 
research conducted by Desmawan (2016) and 

Amalia, Madris and Razak (2015) who find that local 

government spending has a positive relationship to 

poverty. Meanwhile research conducted by Filmer & 

Pritchett (1997), Fan & Thorat (2000), Dollar & 

Kraay (2001), Bigsten & Levin (2001), Fan & Rao 

(2004), Laabas & Limam (2004) and Klasen (2004) 

2005) whose research results show that local 

government spending directly has a negative and 

significant effect on poverty levels. The research 

suggests that government spending is an important 
instrument for reducing poverty. The types of 

government expenditure that can be identified as 

having direct or indirect effects on poverty are 

expenditures on education, health, infrastructure, 

technology, housing, subsidies and transfers. 

 

IV. CONCLUSION 

 

This study shows the results that the district / city 

government expenditure in West Kalimantan 

Province during the period 2014-2018 has a 

significant effect on poverty levels. This shows that 
the size of government spending carried out or 

budgeted by the region has an influence on the level 

of poverty in the area. So the local government 

should pay attention to the expenditure made by the 

government whether it touches or has an impact in 

supporting government programs to reduce poverty in 

an area. 

 

ACKNOWLEDGMENTS  

 

This research was carried out because of the support 
from the Faculty of Economics and Business, 

Tanjungpura University in achieving the realization 

of a program to develop and improve human 

resources. This program aims to continue to create an 

academic atmosphere that embodies the spirit in 

producing scientific papers. 

 

REFERENCE 
 
[1] Amalia, Rahmah. Madris. Razak, Abd. Rahman. “The Effects 

of the Government Spending on the Poverty in West 

Sulawesi Province.” Jurnal Analisis, Desember 2015, Vol. 4 

No. 2 : 183 – 189. 2015. 

[2] Nabeela, Asghar, Zakir, Hussain, & Ur Rehman Hafeez. “The 

impact of government spending on poverty reduction: 

Evidence from Pakistan 1972 to 2008.” African Journal of 

Business Management Vol. 6(3), pp. 845-853, 

January.Academic journal. 2012. 

[3] Barro, Robert J. “Economic Growth in Cross Section 

Countries.” Quarterly Journal of Economics. 1991. 

[4] Bigsten, A. & Levin, J. “Growth, Income Distribution and 

Poverty. Working Paper in Economic.” 2000. 

[5] BPS. “Kalbar Dalam Angka.” Pontianak. 2019. 

[6] Boediono, “Teori Pertumbuhan Ekonomi,” Seri Sinopsis 

Pengantar Ilmu Ekonomi, Edisi 1, Cetakan Ke 5, BPFE, 

Jogyakarta. 1993. 

[7] Cahyat. A. “Bagaimana Kemiskinan Diukur? Beberapa 

Model Perhitungan Kemiskinan di Indonesia.” Poverty & 

Decentralization Project CIFOR (Center for International 

Forestry Research).Jakarta. 2004. 

[8] Desmawan, Deris. “Analisis Pengaruh Pengeluaran 

Pemerintah Sektor Pendidikan Dan Sektor Kesehatan 

Terhadap Kemiskinan Di Propinsi Lampung.” Tesis. 

Pascasarjana Ilmu Ekonomi Fakultas Ekonomi Dan Bisnis 

Universitas Lampung, Bandar Lampung. 2016. 

[9] Devarajan, S. & Vinaya, S. “What do goverment Buy? The 

Composition of Public Spending and Economic 

Performance.” Education Quality and Economic Growth, The 

World Bank, Washinton DC. 1993. 

[10] Dollar, D. & Kraay, A. “Trade, Growth and Poverty.” 

Development Research Group, The World Bank. 2001. 

[11] Fan, S. Zang. & Rao, N. “Public Investment, Growth and 

Rural Poverty.” Public Expenditures, Growth and Poverty: 

Lesson from Developing Countries. Hal. 56-108. 

International Food Policy Research Institute. 2004. 

[12] Fan, S., Hazell, P. & Thorat, S. “Government Spending, 

Growth and Poverty in Rural India.” Amer. J. Agr. Econ. 82 

(4) (November 2000): 1038-1051. American Agricultural 

Economics Assosiation. 2000. 

[13] Filmer, D. & Prichett, L. “The Impact of Public Spending of 

Health : Does Money Metter?.” Social Sience & Madicine. 

49:1309-1323. 1997. 

[14] Gujarati Damodar. “Dasar-Dasar Ekonometrika Jilid 1”, 

Erlangga. Jakarta. 2006. 

[15] Jhingan M.L. “Ekonomi Pembangunan dan Perencanaan,” PT 

Raja Grafindo Persada. Jakarta. 2004. 

[16] Keputusan Menteri Dalam Negeri Nomor 29 Tahun 2002, 

Terjadi Perubahan Dalam Pengelompokkan Belanja Daerah. 

[17] Kuncoro, Mudrajat. “Ekonomi Pembangunan Teori, Masalah, 

Dan Kebijakan.” UPP AMP YKPN. Yogyakarta. 2004. 

[18] Klasen. “Economic Growth And Poverty Reduction: 

Measurement and Policy Issues.” OECD Development 

Centre. Working Paper No.246. 2005. 

[19] Laabas & Limam. “Impact of Public Policies on Poverty, 

Income Distribution and Growth.” Arab Planning Institute. 

2004. 

[20] Lin, Steven A. “Goverment Spending and Economic 

Growth.” Applied Economic. 26:83-94. 1994. 

[21] Mangkoesoebroto, Guritno. “Ekonomi Publik,” BPFE. 

Yogyakarta. 1994. 

[22] Ravallion, Martin. “Poverty Comparisons.” World Bank. 

New York. 1998. 

[23] Raghbendra, ANU, Canberra. “An Empirical Analysis of the 

Impact of Public Expenditures on Education and Health on 

Poverty in Indian States.Journal of Economic Studies.” 

Kingston University,Canada. 2001. 

[24] Soetrisno. “Kemiskinan, Perempuan dan Pemberdayaan.” 

Kanisius. Jakarta. 1984. 

[25] Soediyono. “Ekonomi Makro: Pengantar Analisis Pendapatan 

Nasional Edisis 5”. Liberty, Jogjakarta. 1992. 

[26] Suparmoko. “Keuangan Negara Dalam Teori Dan Praktek 

Edisi 4”. BPFE, Yogyakarta. 2000. 

[27]World bank. “East Asia Urban Working Paper Series, Kota-

Kota Dalam Transmisi: Tinjauan Sektor Perkotaan Pada era 

Desentralisasi di Indonesia.” Urban Sector Development Unit 

Infrastructure Departement East Asia andPacific Region The 

World Bank. Jakarta. 2003. 

                                                


