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Abstract 

This study aims to determine the effect of regional government characteristics on the financial performance of 
district / city regional governments in West Kalimantan. This research uses multiple regression. The dependent 
variable used is the regional financial performance which is proxied from the level of efficiency while the 
independent variables used are total assets, regional expenditure, DAU, PAD, and leverage as indicators of local 
government characteristics. The findings of this study indicate that regional spending and dependency of district 
/ city regional governments in West Kalimantan on central government have an influence on the financial 
performance of district / city governments in West Kalimantan, while government size, prosperity and leverage 
have no influence on the financial performance of district governments / city in West Kalimantan. 
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1. Introduction 

The crisis that occurred in 1996-1997 prompted the delegation of part of the authority for financial management 
from the central government to regional governments, which is usually called the autonomy authority. It is 
intended that local governments are able to be independent in carrying out development and provide greater 
flexibility to local governments in carrying out regional development, as well as in financing development and 
services on the basis of the financial capacity of the local government itself. In addition to this, local 
governments want to provide services that are more oriented to community satisfaction and the needs and desires 
of the people regarding the performance of local governments increasingly large and critical, especially since the 
reform era that gave birth to the decree of the MPR namely TAP MPR number XV / MPR / 1998 concerning the 
implementation of regional autonomy , regulation, distribution and utilization of equitable national resources as 
well as central and regional financial balances within the framework of the Republic of Indonesia. 

In addition to giving autonomy authority to the central government, the central government is also required to 
provide a report on the implementation of the regional government (LPPD) to the central government, as a form 
of evaluation and monitoring of the central government to the regional government in carrying out the autonomy 
authority. The implementation of the autonomy authority covers compulsory and optional affairs. Obligatory 
affairs are very basic matters relating to the basic rights and services of citizens. While the choice of affairs is a 
matter that actually exists in the region and has the potential to improve the welfare of the community, in 
accordance with the conditions, uniqueness and superior potential of the region (PP No.3 / 2007). District / city 
government LPPDs are highly dependent on the functions that are their responsibility and the characteristics of 
each local government (Mustikarini and Fitriasari, 2012). 

Implementation of local government needs to be evaluated, as a measurement of the performance and success of 
local governments in carrying out regional development. According to Chaw, et al (2001) in Sumarjo (2010) 
performance measurement is an important component because it will provide feedback on plans that have been 
implemented. 

The current phenomenon in Indonesia shows that the people's response to the implementation of regional 
autonomy is very high so that the regional government is demanded to do good governance and the community 
is pushing the government to have a more effective and efficient performance from year to year. This shows the 
existence of public demands for transparency in the management of government finances. 



http://journal.julypress.com/index.php/iref  Vol. 3, No. 2; December, 2019 

30 
 

Through regional autonomy, people expect the creation of efficiency and effectiveness in the management of 
regional resources, the quality of public services and the welfare of the people increase, as well as civilizing and 
creating space for people to help in the development process. The implementation of regional autonomy in 
Indonesia has been running for almost two decades, but the implementation of regional autonomy policy is still 
not running optimally, this can be seen from the unequal welfare of the people and many gaps between regions. 
Performance measurement is one way to create good governance (Halacmi, 2005). According to Kusuma (2017) 
the financial performance of local governments is not only a form of control, but also helps all users of local 
government financial reports including the public to be able to evaluate the performance of local governments. 
Regional autonomy that is not yet optimal in local government financial performance is a problem that must be 
resolved immediately. Performance has even declined compared to before autonomy (Sunardi, 2016). 
Governance in local governments in Indonesia has not shown a better direction, as evidenced by the still many 
cases of corruption and efforts to reform the bureaucracy so that this becomes a problem in the implementation 
of regional autonomy. Transparency and accountability of local government financial performance are demanded 
to be in the public spotlight (Aziz, 2014). 

Poerwadarminta (2006) and Suhardjanto and Yulianingtyas (2010) suggested that the characteristics of local 
government are special characteristics inherent in local government, marking a region, and differentiating it from 
other regions. Purba (2006), Rustiono (2008) and Ahmad (2011) in their research linking the characteristics of 
local government with macroeconomic performance. Patrick (2007) in his study explained the characteristics of 
local government can be seen with two components, namely organizational structure and external environment. 
Hasibuan (2009) in Sumarjo (2010) found that there is an influence of company characteristics on a company's 
performance. This finding can be applied to the public sector, where regional characteristics can be a tool to 
measure the performance of local government. Differences in characteristics between regions are assumed to 
affect the financial performance of local governments. 

Sumarjo (2010) examined the characteristics of local governments by using the size of the local government 
which is proxied by total assets, wealth proxied by Regional Original Revenue (PAD), legislative size which is 
proxied by the total number of DPRD members, the leverage proxied with debt to equity and intergovernmental 
revenue proxied by a comparison between the total amount of balance funds with the total amount of income as 
an independent variable.  

Size (size) of an area if it has a larger size, the performance is increasingly inefficient because of the large size of 
the area which is proxied by the total assets will make greater regional expenditure. Research conducted by 
Shafira (2018), Masdiantini and Erawati (2016), Aziz (2014), Mustikarini and Fitriasari (2012), Kusumawardani 
(2012) and Sumarjo (2010) show that the size of the local government has a positive effect on financial 
performance local government. These results are not in line with research conducted by Kusuma (2017), 
Noviyanti and Kiswanto (2016), Marfiana and Kurniasih (2013) and Nandhya (2013) show that the size of the 
regional government has no effect on the financial performance of local governments. 

Efficiently, the greater total regional expenditure owned by a region can make its performance more inefficient 
because the expenditure of regional expenditure used will be more and more. However, according to Noviyanti 
and Kiswanto (2016), the amount of regional expenditure issued by the regional government can make it easier 
for the regional government to carry out the development program that has been designed in its area. The 
research is supported by the results of research by Mustikarini and Fitriasari (2012), Marfiana and Kurniasih 
(2013), Aziz (2014), Kusuma (2017), and Shafira (2018) which show that regional spending has a positive effect 
on the financial performance of local governments while research conducted by Mustikarini and Fitriasari (2012), 
Sudarsana (2013), Meilina et al. (2016) and Suryaningsih and Sisdyani (2016) show that regional spending does 
not affect the financial performance of local governments. 

The General Allocation Fund (DAU) is a transfer fund from the central government to regional governments 
with the aim of meeting the needs of the region. So that shows that the DAU received by local governments 
depends on the central government will show increasingly strong local governments depend on the central 
government to meet the needs of their regions. Research Noviyanti and Kiswanto (2016), Elychia (2014), Aziz 
(2014), Marfiana and Kurniasih (2013), Mustikarini and Fitriasari (2012), Julitawati, et al (2012), Ahmad (2011), 
Indararti (2011), Sumarjo (2010) and Virgasari (2009) show that the level of dependency on the central 
government affects the financial performance of local governments, the results of this study are not in line with 
the research of Mirna (2012), Sudarsana (2013), Nur (2014), Suryaningsih and Sisdyani (2016 ), Meilina et al 
(2016), Masdiantini and Erawati (2016), Kusuma (2017), and Shafira (2018) state that the level of dependency 
on the central government has no effect on the financial performance of local governments. 
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Research conducted by Virgasari (2009), Lin et al. (2010), Indrarti (2011), Mustikarini and Fitriasari (2012), 
Surepno (2013), Sudarsana (2013) and Kusuma (2017) show that prosperity influences financial performance 
while Shafira's research results (2018), Masdiantini and Erawati (2016) ), Suryaningsih and Sisdyani (2016), 
Marfiana and Kurniasih (2013), Kusumawardani (2012), Sumarjo (2010) prosperity has no effect on the 
financial performance of local governments. 

This study replicates the research of Shafira (2018) who in his research empirically tested the influence of local 
government characteristics on financial performance in Indonesia, while this research was conducted in the 
province of West Kalimantan. In an effort to improve the efficiency and effectiveness of the implementation of 
regional autonomy, which focuses on districts / cities in the province of West Kalimantan. The ability of local 
governments to manage their finances can be seen in the regional budget (APBD) which shows the ability of 
local governments to finance all development activities. 

The characteristics of the regional government used in this study are the size of the local government, the 
prosperity of the local government, the level of dependency on the central government and regional spending. 
This research is slightly different from the replicated research because this study adds leverage as a characteristic 
of local government. Several previous studies have made leverage as one of the characteristics of local 
government. Sumarjo (2010) in his research found that leverage affects the performance of local government. 
The results are different from Sesotyaningtyas (2012), Kusumawardani (2012), Ayuningsih (2016) and Kusuma 
(2017) research which found no leverage effect on local government financial performance. The results of 
previous studies still show inconsistencies, this study will discuss the effect of local government characteristics 
on the financial performance of local governments, which in this study the District / City in West Kalimantan 
Province will be the object of this study. 

2. Method 

The form of this research is descriptive. The data used in this study is panel data, from 2014-2016 (3 years) in 12 
districts and 2 cities in West Kalimantan Province. The variable in this study is the local financial performance 
which is proxied from the level of efficiency as the dependent variable while the independent variable is the 
characteristics of the local government which consists of the size of the regional government, Regional 
Expenditure, Dependency Level, Wealth and leverage. The research data is secondary data, obtained from the 
website of the Indonesian Statistics Agency (BPS). Data analysis techniques used to see the effect of the size 
(size) of local governments, Regional Expenditures, Dependency, Wealth and leverage on regional financial 
performance in West Kalimantan Province are multiple linear regression analysis, while the regression equation 
is as follows: 

Y = α + β1X1 + β2X2 + β3X3 + β4X4 + β5X5 + e                       (1) 

Where: 

Y     : Financial Performance of Local Government 

α     : constant 

β1, β2, β3, β4, β5  : coefficients of the independent variables 

X1     : government size 

X2     : regional expenditure 

X3     : the level of dependence on the center 

X4     : prosperity of the local government 

X5     : Leverage 

e     : error term 

3. Results 

The model in this study shows there are no problems of normality, multicollinearity, or autocorrelation. This is 
known because before testing the hypothesis, this study first performed a classic assumption test to find out the 
normal distribution of data in the study. Test the coefficient of determination seen from the Adjusted R2 value of 
98.18% means it indicates that the independent variables used in this study consisting of total assets, regional 
expenditure, DAU, PAD, and leverage are able to explain the dependent variable of local government financial 
performance of 98, 18%. While the remaining 1.82% is explained by other variables outside the independent 
variables used in this study. While the simultaneous significance test (F statistical test) obtained a significance 
value of 0.015. The significance value is <0.05, this result indicates that the regression model is feasible to 
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predict the dependent variable. 

Furthermore, the results of data processing of the dependent variable are the financial performance of local 
governments which are proxied from the level of efficiency with the independent variable, namely the 
characteristics of the local government seen from five indicators which are then translated as an independent 
variable in this study, namely the size of the government proxy for total assets, expenditure regions, as seen from 
the realization of regional expenditure, DAU which proxies the level of dependence of the regional government 
on the central government, prosperity which is proxied from the PAD and the level of leverage that is proxied 
from the DER owned by the regional government, then the equation estimation model is obtained as follows:  

Y = 210.45 + 25.88 X1 - 623.06 X2 + 677.09 X3 - 81.60 X4 - 4.03 X5 + e           (2) 

A constant value of 210.45 means that if the independent variable is government size (X1), regional expenditure 
(X2), the level of dependence on the center (X3), prosperity of the local government (X4), and leverage (X5) 
equal to zero, then the value local government performance (Y) of 210.45. β1 = 25.88 means that if the size of 
local government increases, the variable performance of local government finances will increase. β2 = -623.06 
means that if regional expenditure increases, the variable performance of local government finances will 
decrease. β3 = 677.09; means that if the level of dependence on the center increases, then the performance 
variable will increase. β4 = -81.60 means that if prosperity increases, then the variable performance of local 
government finances will decrease. β5 = - 4.03 means that if leverage increases, the regional government 
performance variable will decrease. 

Furthermore, to determine the effect of the independent variable on the dependent variable in this study, a 
hypothesis test is conducted and the results can be as seen in Table 1 below. 

 

Table 1. Hypothesis Test Results 

 Sig Hypothesis Decision 

Government Size => Financial Performance of Local Government 0,705 Rejected 

Regional Expenditures => Local Government Financial Performance 0,026 Received 

Dependence on the Central Government => Financial Performance of 
Local Governmen 

0,026
Received 

Regional Government Independence => Financial Performance of 
Regional Government 

0,136
Rejected 

Leverage => Local Government Financial Performance 0,427 Rejected 

Source: Processed Results, 2019 

 

4. Discussion 

Table 1 shows that from the five hypotheses there are two hypotheses that can be accepted because the 
significance value is less than 0.05. Hypothesis 1 which states that the size of the government has an influence 
on the financial performance of local governments, is rejected. This means that the size of the government in the 
regencies / cities in West Kalimantan which is proxied from the total assets owned by the regional government 
does not have an influence on the financial performance achieved by the local government. The results of this 
study are in line with the results of Shafira (2018), Marfiana and Kurniasih (2013), Nandhya (2013), Talebria et. 
al (2010) and different from the research findings of Kusumawardani (2012), Sumardjo (2010), Mustikarini and 
Fitriasari (2012). This indicates that the role of total assets in improving the financial performance of local 
governments in West Kalimantan Regency / City has not been able to function as it should. 

Hypothesis 2 which states that regional spending has an influence on the financial performance of local 
governments, is acceptable. This can be seen from the significance value smaller than 0.05 which is 0.026. The 
results of this study are not in line with research conducted by Mustikarini (2012), Suryaningsih and Sisdyani 
(2016), Purba (2006) and Rustiono (2008). But it is the same with research conducted by Shafira (2018), 
Marfiana and Kurniasih (2013). This shows that the regional government in West Kalimantan has realized and 
used the regional government budget well and this is also an indicator of success and improvement in the 
performance of the local government towards a better direction. Local governments with large total expenditure 
should be able to provide good performance. Because regional expenditure both routine and capital expenditure 
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and infrastructure can improve the performance of local governments to the community. Regional governments 
are certainly required to be able to manage expenditures that can improve their performance to the public. 

In addition, the other independent variable, namely the dependence of the local government on the central 
government which in this study proxies from general allocation funds (DAU) shows that it has an influence on 
the financial performance of local governments, this is indicated by the results of testing the third hypothesis 
which shows the value of sig. smaller than 0.05. So it can be concluded that the dependence of local 
governments on the central government has an influence. The results of this study are in line with Mustikarini 
and Fitriasari (2012), Sumarjo (2010), Marfiana and Kurniasih (2013), Rahim (2008), Sumarjo (2010), Ahmad 
(2011), Suryaningsih and Sisdyani (2016), Indararti (2011) , Virgasari (2009) but not in line with Shafira (2018), 
Mirna (2012), Nur (2014), Masdiantini and Erawati (2016). This influence indicates that funds from the center 
have an influence on the financial performance of local governments that are used to meet regional needs, and 
the use of these central funds is allocated more to routine expenditure compared to capital expenditure. The 
regency / city regional government in West Kalimantan on average still has a relatively high level of dependence 
on the central government, this is not in line with the objectives of regional autonomy so we can say the 
objectives of regional autonomy have not been realized. 

Hypothesis 4, which looks at the influence of local government proxies from PAD funds on the financial 
performance of local governments shows that the hypothesis is rejected, as well as hypothesis 5, which states 
that there is an influence between the proxy of DER leverage on government financial performance. Hypotheses 
4 and 5 are rejected, because the sig. from the hypothesis test shows greater than 0.05, respectively 0.136 and 
0.427. The results of this study are in line with research by Marfiana (2013), Sumarjo (2010), Shafira (2018), 
Kusumawardani (2012), Marfiana and Kurniasih (2013), Masdiantini and Erawati (2016) and contrary to 
research by Mustikarini and Fitriasari (2012), Lin et. al (2010), Surepno (2013), Indararti (2011), Virgasari 
(2009). This indicates that PAD does not have an optimal role in improving the financial performance of regional 
governments, this is because local governments are still dependent on funding from central funds, especially 
from general allocation funds (DAU), as stated by Hadi, et.al. (2009) in his research. 

5. Conclusion 

The results of hypothesis testing in this study indicate that regional spending and dependency of district / city 
local governments in West Kalimantan on central government have an influence on the financial performance of 
district / city governments in West Kalimantan, while government size, prosperity and leverage have no 
influence on government financial performance district / city areas in West Kalimantan. This shows that the 
financial performance of local governments in districts / cities in West Kalimantan tends to be less independent 
and less efficient so that it is hoped that in the future the regional government can conduct evaluations in order to 
improve regional financial performance. Local governments must make better efforts to increase PAD in an 
effort to improve the welfare of the community. 

Local governments with large assets and wealth (PAD) should be able to provide good performance. Because 
prosperity with large assets and wealth certainly has greater pressure from the community, to be able to manage 
and use the resources of the local government in order to improve performance. If the regional government with 
large assets and assets but the efficiency performance is still considered poor, the local government must 
introspect and make improvements in the future. Because logically the local government with large assets and 
wealth certainly has greater pressure from the community to be better in managing and using all of their 
resources for performance improvement. 
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