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ABSTRACT 
Todays poverty is still become a serious economic problem. Therefore, both central and local government in reducing 
poverty are absolutely necessary. The form of partiality can be done in the form of fiscal policy and government 
expenditure. This study aims to determine the impact of government expenditure district and city on the poverty in South 
Sulawesi. This study was conducted in 23 districts and cities in South Sulawesi in South Sulawesi, with panel data which combines 
the time series data in 2007-2013 and the cross section data. This study uses an econometric model with a system of simultaneous 
equations. The estimation results models on poverty shows that poverty is influenced positively and significantly on the number of 
population and the number of poor people last year. While education spending has negative and significant effect on poverty. Then 
the regional gross domestic product a negative effect but no significant effect on poverty reduction. the results of policy simulation 
shows that the increase in capital expenditure, the total increase in government expenditure, or an increase in education spending 
in counties and cities in the province of South Sulawesi, had a positive impact on economic growth, reduce poverty, and 
unemployment. Nevertheless, its impact is relatively small both to economic growth, reduction of unemployment, especially to 
poverty reduction. Lack of responsiveness of local government spending policies to the reduction of poverty, indicate that fiscal 
policy carried out by local governments is not entirely pro-poor. Therefore, to improve the response of government policy, it 
should be the local government needs to be more aligned and focused and policy required the immediate and productive aimed at 
the poor and food-insecure, especially on the workers and poor peasants by doing mentoring program.  
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INTRODUCTION 

 

The economic crisis that began in July 1997 have negative impact on people’s lives, namely the 

weakening of economic activity, deteriorating health services and education  and the deteriorating 

condition of public infrastructure and facilities. According to Central Bureau of Statistics, the number 

of poor people increases to 49,6 million people (24,3 percent) in 1998. 

In line with improving economic conditions, followed by the controlled price of goods and 

services, and rising incomes, therefore the number of poor people decreased gradually to 28,51 million 

people or 11,13 percent in 2015. From the number of poor people, 17,89 million or 14,46 percent are 

lived in rural areas and 10,62 million or 8,51 percent lived in urban areas (Central Bureau of Statistics, 

[1]).  

By the number of poor people which is still quite large, then poverty in indonesia is still 

considered a serious issue therefore the more serious efforts are required in the future. In order to solve 

the problem of poverty, the government has issued various policies, both in general and specifically to handle 

the poverty problem as the National Program for Community Empowerment (PNPM). 
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Indonesia's poverty reduction strategies undertaken include: (1) Improving social protection 

programs, (2) Improving access to basic services, (3) Empowerment of the poor; and (4) Creating an 

inclusive development [2]  

Todaro and  Smith [3] describe very well who the real poor people. The real poor people are who have 

amounted to more than 6 billion people which have less fortunate in their daily. They do not have their own 

house and if they have, it's so small. Food supplies are also often inadequate. Their health conditions are 

generally not so good or even bad, and many of them are illiterate and unemployed. Their future to achieve a 

better life is usually bleak, or at least uncertain. 

Thus, it is clear that the real problem of poverty is not only a problem of lack of income and price. The 

problem of poverty is the low quality of human resources, poverty is a matter of food, clothing, and shelter, 

poverty is employment problems (Sen A., [4]). The main point of the poverty is the problem of deficiency 

and it is happen in many rural areas and generally engaged in the agricultural sector. 

Since 2001, indonesian launch a new round of governance, when the enactment of the Law on Regional 

Autonomy, namely Law No. 22 of 1999 on Local government later revised by Act No. 32 of 2004 and Act No. 

25 of 1999 on Financial Balance between Central and Local Government, which was subsequently revised by 

Act No. 33 of 2004. 

Todays in regional autonomy era, local government have almost full authority over the use of their fiscal 

resources. The provincial government and the city district, currently manages about 36 percent of total public 

expenditure, as compared with the conditions in the mid-1990s only amounted to about 24 percent [5].  

Fiscal policy is a form of government intervention to influence the economy with the intention that the 

economic situation is not too deviate from the desired state by means of policy instrument variable in the form 

of taxes (T), Government Transfers (Tr), and Government Expenditure (G). Fiscal policy is called budgetary 

policy, it carried out through the State Budget (APBN). (Romer, [6]; Dornbursh, R., S. Fisher, and R.Startz, 

[7]. Therefore, Donalson [8]; Todaro and Smith, [3]; Adelman and Robinson [9],  state that the policy should 

be directed at specific target groups which are poor.  

The Province of South Sulawesi as a province with the largest population in the eastern part of Indonesia, 

with most of the population live on agriculture, can not escape the problems of poverty. Statistical data center 

showed that the poverty rate in this area is still as high as 10,12 percent or 864.510 people in 2015, more than 

80 percent or 707.340 people was located in rural areas with the main livelihood of the agricultural sector, and 

157.180 people was in urban areas. Although the poverty rate is under the average level of national poverty 

by 12.49 percent, but it is still a serious problem and needs attention from the government in order to 

reduce poverty in the province of South Sulawesi [10]. 

Several studies found that fiscal policy can play an effective role on the economy (Guimaraes, [11]; Park, 

[12]; While Shaheen and Paul, [13]; Claeys, [14]; Costa and Dixon,  [15];  Fatima, [16]; Adeniyi dan Bashir 

[17] found that there is an inverse relationship between government spending to the level of poverty in both the 

short term and in the long term. It was also found that government spending on the economy effectively and 

efficiently can increase private investment, expansion of employment, and reduce poverty. 

The results of the study in Indonesia showed that fiscal policy plays an important role in encouraging the 

development, poverty reduction and rural economy. The result also showed that the increase of government 

expenditure of infrastructure have positive impact on economic growth (Akhmad at.al, [18]; Mardiasmo, [19]). 

While Rindayati[20], Akhmad [21]) found that the area of fiscal policy in terms of revenue is by increasing 

revenue sources such as local taxes and levies, less direct effects on the performance of food security and 

poverty. Increased agricultural sector spending impact on improving the agricultural sector GDP further 

improve the performance of food security and reduce poverty, and improve the region's fiscal performance. 

Based on the descriptions above, this study aims to determine the impact of local government expenditure 

on poverty of South Sulawesi in Indonesia. 

 

Data And Metodology: 

This study uses panel data of 23 districts and cities in 2007-2013. The selection span of data in 2017-2013 is 

based on the consideration that the regional autonomy at the time was already entered a period of instability and 

the economy has begun to recover from the crisis. Data used include fiscal data district and the city obtained 

from the Ministry of Finance of the Republic of Indonesia and the economic data of district and city; the Gross 

Domestic Product (GDP), employment, unemployment, poverty and inflation which are sourced from the 

Central Statistics Agency (BPS) district and city in the province of South Sulawesi. 

This study uses an econometric model with a system of simultaneous equations. Model system of 

simultaneous equations which is constructed by 26 equations include; 19 structural equations and 8 identity 

equations.  

Econometric model with a system of simultaneous equations built are: 
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I. Fiscal Block: 

Local Revenues: 

1. Local Revenue 

PADit   =  PAJDit + RETDit +  BUMDit + PADLit        (1) 

2. Local taxes 

PAJDit = a0 +  a1TPGPDit +  a2MTRit + a3JKHLit +a4LPAJDit + u1          (2) 

the expected estimated parameters are:  a1, a2, a3, a4 > 0 

3. Local Retribution  

RETDit = b0 + b1PDRBit + b2TPGPDit + b3POPit + b4LRETDit + u2           (3) 

the expected estimated parameters are:  b1, b2, b3,  b4>0 

4. General Allocation Fund  

DAUit  = c0 + c1PADit + c2LDKit + c3MISKit + c4POPit +c5PNSit + u3                          (4) 

the expected estimated parameters are:  c1, < 0 ; c2, c3, c4, c5 >0 

5. Revenue-sharing 

DBHit  = d0 + d1PDRBit + d2TRENit + d3LDBH +  u4             (5) 

the expected estimated parameters are: d1, d2, d3 >0 

6. Total of Local Revenues  

TPDit = PADit + DAUit + DBHit +  DAKit + PLDit             (6) 

 

Local Expenditures: 

1. Personnel Expenditure  

BPGWit  = e0 + e1PNSit + e2 PADit + e3DAUit +  e4LBPGWit+  u 5  ...         (7) 

the expected estimated parameters are: e1, e2, e3, e4 >0 

2. Expenditure of Goods and Services  

BBJit  = f0 +  f1PADit + f2DAUit + f3DBHit +  f4LBBJit + u6           (8) 

the expected estimated parameters are: f1, f2, f3, f4  >0 

3. Capital Expenditure 

BMDit  = g0 + PAD + g1DAU + g2 DAK + g3DBH + g4LMDSit  u7           (9) 

the expected estimated parameters are: g1, g2, g3, g4  >0 

4. Other Government Expenditures (BLL) 

BLLit  = h0 +  h1DAUit + h2DBHit+  h3PADit  +  h4LBLLit +  u8       (10) 

the expected estimated parameters are: h1, h2, h3, h3> 0 

5. Total Expenditure of Local Government 

TPGPDit = BPGWit +  BBJit + BMDit   + BLLit   .         (11) 

II. Block Demand of Regional Aggregate: 

1. Private Consumption Expenditure 

KONSit   = i0 + i1PDRBit + i2BBJit + i3BPGWit  + i4INFLit +  i5LKONSit + u9        (12) 

the expected estimated parameters are:  i1, i2, i3 , i5 , > 0; i4 < 0 

2. Private Investment 

INVSit = i0 + i1 BMDit + i2PADit + i3 KONS + i4LINVSWit + u10 ..        (13) 

the expected estimated parameters are:  i1, i3, i4,  > 0;  i2 < 0 

3. Total of Government Expenditures  

TPGPit = TPGPDit +  DDTBLit.           (14) 

4. Export Local  

EXPDit = j0 + j1NTRPit + j2PDRBit + j3INFL + j4LEXPDit + u11          (15) 

the expected estimated parameters are:  j1, j3  < 0; j2, j4 > 0 

5. Import Local  

IMPDit  = k0 + k1PDRBit + k2 KONSit + k3LIMPDit + u12          (16) 

the expected estimated parameters are:  k1, k2, k3 > 0    

6. Net Export 

NEXP = EXPDit - IMPDit             (17) 

 

III. Block of Economic Performance: 

1.  PDRB Agricultural Sector 

PDRBSPit 
 
= m0

 
+ m1 PTKSPit + m2BMDit

 
+ m3LPDRBSPit  + u13       (18) 

the expected estimated parameters are:  m1, m2 , m3, > 0  

2. PDRB Industry and Trade Sector 

PDRBIPit 
 
= n0

 
+ n1 PTKNPit + n2BMDit

 
+ n3INVSit + n3LPDRBIPit  + u14       (19) 

the expected estimated parameters are:  n1, n2 , n3, n4> 0  
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3. Other Sector of PDRB  

PDRBSLit 
 
=  o0

 
+ o1 PTKNPit + o2INVSit + o3KONS it + o4LPDRBTB it + u15      (20) 

the expected estimated parameters are:  o1, o2 , o3, o4, > 0 

4. The Gross Regional Domestic Product 

PDRBit 
  
=  PDRBSPit + PDRBIP it + PDRBSLit        (21) 

5. The Agricultural Labor Absorption 

PTKSPit   = p0+ p1AKKit + p2BMDSPit +  p3LPTKSPit + u16          (22) 

the expected estimated parameters are:  p1, p2, p3 > 0 

6. The Non-agricultural Labor Absorption 

PTKNPit   =  q0
 
+ q1 INVSit +   q2

 
AKKit 

 
+  q3LPTKNPit + u17        (23) 

the expected estimated parameters are:  q1, q2 , q3  > 0 

7. Total Absorption Labor  

PTKit   = PTKSPit + PTKNP           (24) 

8.  Unemployment 

UNEPit
 
= AKKit  -  PTKit             (25) 

9.  Human Development Index 

IPM = r0 + r1BKESit + r1BPENit + r1LIPMit + u18         (26) 

the expected estimated parameters are: r1,  r2, r3 > 0 

10. Poverty   

MISKit 
 
= s

0 
+ s1

 
PDRBit + s2

 
POPit + s3BSOSit + s4IPMit + s5LMISKit + u

19         (27)  

the expected estimated parameters are: s2,  s5 > 0; s1, s3,  s4 < 0 

 

The estimation model was conducted using 2SLS (Two Stage Least Squares) for 2SLS method is suitable 

for the simultaneous equations is over-identified, it can be can be used in a relatively small number of samples 

and it is not sensitive on modifications (respesification) model for structural analysis and simulation for analysis 

and forecasting.  Data processing was done by using a computer software program SAS version 9.0. 

 

Research Result: 

The specification of the model used in this study has undergone several modifications, because it found 

some results allegations that are not consistent with the theory and some of the alleged parameters are not real. 

So finally obtained a model with the performance results of estimation parameters representative enough to 

describe the phenomenon exists at the district/ city in South Sulawesi.  

The result of estimation model using econometric methods 2SLS (two Stege least square) obtained factors 

that affect the endogenous variables, where there are 19 structural equations that are showing good results.  

 

Fiscal Policy: 

The result of estimation model to the regional fiscal demand (Table 1) showed that: (1) Local tax influenced 

significantly and positively by the number of hotel rooms and local tax in previous year, while the number of 

vehicles and total of government expenditure has a positive sign, but not significant, (2) regional retribution is 

significantly and positively influenced by total expenditure and regional retribution in previous year, while 

PDRB and the number of population has a positive sign but not significant, (3) General Allocation Fund  is 

significantly and positively influenced by a number of civil servants, and the number of population, while the 

area of the municipal district and the number of poor people has a positive sign but not significant, and (4) 

revenue-sharing is significantly and positively influenced by revenue-sharing in previous year while the PDRB 

and trend have a positive but not significant impact. 

The result of estimation model to regional fiscal expenditure showed that: (1) Personnel expenditure 

significantly and positively influenced by the number of civil servants, while regional revenue and personnel 

expenditure in previous year, and the general allocation fund has a positive sign, but not significant. (2) 

expenditure of goods and services is positively and significantly affected by regional revenues, general 

allocation fund, and expenditure of goods and services in previous year, while the revenue-sharing has a positive 

but not significant affected to expenditure on goods and services, (3) capital expenditure is significantly affected 

by the previous year's capital expenditure, special allocation funds and revenue-sharing. While the general 

allocation fund and regional revenue are not significant, (4) social expenditure of local government significantly 

affected by social expenditure in previous year, while the general allocation fund, revenue-sharing, and local 

revenues have a positive sign, but not significant effect.  
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Tabel 1: The Result of Parameter Estimation of Regional Fiscal Equations. 

Local tax Equation  (PAJD) 

Variables Estimates Prob>[T] 
Elasticity 

F-test Adj R-Sq 
Short term Long term 

Intercept -724,102 0,1942 - - 

825,01 0,8986 

TPGPD      0,00260 0,3941 0,0422 0,47342 

MTR 0,001815 0,6235 0,1685 1,88884 

JMKH 1,72904 0,0009 0,2645 1,32244 

LPAJD      0,91079 <,0001  - - 

Regional Retribution Equation (RETD) 

Intercept   -752,390 0,0664  - - 

304,64 0,8964 

PDRB        0,00006 0,5634 0,0289 0,078 

TPGPD       0,008478 0,0041 0,3475 0,9396 

POP         0,000122 0,9161 0,3804 1,0284 

LRETD       0,804374  <,0001  - - 

General Allocation Fund Equation (DAU) 

Intercept   52755,47 <,0001  - - 

292,72 0,9141 

PAD         -0,32961 0,1189 0,2833 - 

LDK         0,595332 0,3563 0,2157 - 

MISK 0,087345 0,19 0,0423 - 

POP         0,069089 0,0003 0,0667 - 

PNS        1,037955           <,0001  0,3645 

 Revenue-sharing Equation  (DBH) 

Intercept   1890,999 0,086  -  - 

234,19 0,8362 
PDRB        0,000147 0,6348 0,0662 0,0996 

TREN        42,05079 0,8523 0,0016 0,0024 

LDBH        0,922104 <,0001   -  - 

Personnel Expenditure Equation  (BPGW) 

Intercept 10141,3 0,3449  -  

78,64 0,6939 

PNS        11,36590 0,0018 0,3841 0,7061 

PAD              -0.11882  0,6919 0,1768 0,325 

DAU        -0,00765 0,9676 0,0497 0,0914 

LBPGW      0,225238 0,1646  - - 

Goods and services Equation  (BBJ) 

Intercept  475,7364 0,8409  -  - 

328,5 0,8739 

PAD         0,258363 0,0112 0,2879 1,0567 

DAU        0,039135 0,0548 0,0813 0,2983 

DBH        0,087615 0,2885 0,0721 0,2532 

LBBJ       0,720079 <,0001   -  - 

Capital Expenditure Equation  (BMD) 

Intercept  -1597,39 0,8147  -  

57,82 0,7647 

PAD          0,47242 0,1635  0,0755  0,1009 

DAU         0,05614 0,3373 0,682 0,9118 

DAK 1,18742  <,0001  0,0212 0,0283 

DBH        1,07374  <,0001  0,0322 0,0482 

LBMD        0,669176  <,0001 - - 

Social Expenditure Equation  (BSOS) 

 Intercept    5.934,67 0,1067  - - 

27,73 0,52431 

DAU         -0,01769 0,5666 0,1387 0,2372 

DBH         0,066106 0,6004 0,0455 0,0779 

PAD         0,217103 0,1201 0,0281 0,0481 

 LBSOS        0,265984 0,0037  - - 

Aggregate Demand: 

The result of estimation model to aggregate demand is presented in Tabel 2. It shows that: (1) public 

consumption is significantly affected by the personnel expenditure and public consumption in previous year. It 

shows that when the personnel expenditure and public consumption increase in previous year, the current year 

public consumption will also increase, (2) private investment is significantly and positively influenced by public 

consumption and private investment in previous year but in the other hand, private investment is significantly 

and negatively influenced by local revenue. Therefore, when the public consumption and private investment 

increase in previous year, the private investment in current year will also increase. On the contrary, when the 

local revenue increases, private investment will decrease. It indicates that tax and regional retribution as the 

main source of regional revenue that is collected by local government indicates a high cost economy, (3) 

Regional eksport is significantly and positively influenced to PDRB and export local in previous year and it is 

significantly but negatively affected on the exchange rate. Thus, when the PDRB and export local in previous 

year increase, the export local in current year will also increase. On the conrtrary, when the exchange rate 
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increases, the export local in the current year will decreases. (4) the import local significantly influenced by 

import local in previous year while PDRB variable and consumption positively but not significant influenced.  

Tabel 2: The Result of Parameter Estimation of Regional Aggregate Demand Equation 

Private Consumption Equation  (KONS) 

Variables Estimates Prob>[T] 
Elasticity 

F-test Adj R-Sq 
Short Term Long Term 

Intercept   16056.38   0,4985  - - 

7732,58 0.9965 

PDRB        0,0122 0,2607 0,0682 1,6648 

BBJ       0,74179 0,3912 0,0573 0,6253 

BPGW        0,62288 0,0058 0,0121 0,2948 

INFL        7,81828 0,7303 0,0565 1,3793 

LKONS       1,09407 <,0001  - - 

Private Investment Equation  (INVS) 

Intercept  -68803,5 0,0065  -  - 

1572,52 0,97867 

BMD       0,538021 0,1626 0,1765 0,3147 

PAD -4,22517 0,0501 -0,0395 -0,0704 

KONS        0,158927 0,0003 0,5382 0,9598 

LINVS       0,875133 <,0001   - - 

Export local Equation  (EXPD) 

Intercept    695641,0 0,002  -  - 

4452.57 0.9924 

NTRP         -76,0850 0,0012 -0,4846 -10,3716 

PDRB        0,045179 0,0038 0,0059 0,1256 

INFL         -10,9249 0,8122 -0,0123 -0,1321 

LEXPD        1,0406 <,0001    -  - 

Import local  Equation   (IMPD) 

Intercept   -35158,0 0,2068  -  - 

7428,75 0.9939 
PDRB         0,01273 0,5087 0,5776 12,5505 

KONS        0,031372 0,5608 0,0602 1,3087 

LIMPD       1,051449  <,0001   - - 

 

Economic Performance: 

The result of estimation model on the regional output (Table 3), showed that regional domestic product of 

agricultural sector positively and significantly affected by regional domestic product of agricultural sector in 

previous year and capital expenditure, while non-agricultural employment is positively influenced but not 

significant. Furthermore, the regional domestic product of trade and industry sector positively and significantly 

influenced by private investment, capital expenditure and regional domestic product of trade and industry sector 

in previous year. While non-agricultural employment has positive effect but not significant. The regional 

domestic product of other sectors positively and significantly influenced by non-agricultural employment, 

domestic investment, private investment and other sectors of regional domestic in previous year, while public 

consumption has a positive effect but not significant.  

Tabel 3: The Result of Parameter Estimation of Economic Performance Equation 

PDRB of Agricultural  Sector Equation  (PDRBSP) 

Variables Estimation Prob>[T] 

Elasticity 

F-count Adj R-Sq Short Term Long Term 

Intercept   -12391,2 0,0271  - - 

11113,1 0.9959 
PTKSP 0,025393 0,7145 0,0183 0,6289 

BMD 0,225499 0,0023 0,0177 0,197 

LPDRBSP     1,0335 <,0001  - - 

PDRB of Industrial and Trade Sectors Equation  (PDRBIP) 

Intercept  -368114 0,0328  -  - 

76.95 0,6892 

PTKNP      2,94669 0,2759 0,0332 0,4023 

BMD        7,15772 0,0029 0,0431 0,6009 

INVS        1,16718 0,0013 0,0092 0,1279 

LPDRBIP    1,38737 <,0001  -  - 

PDRB of Other Sectors Equation  (PDRBSL) 

Intercept -6023,5 0,3057  -  - 

35997,1 0.99905 

PTKNP      0,398745 0,0248 0,2026 1,5975 

INVS       0,107605 <,0001  0,0454 0,3575 

KONS -0,00523 0,6889 0,0401 0,316 

LPDRBSL    0,996966 <,0001   -  - 

Employment of Agricultural Equation   (PTKSP) 

Intercept   -641,902 0,7608  -  - 

1291,23 0.96582 
AKK          0,007036 0,3061 0,0985 0,7861 

BMD 

LPTKSP      

-0,00006 

1,00476 

0,9981 

<,0001 

0,0418 

 - 

0,3339 

- 
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Employment of Non-agricultural Equation   (PTKNP) 

Intercept    -677,900 0,6437  -  - 

5208,28 0,99131 
INVS         0,017293 <,0001  0,0745 2,6857 

AKK          0,051631 0,001 0,1234 4,4484 

LPTKNP       0,84187 <,0001   - - 

Poverty Equation  (MISK) 

Intercept      2490,946 0,0109  -  - 

1211,4 0.97248 

PDRB -0,00060 0,2362 -1,6108 -75,6272 

POP 0,014527 0,0195 -0,0089 -0,4194 

BPD -0,02117 0,0002 -0,0202 -0,9497 

LMISK          0,930431 <,0001  - - 

Human Development Index Equation (IPM) 

Intercept      69,3472 <,0001  -  - 

27,29 0,52235 

PDRB 1,1E-03 <,0001 0,4108 0,6272 

POP         -9,0E-06 <,0001 -0,0089 -0,4194 

BSOS        9,0E-06 0,8307 0,0202 0,9497 

BKS         0,00005 0,0009 0,0112 0,2291 

 

The result of the estimation model of employment in agriculture and non-agriculture shows that the 

agricultural employment is positively and significantly affected by the total labor force and the agricultural 

employment in previous year, whereas the non-agricultural employment has negative and significant effect on 

the agricultural employment. Then the non-agricultural employment positively and significantly influenced by 

private investment, the number of labor force and the non-agricultural employment in previous year. 

The result of estimation model of the poverty shows that the poverty positively and significantly influenced 

by the number of population and the number of poor people in previous year. While education expenditure 

negatively and significantly influenced on the poverty. Then the regional gross domestic product influenced 

negatively and not significant on the poverty reduction. 

The result of estimation model of the human development index shows that the human development index 

significantly and positively influenced by the regional gross domestic product, and health expenditure. While 

the total population influenced negatively and significantly on the human development index, selanjutnya social 

expenditure influenced positively but not significant on the human development index.   

 

Policy Simulation: 

The policy simulation is conducted to determine the impact of fiscal policy on the economic of district and 

city in South Sulawesi. In this paper, the simulation is conducted based on the economic considerations, as well 

as issues of fiscal policy today. The policy simulation that chosen are: (1) increasing the capital expenditure by 

20 percent, (2) increasing the total government expenditure by 20 percent, and (3) increasing education 

expenditure by 20 percent is presented in Table 4. 

 
Table 4: The result of Policy Simulation 

Variables Name  Basic Value  S1 S2 S3 

Local Tax 2772,4 3,51 5,27 0,85 

Regional Retribution  3432,2 6,95 10,43 0,02 

General Allocation Fund 129878 0,05 0,16 0,05 
Revenue-sharing 13958,6 0,89 1,33 0,96 

Personnel Expenditure 91034,6 0,21 0,25 0,13 

Expenditure of Goods and Serivices 26425,7 0,18 0,72 0,31 
Social Expenditure 18768,9 0,45 0,1 0 

Private Consumption 607602 0,01 0,68 0,03 

Private Investment 143554 3,4 0,01 0,05 
Export local 274244 0,04 5,09 0,24 

Import local  215895 0,2 0,04 0,18 

PDRB of Agricultural Sector 442362 0,06 0,31 0,27 
PDRB of Industry and Trade Sector  283923 0,14 0,09 0,33 

PDRB of Other Sectors  311867 0,18 0,21 0,24 

The Employment of Agricultural 62027,8 0,14 0,26 0,24 
The Employment of Non-agricultural  49839,3 0,25 0,21 0,49 

Poverty  46312,3 -0,03 -0,28 -0,13 

Human Development Index 78,73 0,02 0,04 0,02 
Local Tax 9691 3,27 0,01 0,24 

Unemployment 11295,2 -1,84 4,91 2,81 

Employment 118527 0,19 2,75 1,12 
Total of Regional Revenues 192516 0,17 0,28 0,01 

Total of Regional Expenditures 192410 0,12 0,26 0,01 

Net Exports  65930,1 -0,62 -0,93 0,12 
Regional Gross Domestic Product 1083652 0,12 0,18 0,69 
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The impact of simulation increases the capital expenditure by 20 percent on aggregate demand and the 

public consumption increases less than 0,01 percent,  the private investment increases by 3,40 percent and the 

total expense of local government rises by 0,12 percent, the export local rises 0,04 percent  and import local also 

rises from 0,20 percent, and consequently the net export decreses into 0,62 percent. This situation shows that the 

increase of capital expenditure by 20 percent positively impacts the demand.  

When observed from the side of gross regional domestic product based on sectors, there is an increase on 

PDRB agricultural sector by 0.06 percent, industry and trade sector 0,14 percent and other sectors increase by 

0,18. This situation shows that the increase of capital expenditure positively impact on all of the sectors, but the 

impact is relatively small because less than 1 percent. When observed from the employment side, there is an 

increase on the agricultural employment sector by 0,14 percent, and increase the non-agricultural employment 

by 0,25 percent, so that the unemployment decrease by 1,84 percent. The final impact of this policy is the 

decrease of the number of poor people by 0,03 percent and the human development index rises by 0,2 percent.  

The simulation impact increases the total of government expenditure by 20 percent, toward the aggregate 

demand that public consumption rises less than 0,01 percent, the private investment increases by 5,09 percent, 

the export local increases by 0,04 percent and import local rises from 0,31 percent, and consequently the net 

export down to 0,91 percent. This situation shows that the increase of the total of government expense by 20 

percent positively impact the aggregate demand entirely. When observed from the side of gross regional 

domestic product based on sector, there is an increase on PDRB agricultural 0,2 sector by 0,09 percent, 

industrial sector and trade 0,21 percent and other sectors increase by 0,26 percent. This situation shows that the 

total of government expense positively impact on other sectors, although the impact is relatively small or less 

than 1 percent. When observed from the employment side, there is an increase of agricultural employment 

sector by 0.21 persen and non-agricultural employment by 0,38 percent, Therefore, the unemployment deacreses 

by 2,73 percent. The impact of this policy is the number of poor people deacreses by 0.04 percent, and the 

human development index increses by 0,1 percent.  

The impact of simulation increase education expenditure by 20 percent on aggregate and the public 

consumption increases less than 0.03 percent, the total of government expenditure increases by 0,01 percent, the 

export local increses by 0.24 percent, and the import local also increses from 0.18 percent and the consequently 

the net export rises by 0,12 percent. This situation shows that the increase of education expenditure by 20 

percent positively impact on aggregate demand entirely. When observed from the side of gross regional 

domestic product based on sectors, there is an increase on PDRB agricultural sector by 0.27 percent, industrial 

sector and trade by 0,33 percent, and other sectors rises by 0,24 percent. This situation shows that the increase of 

education expenditure by 20 percent positively impact on entire sectors. When observed from the employment 

side, there is an increase on agricultural employment by 0.24 persen, and non-agricultural employment by 0,49 

percent, consequently the unemployment decreases by 2,81 percent. The impact of this policy is the number of 

poor people decreases by 0.132 percent.  

 

Conclusion And Policy Implication:  

Conclusion: 

Based on the research and the results of analysis about the impact of goverment expenditure on poverty, it 

can be concluded: 

1. The results of estimation model shows that fiscal policy conducted by local goverment, especially 

capital expenditure positively influenced on private investment. Furthermore, private investment positively and 

significantly influenced on economic growth, employment, poverty and human development index in the 

countries and cities in South Sulawesi. 

2. The estimation model result indicates that the regional gross domestic product and eduaction 

expenditure positively effect on education expenditure in reducing poverty, but only education expenditure 

significantly effect in reducing poverty. Incontrast with the number of poor people in previous year significantly 

influenced on poverty, while public expenditure positively influenced in increasing poverty, it shows that the 

family planning policy needs to gain the support from the local government.   

3.  The policy simulations indicates that the increased of capital expenditure, total goverment expenditure 

and education expenditure in South Sulawesi had a positive impact on economic growth, reducing proverty and 

unemployment. However, it is impact small relatively to economic growth, reduction of unemployment, 

especially on poverty reduction.  

 

Policy Implication: 

Based on the analysis and conclusion, the policy implication are:  

1. The estimation results and policy simulation shows that an increase in education expenditure has a 

positive impact in reducing poverty. Therefore, the local government budget constraints revenue and 

expenditure, need to make efficient use of the budget to be used to increase education expenditure in order to 

reduce the number of poor people  
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2. The lack of responsiveness of government expenditure policy on the poverty reduction, it indicates that 

fiscal policy conducted by local government is not entirely pro-poor. Therefore, to improve the response of 

government policy, the local government should be more aligned and focused and a direct and productive policy 

is required that aimed to poor peole and food-insecure, particularly to labor and poor peasants by doing 

mentoring program. 
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