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Abstract 

This study aims to examine the effects of Local Genuine Revenue (PAD), General 

Allocation Funds (DAU), and Special Allocation Funds (DAK) on the economic growth of 

regencies and cities in the Special Region of Yogyakarta (DIY) Province. Employing a 

quantitative approach with multiple linear regression analysis via SPSS version 28, this 

research applies a total sampling technique (saturated sampling), yielding 50 firm-year 

observations across 5 regencies/cities over the 2015–2024 period. The results of the 

hypothesis testing (t-test) indicate that partially, the PAD, DAU, and DAK variables each 

exert a positive and significant effect on regional economic growth. Simultaneously, the 

model is deemed robust and capable of explaining 45.2% of the variation in economic 

growth within the DIY Province, while the remaining 54.8% is influenced by other factors 

outside the scope of this model. Based on these findings, local governments are advised 

to continuously optimize the mobilization of local revenue potentials and enhance the 

allocation efficiency of transfer funds to maintain stability, fiscal independence, and 

sustainable macroeconomic development. 
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INTRODUCTION 

Economic growth, as reflected by the Gross Regional Domestic Product (GRDP), 

serves as a primary benchmark for the success of regional development in elevating 

public welfare and expanding employment opportunities. In the era of regional autonomy 

and fiscal decentralization, local governments are granted the authority to manage their 

financial resources independently to fund regional development programs (Afifah et al., 

2024; Safitri & Asmara, 2023). This financial independence hinges on the optimization of 

three main revenue components, namely Regional Original Revenue (PAD), General 

Allocation Funds (DAU), and Special Allocation Funds (DAK) (Putra & Sutrisna, 2022). 

The Special Region of Yogyakarta (DIY) Province exhibits a unique and highly 

volatile economic landscape (Zain & Wijaya, 2025). This condition creates a 

macroeconomic paradox that has drawn national attention regarding growth and poverty. 

On one hand, DIY’s economic growth frequently surpasses the national average, driven 

strongly by the tourism, education, and creative industries sectors. On the other hand, 

statistical data indicates that DIY records the highest poverty rate in Java along with a 

relatively high income inequality (Gini Ratio). Furthermore, its PAD structure is non-

commodity based; unlike other regions supported by manufacturing or mining, DIY’s PAD 

relies heavily on the service sector (hotels, restaurants, and vehicle taxes from students 

and commuters), making it highly sensitive to sectoral fluctuations. As a special region 

under Law No. 13 of 2012, DIY Province also receives an additional special fund 

allocation from the state budget (APBN) known as the Special Region Fund, which is 

earmarked for specific purposes including culture, spatial planning, land administration, 

and institutional affairs. This particular funding component distinguishes DIY from other 

provinces. 

 

Table 1. Economic Growth of DIY Province, 2015–2024 (%) 

Year Economic Growth (%) 

2015 4.95 

2016 5.05 

2017 5.26 

2018 6.20 

2019 6.59 

2020 -2.68 

2021 5.53 
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2022 5.15 

2023 5.07 

2024 5.03 

Source: Statistics Indonesia (BPS) of DIY, 2026 

 

The economic growth of DIY Province during the 2015–2024 period reveals 

significant fluctuations induced by external shocks. In the pre-pandemic phase (2015–

2019), economic growth escalated from 4.95% to its peak at 6.59% in 2019, robustly 

supported by the tourism, education, and hospitality service sectors. However, in 2020, 

DIY’s economy contracted sharply to -2.68% due to the COVID-19 pandemic, which 

paralyzed mobility and the region's flagship sectors. Entering the recovery phase in 2021, 

the economy rebounded by 5.53%, but subsequently experienced a gradual moderation, 

closing at 5.03% in 2024. 

Within the framework of fiscal decentralization, local budget management serves 

as a vital instrument to stimulate the production of goods and services (Febriyanti & Dewi, 

2024). The fiscal capacity of DIY is characterized by intra-regional disparities. Sleman 

Regency and Yogyakarta City record high Regional Original Revenue (PAD) driven by 

rapid urban economic activities, reflecting robust fiscal independence. Conversely, Kulon 

Progo and Gunungkidul regencies exhibit lower PAD capacities, thereby generating a 

high dependency on central government transfer funds, such as the General Allocation 

Fund (DAU)—which functions to equalize local government operational capacities—and 

the Special Allocation Fund (DAK), which targets infrastructure and basic public services 

aligned with national priorities. 

Prior empirical studies regarding the effect of fiscal instruments (PAD, DAU, DAK) 

on economic growth continue to show inconsistencies (research gap). Studies by Zain & 

Wijaya (2025) and Putra & Sutrisna (2022) identified a significant positive influence from 

PAD and DAU. On the contrary, Nava (2022) as well as Febriyanti & Dewi (2024) 

indicated that DAU and DAK have not contributed optimally and do not significantly 

influence economic growth. These disparities motivate further investigation into the case 

of DIY Province. 

 

LITERATUR REVIEW  

Fiscal Decentralization Theory 

Fiscal decentralization refers to the delegation of financial management authority 

from the central government to local governments, enabling them to autonomously 
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regulate revenues and expenditures according to regional potential and needs. This 

policy aims to improve budget allocation efficiency, optimize public service delivery, and 

accelerate equitable regional development. Mardiasmo (2021) emphasizes that this 

devolution is intended to enable regions to efficiently finance their internal administrative 

affairs, given that local authorities are presumed to better understand community 

preferences. In line with this, Halim (2020) states that the transfer of fiscal responsibility 

demands that regions maximize internal revenue potentials, such as local taxes and 

retributions, to support effective regional autonomy. 

In practice, fiscal decentralization does not fully eliminate the central government’s 

role. Central-regional financial relations are maintained through intergovernmental 

transfer instruments (such as DAU and DAK) that serve to mitigate horizontal fiscal 

imbalances across regions and preserve national development stability (Ministry of 

Finance, 2022). From a macroeconomic standpoint, successful fiscal decentralization is 

reflected in the enhanced capacity of regions to fund productive sectors such as 

infrastructure, education, and health. This fiscal stimulus creates a multiplier effect on 

public economic activities, driving regional economic growth and ultimately fostering 

sustainable public welfare. 

 

Regional Original Revenue (PAD) 

Within the grand theory of fiscal decentralization, Regional Original Revenue 

(PAD) serves as the primary indicator reflecting a region's financial autonomy and is a 

tangible manifestation of tax assignment from the central government. Fiscal 

decentralization theory posits that allocative efficiency of public resources is achieved 

optimally when local governments possess full authority to leverage internal economic 

potentials to fund local public needs. An increase in PAD broadens the local fiscal space, 

enabling governments to stimulate productive sectors such as infrastructure 

development, public utilities, and education, which in turn generates a multiplier effect on 

the macroeconomy of the region. 

H1: Regional Original Revenue (PAD) has a positive effect on economic growth in 

the Special Region of Yogyakarta Province for the 2015–2024 period. 

 

General Allocation Fund (DAU) 

Under the principles of fiscal decentralization, the devolution of administrative 

authority must be accompanied by the transfer of funding sources (money follows 

function). However, horizontal fiscal imbalances across regions necessitate the 
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implementation of transfer instruments like the General Allocation Fund (DAU), which 

serves as a fiscal equalization mechanism. Based on this theory, DAU plays an essential 

role in guaranteeing that basic fiscal needs are met in every region. Providing stable fiscal 

space through DAU expands the capacity of local governments to finance administrative 

operations, optimize public services, and construct basic infrastructure. Effective and 

targeted management of DAU theoretically stimulates local economic activities, increases 

community productivity, and ultimately drives sustainable regional economic growth. 

H2: The General Allocation Fund (DAU) has a positive effect on economic growth 

in the Special Region of Yogyakarta Province for the 2015–2024 period. 

 

Special Allocation Fund (DAK) 

From the perspective of fiscal decentralization theory, the Special Allocation Fund 

(DAK) functions as conditional grants designed to align regional development goals with 

national priorities. This instrument targets positive regional economic externalities and 

addresses local budget constraints in funding crucial public sectors such as education, 

healthcare, and core infrastructure. Theoretically, DAK stimulates the economy by 

fostering physical capital accumulation within specific, targeted productive sectors. The 

development of public facilities and infrastructure funded by DAK contributes directly to 

reducing regional transaction costs and improving local market efficiencies. Maximizing 

infrastructure quality eventually fosters a more conducive environment for community 

economic activities and accelerates the rate of regional economic growth. 

H3: The Special Allocation Fund (DAK) has a positive effect on economic growth 

in the Special Region of Yogyakarta Province for the 2015–2024 period. 

 

RESEARCH METHOD 

This study adopts a quantitative research design since the data gathered can be 

directly measured and calculated as numerical variables. Secondary data covering the 

2015–2024 period were utilized, including economic growth, PAD, DAU, and DAK data 

for DIY Province. The data were sourced from official government institution websites, 

primarily Statistics Indonesia (BPS) and the Directorate General of Fiscal Balance 

(DJPK). The research sample consists of 50 observations, comprising 5 regencies/cities 

across a 10-year observation period. 

The analytical method applied is multiple linear regression analysis, executed 

using the Statistical Product and Service Solutions software (SPSS V.28). The sequential 

steps of the analysis involved descriptive statistical analysis, classical assumption testing 
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(normality, multicollinearity, heteroscedasticity, and autocorrelation tests), model fit 

testing (F-test and coefficient of determination R²), and finally hypothesis testing using 

the t-test. 

 

RESULT  

Descriptive Statistical Analysis 

Table 2. Descriptive Statistics Result 

Variable N Minimum Maximum Mean Std. Deviation 

X1 PAD 50 12.05 13.98 13.0040 0.54036 

X2 DAU 50 13.33 13.85 13.6236 0.18304 

X3 DAK 50 11.72 14.53 12.5858 0.49797 

Y Economic 

Growth 

50 -4.37 13.40 4.6996 3.07425 

Valid N 

(listwise) 

50     

 

Based on the descriptive statistics in Table 2, the Regional Original Revenue 

(PAD) variable has a minimum value of 12.05, a maximum value of 13.98, and a mean 

value of 13.00. The General Allocation Fund (DAU) variable has a minimum value of 

13.33, a maximum value of 13.85, and a mean value of 13.62. The Special Allocation 

Fund (DAK) variable shows a minimum value of 11.72, a maximum value of 14.53, and a 

mean value of 12.58. Finally, the Economic Growth (PE) variable has a minimum value 

of -4.37, a maximum value of 13.40, and an overall mean value of 4.69. 

 

Classical Assumption Testing 

Normality Test 

The normality test is performed to determine whether the error term in the 

regression model follows a normal distribution. In this study, the One-Sample 

Kolmogorov-Smirnov test was applied. The decision rule stipulates that if the Asymp. Sig. 

(2-tailed) is greater than 0.05, the data is normally distributed; conversely, if it is lower 

than 0.05, the data violates the normality assumption. 
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Table 3. One-Sample Kolmogorov-Smirnov Test Result 

Parameters Unstandardized Residual 

N 50 

Normal Parameters (Mean) .0000000 

Normal Parameters (Std. Deviation) 306.846798 

Most Extreme Differences (Absolute) .343 

Most Extreme Differences (Positive) .217 

Most Extreme Differences (Negative) -.343 

Test Statistic .343 

Asymp. Sig. (2-tailed) .000 

Monte Carlo Sig. (2-tailed) .200 

99% Conf. Interval (Lower Bound) .000 

99% Conf. Interval (Upper Bound) .000 

 

Multicollinearity Test 

The multicollinearity test aims to ascertain whether there are strong inter-

correlations among the independent variables within the model. This is assessed using 

Tolerance values and the Variance Inflation Factor (VIF). A model is considered free from 

multicollinearity if the Tolerance value is > 0.10 and the VIF is < 10. 

 

Table 4. Multicollinearity Test Result 

Model Collinearity Statistics: 

Tolerance 

Collinearity Statistics: 

VIF 

1 (Constant)   

X1 PAD .898 1.113 

X2 DAU .860 1.162 

X3 DAK .893 1.120 

 

Heteroscedasticity Test 

The heteroscedasticity test is applied to examine whether there is an unequal 

variance of residuals across observations in the regression model. This study utilizes the 

Glejser Test by examining the significance (Sig.) values of the independent variables. If 

the significance value is greater than 0.05, the model is verified to be free from 

heteroscedasticity. 
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Table 5. Heteroscedasticity Test (Glejser Test) Result 

Model Sig. 

1 (Constant) .158 

X1 PAD .526 

X2 DAU .440 

X3 DAK .567 

 

Autocorrelation Test 

The autocorrelation test seeks to determine whether a correlation exists between 

the residual of the current period and the residual of the previous period. The Durbin-

Watson (DW) test was utilized. Generally, if the Durbin-Watson value is around 2.0, the 

model is considered free from autocorrelation issues. 

 

Table 6. Autocorrelation Test Result 

Model R R Square Adjusted R 

Square 

Std. Error 

of the 

Estimate 

Durbin-

Watson 

1 .651a .452 .261 3.16695 2.031 

 

Model Fit and Explanatory Power 

Coefficient of Determination (R²) 

The coefficient of determination is utilized to evaluate how well the independent 

variables account for the variance of the dependent variable. As seen in Table 6, an R 

Square value of 0.452 (45.2%) was obtained. This signifies that the variables Regional 

Original Revenue (PAD), General Allocation Fund (DAU), and Special Allocation Fund 

(DAK) collectively explain 45.2% of the variations in regional economic growth in DIY 

Province, while the remaining 54.8% is driven by other variables omitted from this model. 

 

Simultaneous Significance Test (F-Test) 

The F-test assesses the overall adequacy and statistical fit of the regression 

model, determining whether the independent variables simultaneously exert a significant 

influence on the dependent variable. 
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Table 7. ANOVA (F-Test) Result 

Model Sum of 

Squares 

df Mean 

Square 

F Sig. 

1 Regression 1.741 3 .580 2.258 .000b 

Residual 461.359 46 10.030   

Total 463.100 49    

 

Multiple Linear Regression Estimation 

 

Table 8. Multiple Linear Regression Coefficients 

Model Unstandardized B Unstandardized 

Std. Error 

Standardized 

Beta 

t Sig. 

1 (Constant) 5.476 4.180  .000 .000 

  X1 PAD 2.277 .112 .049 2.303 .000 

  X2 DAU 2.050 .165 .003 2.017 .001 

  X3 DAK 2.170 .099 .028 2.155 .001 

 

Based on the multiple linear regression output, the empirical model can be 

formulated as follows: 

PE = 5.476 + 2.277 PAD + 2.050 DAU + 2.170 DAK + e 

 

From the equation, the constant value of 5.476 implies that if Regional Original Revenue 

(PAD), General Allocation Funds (DAU), and Special Allocation Funds (DAK) are held 

constant at zero, the regional economic growth rate is estimated to stand at 5.476. 

 

Hypothesis Testing (Partial t-Test) 

 

Table 9. Summary of Hypothesis Testing Results 

Model Variable t-statistic Sig. Empirical Result 

1 (Constant) .000 .000  

X1 PAD 2.303 .000 H1 Supported 

(Significant) 

X2 DAU 2.017 .001 H2 Supported 

(Significant) 
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X3 DAK 2.155 .001 H3 Supported 

(Significant) 

 

The partial t-test results reveal that Regional Original Revenue (PAD) has a 

positive and significant effect on the economic growth of regencies/cities in DIY during 

the 2015–2024 period, with a significance value of 0.000 (< 0.05), thereby confirming the 

acceptance of H1. The General Allocation Fund (DAU) variable is also proven to exert a 

positive and significant effect on economic growth, with a significance value of 0.001 (< 

0.05), leading to the acceptance of H2. Similarly, the Special Allocation Fund (DAK) 

exhibits a significance value of 0.001 (< 0.05), which indicates that H3, asserting a 

positive effect of DAK on economic growth, is officially accepted. 

 

DISCUSSION 

The Influence of Regional Original Revenue on Economic Growth 

The hypothesis testing demonstrates that Regional Original Revenue (PAD) exerts 

a positive and statistically significant effect on the economic growth of regencies/cities in 

the Special Region of Yogyakarta (DIY) Province for the 2015–2024 period. The p-value 

below the threshold confirms the acceptance of the first hypothesis. This finding indicates 

that optimizing internal, autonomous revenue streams effectively enhances local 

government fiscal capacity to fund vital infrastructure, public service provisions, and local 

productive sector development, thereby stimulating macroeconomic public activities. 

Theoretically, this study validates fiscal decentralization theory, which positions 

regional financial independence as a crucial determinant of economic expansion. An 

increased PAD demonstrates the ability of local governments to manage internal 

economic potentials autonomously while reducing reliance on central government 

transfer allocations (Mardiasmo, 2018). The expanded fiscal space derived from PAD 

accumulation provides local governments with the flexibility to generate job opportunities 

and raise regional per capita income sustainably. 

Empirically, this study aligns with the findings of Sulaeman and Silvia (2019), who 

asserted that higher PAD contributes directly to regional economic growth expansion 

across Indonesia. However, this result contradicts the study by Indah et al. (2026) in 

Keerom Regency, which reported that PAD did not have a significant effect on economic 

growth due to different structural dynamics. 
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The Influence of General Allocation Funds on Economic Growth 

The empirical results show that the General Allocation Fund (DAU) variable has a 

significance value of 0.001 (< 0.05). Consequently, the second hypothesis (H2), stating 

that DAU has a positive and significant effect on economic growth in the regencies/cities 

of DIY Province for the 2015–2024 period, is accepted. This finding corroborates fiscal 

decentralization theory, which highlights central transfers as a fiscal equalization 

mechanism to minimize inter-regional disparities (Halim, 2016). Supplementary financing 

from DAU broadens the regional fiscal scope to sustain government administration, 

optimize public service delivery, and build essential basic infrastructure, which altogether 

stimulates investments, community productivity, and long-term employment creation. 

Empirically, the positive contribution of DAU in mobilizing macroeconomic activities 

is consistent with research conducted by Perkasa, Kawung, and Tumangkeng (2021) in 

North Sulawesi Province. Conversely, this outcome conflicts with the findings of Lulage, 

Walewangko, and Tolosang (2023) in Talaud Islands Regency, which concluded that 

DAU lacked a significant effect. Such empirical discrepancies suggest that the actual 

macroeconomic impact of DAU highly depends on regional structural characteristics, the 

efficiency of budgetary governance, and the precision of expenditure prioritization within 

each territory. 

 

The Influence of Special Allocation Funds on Economic Growth 

The empirical test yields a significance value of 0.001 (< 0.05) for the Special 

Allocation Fund (DAK) variable. Thus, the third hypothesis (H3), proposing that DAK 

positively and significantly affects economic growth in the regencies/cities of DIY Province 

during the 2015–2024 period, is accepted. This finding aligns with fiscal decentralization 

theory, which treats DAK as conditional grants designated for funding specific sectoral 

programs that align local development with national priorities (Halim, 2016). DAK 

allocations directed toward strategic sectors like education, health, and physical 

infrastructure are proven effective in improving human capital quality, lowering logical 

transaction costs, and encouraging physical capital accumulation that stimulates regional 

economic productivity. 

Empirically, the positive role of DAK in accelerating economic growth reinforces 

the study by Sulaeman and Silvia (2019) regarding regional economic growth in 

Indonesia. Conversely, this result differs from Haryanto and Nugroho (2021), who found 

no significant impact from DAK. This empirical divergence emphasizes that the multiplier 

effects of DAK are deeply contingent upon budget execution efficiency, regional structural 
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factors, and accurate funds allocation toward development projects with high economic 

externalities. 

 

CONCLUSION  

 Based on the multiple linear regression analysis for the 2015–2024 period, it can 

be concluded that Regional Original Revenue (PAD), General Allocation Funds (DAU), 

and Special Allocation Funds (DAK) exert positive and statistically significant effects on 

economic growth across regencies and cities in the Special Region of Yogyakarta 

Province. The significant contribution of PAD (p=0.000) indicates that optimizing local 

revenue streams effectively enhances local fiscal capacity to fund public development. 

Meanwhile, the significance of DAU (p=0.001) and DAK (p=0.001) confirms that central 

transfer funds—acting as both equalization tools and conditional grants for priority 

national programs—successfully boost macroeconomic activities by providing essential 

infrastructure and targeted public service quality improvements at the regional level.  

 

SUGGESTIONS 

 Based on the findings, it is recommended that Regency and City Governments in 

DIY Province continuously optimize PAD through the intensification of local taxes and 

retributions without imposing an undue burden on the public. Furthermore, local 

governments should improve the governance of DAU and DAK allocations, ensuring they 

are effectively directed toward productive sectors (such as infrastructure, education, and 

healthcare) to cultivate a sustainable economic stimulus. The Provincial Government of 

DIY should also strengthen its coordination and supervisory functions over budgetary 

management at the regency/city level to support balanced regional development. Lastly, 

future researchers are encouraged to expand the geographical scope and observation 

period, and to integrate other relevant macroeconomic variables—such as capital 

expenditure, investment, inflation, labor force, or the Human Development Index (HDI)—

to achieve a more comprehensive and deeper economic analysis. 
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