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ABSTRACT 
This research tends to examine the Influence of Local Original Revenue (PAD) and Transfer Revenue on 
Capital Expenditure in Regencies/Cities in Central Sulawesi Province. The method used in this study is a 
quantitative technique with secondary data analysis obtained from the Regional Government Financial 
Report (LKPD) for the 2021-2023 period. The data analysis technique employed is multiple linear 
regression to identify the relationship between PAD, transfer revenue, and capital expenditure. The 
study’s results reveal that PAD has a significantly positive effect on capital expenditure, indicating that 
increasing PAD encourages higher allocation of capital expenditure. Transfer revenue is also found to 
have a significantly positive effect on capital expenditure, indicating the important role of fund transfers 
from the central government in supporting regional development. Generally, this study’s results give 
implications that PAD management and transfer revenue optimization can be important strategies in 
increasing capital expenditure capacity for regional development in Central Sulawesi. 
Keywords: Local Original Income, Transfer Income, Capital Expenditure, Local Government, Multiple 
Linear  
 
ABSTRAK 
Penelitian ini bertujuan untuk menganalisis Pengaruh Pendapatan Asli Daerah (PAD) dan Pendapatan 
Transfer terhadap Belanja Modal pada Kabupaten/Kota di Provinsi Sulawesi Tengah. Metode yang 
digunakan dalam penelitian ini adalah metode kuantitatif dengan analisis data sekunder yang diperoleh 
dari Laporan Keuangan Pemerintah Daerah (LKPD) periode 2021-2023. Teknik analisis data yang 
digunakan adalah regresi linear berganda untuk mengidentifikasi hubungan antara PAD, pendapatan 
transfer, dan belanja modal. Hasil penelitian menunjukkan bahwa PAD memiliki pengaruh positif dan 
signifikan terhadap belanja modal, yang mengindikasikan bahwa peningkatan PAD mendorong alokasi 
belanja modal yang lebih tinggi. Pendapatan transfer juga ditemukan memiliki pengaruh positif yang 
signifikan terhadap belanja modal, menunjukkan peranan penting transfer dana dari pemerintah pusat 
dalam mendukung pembangunan daerah. Secara keseluruhan, hasil penelitian ini memberikan implikasi 
bahwa pengelolaan PAD dan optimalisasi pendapatan transfer dapat menjadi strategi penting dalam 
meningkatkan kapasitas belanja modal untuk pembangunan daerah di Sulawesi Tengah.   
Kata Kunci: Pendapatan Asli Daerah, Pendapatan Transfer, Belanja Modal, Pemerintah Daerah, 
Regresi Linear Berganda. 

 
1.​ INTRODUCTION 

Regional development is one of the main goals of the government to increase the 
welfare of many people. To achieve this goal, local governments need to allocate their 
resources efficiently and effectively, especially in the form of capital expenditure (Muhammad 
Ihsan Nasution & Muhammad Ikhsan Harahap, 2022). Capital expenditure has a fundamental 
role because it functions to finance infrastructure development which is the basis for long-term 
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economic growth. Therefore, identifying factors that influence capital expenditure is very 
relevant to support sustainable regional development policies (JANNAH et al., 2016).  

Local Original Income (PAD) is one of the important parts in the structure of regional 
revenues that reflects the region’s ability to examine its economic potential. High PAD reflects 
the fiscal independence of a region, allowing local governments to finance development needs 
without excessive dependence on the central government. However, in many regions, including 
districts/cities in Central Sulawesi, the PAD level is still relatively low, thus hampering the 
governments’ ability to increase capital expenditures (Wahyudin, 2014).  

In addition to PAD, transfer revenues from the central government, like the General 
Allocation Fund (DAU) and the Special Allocation Fund (DAK), also play a significant role in 
supporting regional development. These transfer revenues are designed to reduce fiscal 
disparities between regions and assist regions in meeting public spending needs, including 
capital expenditures. (Amami & Asmara, 2022).  However, the effectiveness of transfer revenue 
in encouraging capital expenditure is often influenced by the capacity of local governments to 
manage these funds. 

Central Sulawesi as one of the developing provinces faces various challenges in its 
financial management. The disparity of PAD between districts /cities in Central Sulawesi is quite 
significant, while dependence on transfer revenue is still high. In this context, it is important to 
acknowledge the extent to which PAD and transfer revenue affect capital expenditure in 
cities/districts throughout Central Sulawesi as a basis for formulating more targeted policies. 

This research applies a quantitative method to analyze the correlation  between PAD, 
transfer revenue, and capital expenditure in districts/cities in Central Sulawesi. By analyzing 
secondary data from local government financial reports, this research is anticipated to 
participate in understanding the dynamics of regional financial management and provide 
recommendations for more effective policy making in increasing capital expenditure for 
regional development (Wajdi et al., 2024). 
 

Table 1 Realization of PAD Budget, Transfer Revenue, and Capital Expenditure of Central 
Sulawesi Province in 2021-2023 
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Source: Central Sulawesi Province Budget Realization Report, 2023 
 

2.​ LITERATURE REVIEW 
2.1.​ Local Original Income (PAD) 
Local Original Income (PAD) is one of the regional income’s sources obtained from the 

management of separated regional levies, regional taxes, regional assets, and other legitimate 
management results. Based on Law of the Republic of Indonesia No. 33 of 2004 regarding the 
Financial Balance between the Central Government and Regional Governments, PAD tends to 
give flexibility to regions in funding the regional autonomy’s implementation according to their 
potential. PAD is one of the parts of the Regional Revenue and Expenditure Budget (APBD). 
Regional income is accrued through various sources in each region which are gathered 
according to regional regulations in accordance with statutory regulations. (Laodini et al., 
2023). Previous research has shown that PAD has a significant influence on capital expenditure 
because it is the main source of funds that is flexible for local governments (Endah Rahmadewi, 
2018). All the benefits received by a region from its economic resources. Some financial 
management capabilities in determining income. For this reason, the government implements 
a policy in the form of utilizing APBN funds to meet regional needs. This balancing fund consists 
of Special Allocation Funds (DAK), General Allocation Funds (DAU),  and Revenue Sharing Funds 
(Anggraeni et al., 2022) . 
 

2.2.​ Transfer Income 
Transfer revenues include DAK, DAU, and Village Funds supplied by the central 

government to regional governments. The aim of transfer revenues is to decrease fiscal 
disparities between regions, support the implementation of regional autonomy, and ensure 
equitable development. According to (Sulaeman & Silvia, 2019) , transfer revenues play an 
important role in supporting capital expenditures in the regions, especially for regions with low 
PAD capacity. 

 
2.3.​ Capital Expenditure 
Capital expenditure is a regional government expenditure aimed at creating fixed 

assets like infrastructure, public facilities, and other assets that function to support services to 
the community. Capital expenditure has a strategic role in driving regional economic growth. 
According to research conducted by (Masayu Rahma Wati & Catur Martian Fajar, 2017) , capital 
expenditure is influenced by the level of PAD and transfer income. Regions with high PAD tend 
to have greater capital expenditure because they have better financial capabilities. 

The increasing regional Capital Expenditure Budget in its achievement can be 
interpreted as the regional government being able to provide maximum public facilities. 
Regional revenues including Regional Original Income, DAU and DAK are allocated by the 
regional government to improve services to the community through public facilities which can 
later increase Capital Expenditure (Adyatama & Oktaviani, 2015) . Direct Expenditure 
components that produce output which are fixed assets. Some are supported by public support 
and some are not considered beneficial by the public (Andi Suparta, 2021) . 

2.4.​ The Relationship between PAD, Transfer Revenue, and Capital Expenditure 
Based on research (Utary, 2021) and (Rizal & Erpita, 2019) shows that there is a positive 

relationship between PAD and transfer income to capital expenditure. Increasing PAD provides 
greater flexibility for local governments to allocate capital expenditure. Meanwhile, transfer 
income provides additional financial support, especially for large infrastructure projects that 
cannot be fully financed by PAD. 
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2.5.​ Quantitative Research Methods in Regional Financial Studies 
Quantitative research methods are applied to analyze the correlation between the 

variables in this research, namely PAD, transfer revenue, and capital expenditure. This 
approach involves collecting secondary data from local government financial reports, statistical 
analysis, and hypothesis testing. According to (Wajdi et al., 2024) , quantitative methods allow 
researchers to identify significant influences between the variables studied. 
 

2.6.​ Research Hypothesis 
Null Hypothesis (H0): 
1)​ PAD does not have a significant influence on Capital Expenditure in Districts/Cities 

in Central Sulawesi. 
2)​ Transfer Income does not have a significant influence on Capital Expenditure in 

Districts/Cities in Central Sulawesi. 
Alternative Hypothesis (H1): 
1)​ PAD has a significant influence on Capital Expenditure in Districts/Cities in Central 

Sulawesi. 
2)​ Transfer Income has a significant influence on Capital Expenditure in Districts/Cities 

in Central Sulawesi. 
 

3.​ METHODS  
3.1.​ Population and Sample 
The population in this research is the data of the Regional Revenue and Expenditure 

Budget Realization Report of Districts and Cities in Central Sulawesi Province. Which includes 1 
City and 12 Districts, the population is 12 Regional Governments x 3 Years = 36. And the sample 
used in the study is data on PAD, Transfer Revenue and Capital Expenditure of Districts/Cities in 
Central Sulawesi Province. This study takes all population data to be used as samples. So, the 
total of the research samples is 3 x 12 = 36 data. 

 
3.2.​ Data Types and Sources 
The data sources used in this research are secondary data sourced from the Regional 

Government Budget Realization Report in Central Sulawesi Province, namely PAD data, Transfer 
Revenue and Capital Expenditure accrued from the BPK RI Representative Office of Central 
Sulawesi. The data used is the data from the Regency/City Budget Realization Report in Central 
Sulawesi Province for 2021 to 2023. 
 

3.3.​ Data Analysis Techniques 
The data employed in this study is to analyze the independent variables (PAD and 

transfer income) against the dependent variable (capital expenditure), using simple linear 
regression analysis techniques. 

1)​ Descriptive Statistical Analysis 
2)​ Simple Regression Analysis 
3)​ Classical Assumption Testing 
4)​ Hypothesis Testing 
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4.​ RESULTS AND DISCUSSIONS  
4.1.​ Descriptive Statistical Analysis 

Table 2 
 
 
 
 
 
 
 

Source: SPSS Data Processing 
 

1.​ Locally-generated revenue 
In the PAD, the calculation’s results of descriptive statistics, where the average value for 

Regional Original Income is Rp. 142,769,362,313.6080. The maximum value of PAD in the 
Regency/City of Central Sulawesi Province is Rp. 60,4842,155,981.29 and the minimum value of 
PAD in the Regency/City of Central Sulawesi Province is Rp. 22,179,522,152.44. 

 
2.​ Transfer Income 

In Transfer Income, the calculation results from descriptive statistics, where the 
average value for Transfer Income is Rp. 1076,866,926,214.4103. The maximum value of 
Transfer Income in the Regency/City of Central Sulawesi Province is Rp. 2,014,310,234,952 and 
the minimum value of Transfer Income in the Regency/City of Central Sulawesi Province is Rp. 
78,429,600,338. 

 
3.​ Capital Expenditure 

In Capital Expenditure, the calculation results from descriptive statistics, where the 
average value for Capital Expenditure is Rp. 206,138,171,997.2860. The maximum value of 
Capital Expenditure in the Regency/City of Central Sulawesi Province is Rp. 543,928,058,678 
and the minimum value of Capital Expenditure in the Regency/City of Central Sulawesi Province 
is Rp. 46,011,729,269. 
 

4.2.​ Simple Regression Analysis 
Table 3 

 

 

 

 
 
 

Source: SPSS Data Processing 
 

Multiple Regression Model Estimation Results 
Y = 63,909,527,742,960 + 0.546 + 0.06 

This equation can be interpreted as 
1.​ The PAD variable shows that there is an influence on Capital Expenditure and has a 

positive pattern so that the greater the PAD, the greater the Capital Expenditure. 

479 
 



Ngasang et al.,​  ​ COUNT, 2 (2) 2025: 475-484 

So if PAD rises by one unit while other variables remain constant, it will result in an 
increase in the Capital Expenditure variable (Y) by 0.546 units. 

2.​ The Transfer Income variable shows that there is a sufficient influence on Capital 
Expenditure and has a positive value so that the greater the Transfer Income, the 
greater the Capital Expenditure. So if the Transfer Income rises by one unit while 
the other variables remain constant, it will result in a rise in the value of the 
Capital Expenditure. 

 
4.3.​ Classical Assumption Testing 
4.3.1.​ Normality Test 

Figure 1 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 

Source: SPSS Data Processing 
 

According to figure 1 above, the points are scattered around the diagonal line and 
follow the direction diagonal line, and the regression model encounters the normality 
assumption . 
 

4.3.2.​ Multicollinearity Test 
Table 4 

 

 
 
 
 
 
 
 
 
 
 

Source: SPSS Data Processing 
 

The table above showed, the tolerance value calculation’s results show that the 
independent variables of PAD and Transfer Income do not have a value of < 0.10, which 
indicates there is no relationship between the independent variables. The VIF results value 
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calculation also exhibits that the VIF value of each variable does not have a value of > 10.00, so 
it can be said that there is no multicollinearity between the independent variables . 

4.3.3.​ Heteroscedasticity Test 
Figure 2 

 

 

 

 

 

 

 

 

 

 

Source: SPSS Data Processing 
 

The Scatterplot Model’s results in the image above exhibit that there is no clear 
pattern, and the points are scattered below and above the number 0 on the Y axis, it can be 
said that there is no Heteroscedasticity . 

 
4.4.​ Hypothesis Testing 
4.4.1.​ t-Test (Partial Test) 

Table 5 
 

 

 

 

 

 

Source: SPSS Data Processing 
 

Hypothesis proof in this research uses the t-test. The t-test is employed to examine the 
independent variables’ effect partially on dependent variables. From the statistical calculations’ 
results from the table above it showed that PAD and Transfer Revenue have a t significance of 
0.000 and 0.008. Since the t significance of 0.000 < from the specified α of 0.05, the hypothesis 
is accepted and local revenue (PAD) and transfer revenue have a significantly positive effect on 
capital expenditure. 
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4.4.2.​ F Test (Simultaneous) 
Table 6 

 

 

 

 

 

 

 

Source: SPSS Data Processing 
 

The table above shows the F test statistical calculation’s outcomes with a significance 
value of F of 0.000 below 0.05, which indicates that Ha is accepted, simultaneously the 
independent variables in this study, namely local original income and transfer income (PAD), 
have a significantly positive effect. 
 

4.4.3.​ Coefficient of Determination 
Table 7 

 

 

 

 

Source: SPSS Data Processing 
 

From the determination coefficient calculation’s results in table 7, the adjusted 
determination coefficient value ( adjusted R Square ) is 0.750, implying that 75% of the 
variation in the independent variables (PAD) and Transfer Income can explain the dependent 
variable ( materiality level ), while the remaining 0.25 (25%) is described by other variables not 
proposed in this study. 
 

4.5. The Influence of Regional Original Income (PAD) and Transfer Income on Capital 
Expenditure 

According to the calculations’ outcomes carried out through statistical analysis of the 
study using the t-test, it is established that the PAD and Transfer income variables have a 
significant effect on Capital Expenditure. The outcomes of statistical calculations from the table 
above, it showed that PAD and Transfer Income have a t significance of 0.000 and 0.008. Since 
the t significance of 0.000 is smaller than the specified α of 0.05, the hypothesis is accepted 
that local revenue (PAD) and transfer income have a significantly positive effect on capital 
expenditure in the Regency/City Government in Central Sulawesi Province. 

The results of the analysis conducted on the F test showed the F value of 58.104 with a 
significance of 0.000 which indicates that overall it is very significant. This means that PAD and 
Transfer Income have a significantly positive effect. These results support the hypothesis that 
there is a strong correlation between the two variables. 
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These results indicate that the Central Sulawesi Provincial Government can use 
information on PAD and Transfer Revenue to plan, manage, and increase Capital Expenditure 
optimally. PAD has a significantly positive effect on capital expenditure, indicating that 
increasing PAD encourages higher capital expenditure allocations. Transfer revenue is also 
found to have a significantly positive effect on capital expenditure, indicating the important 
role of fund transfers from the central government in supporting regional development. In 
general, this research’s results provide implications that PAD management and transfer 
revenue optimization can be important strategies in increasing capital expenditure capacity for 
regional development in Central Sulawesi. 

The outcomes of this research are in accordance with the study’s outcomes (Gerungan 
et al., 2017) which established empirical evidence that PAD has a positive effect on Capital 
Expenditure. With the understanding that a decrease or increase in the level of PAD will affect 
the rise in capital expenditure of the Regency/City Government in Central Sulawesi Province. 

 
5. CONCLUSION 
According to the results of the study that has been conducted, the author able to draw 

the following conclusions: 
1)​ The t-test (partial) shows that PAD and Transfer Income have a significantly positive 

effect on the allocation of Capital Expenditure. 
2)​ The F test (simultaneous) shows that PAD and Transfer Income have a positive 

effect on the allocation of Capital Expenditure with a determination coefficient of 
75% and the remaining 25% is influenced by other factors outside this study. 
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