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Abstract  

 

This study aims to analyze the effect the Local-owned Source Revenue, Regional 

Expenditure and Gross Regional Domestic Product on Fiscal Stress in 

Regencies/Cities of Central Sulawesi Province Period 2014 – 2018. Data analysis 

was using panel data regression method. The results of this study indicated that 

simultaneously variable Local-owned Source Revenue (PAD), Regional Expenditure 

(BD), and Gross Regional Domestic Product (PDRB) had a significant effect on 

Fiscal Stress in Regencies/Cities of Central Sulawesi Province for 2014 – 2018 

period. Partially, Local-owned Source Revenue variable (PAD) had reduced and 

significantly decreased Fiscal Stress in the Regency/Cities of Central Sulawesi 

Province period 2014-2018. Regional expenditure variable (BD) had increase and 

significantly affected Fiscal Stress in Regencies/ Cities of Central Sulawesi Province 

Period 2014 – 2018. While Gross Regional Domestic Product (PDRB) variable had 

increase and was insignificant to Fiscal Stress in Regencies/Cities of Central 

Sulawesi Province 2014 – 2018 period.  

Keywords: Fiscal Stress, Local-owned Source Revenue, Regional Expenditure and 

Gross Regional Domestic Product 

 

 

1. INTRODUCTION  

The Government started implementing regional autonomy in 2001, then the 

paradigm shifted from centralization to decentralization. Decentralization is the 

transfer of government power by the Central Government to autonomous regions 

within the system of the Unitary State of the Republic of Indonesia. The main 

foundation in the implementation of regional autonomy is Law number 32 of 2004 

which was later changed to Law number 9 of 2015 concerning Regional Government 

and Law number 25 of 1999, which was enhanced by Law number 33 of 2004 

concerning Financial Balance between Central Government and Local Government 

(Septira dan Prawira, 2019). Government Regulation number 2 of 2018 concerning 

Minimum Service Standards explains that the granting of the widest possible 

autonomy to regions is directed at accelerating the realization society’s welfare or 

people’s welfare through improving service, empowerment, and the role of society 

as well as the regions expected to be able to increase regional competitiveness, 

potential and diversity in the principle of the Unitary State of The Republic of 

Indonesia. 

Regional autonomy policies and fiscal decentralization requires regions to be 

able to optimize various potential or fiscal capacities, with the aim of reducing the 

level of dependency on the Central Government. Each region has a different fiscal 

capacity. Regions with high fiscal capacity are lucky because they have potential 
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sources of revenue originating from regional taxes, regional levies, as well as the 

availability of sufficient natural resources, which can be used as sources of regional 

revenues. Unlike the case of regions with low fiscal capacity, autonomy can cause its 

own problem due to demands to increase regional independence. When compared to 

the situation before autonomy, such regions will have higher fiscal stress.  

Fiscal stress or budgetary/fiscal pressure is one of the problems which can hinder 

the development process of a region. The cause of Fiscal Stress is from the limited 

budget receipts to finance the implementation of development and increase regional 

independence. High Fiscal stress will affect to the government’s financial performance 

in managing and allocating the budget. It will encourage local government to make 

various breakthroughs to meet the financing to carry out government functions and 

public services, including revision in budget implementation  (Junita dan Abdullah, 

2016). One of the causes of budget changes is income uncertainty (Forrester, 2002). 

Revenue forecast have an important role in the budgeting process. Regional financial 

conditions can become unstable because realized revenue is not sufficient to finance 

planned expenditures. If there is a discrepancy between the projection and realization of 

revenue, the government must revise the prepared budget for balance (Cornia, 2004). 

One of the government response to compensate the budget deficit is to cut the 

expenditure (Reschovsky, 2003).  

Empirically and theoretically, Fiscal Stress formed by the difference and the 

patterns of regional revenue and regional expenditure. The regional revenue and 

regional expenditure show the real situation of local government. If local government 

is in the situation with the high-level dependency, that is derived from regional tax, 

regional retribution, and available natural resources, then the flexibility in policy 

direction and development can be achieved. The direction of policy and development 

is reflected in spending structure, especially direct expenditure (direct personnel 

expenditure, goods and services expenditure and capital expenditure) which reflects 

in government policy in achieving public service goals (Manafe et al., 2018). Each 

region has its own income and spending structure. Some local governments tend to 

adopt consumption-based taxation, meanwhile the other regions adopt income-based 

taxation. Each situation has a different impact and is influenced by Fiscal Stress 

(Shamsub and Akoto, 2004). Regardless of those differences, in Indonesia, it can be 

concluded that Fiscal Stress affects to the structure of Regional Government Budget 

(Setiyawan and Adi, 2006). 

The income used by the regions to finance regional development is sourced 

from local-owned source Revenue (PAD), transfer funds and other legitimate 

regional revenues. The decline of economic activity in various regions can also has 

impact on decreasing local-owned source Revenue, so that these areas will depend 

on transfer fund which can cause the Fiscal Stress symptoms. Local-owned source 

Revenue based on Law number 33 of 2004 concerning the Financial Balance between 

the Central Government and the Regional Government, is the income obtained by the 

regions collected based on regional regulation in accordance with the law and 

regulations. Local-owned source Revenue includes to regional tax, regional 

retribution, separated regional wealth management and the other official regional 

incomes. 

Fiscal Stress (budgetary pressure) is not only affected by local-owned source 

revenue, but it is also influenced by the structure/pattern of regional expenditure. The 

changes structure of regional expenditure especially in increasing development 

spending is to increase Regional Income. The Regional expenditure budget always 

increases every year in line with the economic growth in the area. Each region 
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implements autonomy is required to be able to increase regional income by 

developing new potential income so that the fund to finance Regional Spending 

remains available. If the regional income is not sufficient to finance Regional 

Spending, so it will have an impact on the occurrence the Fiscal Stress, because the 

changes of financing will have more caused by increasing of public services demand 

(Septira and Prawira, 2019). Fiscal Stress triggered by budget deficit namely the 

spending was much more than revenue (Reschovsku, 2003). 

Budget deficit is the difference between the amount received and the amount 

spent. Regional income side is used by local ownes-source revenue, because local 

owned-source revenue is not only a source of regional revenue, but also as an 

indicator of regional independence. The higher local owned-source revenue, the less 

dependent the regions are on transfer fund from Central Government. If the Central 

Government meets a budget shock, it can be said that it will not have a big impact to 

regional budget. Spending side in region is used to regional expenditure. The amount 

of regional expenditure shows how much the region has budgeted its fund to develop 

the region. The higher regional budget gap, the higher Fiscal Stress.  

Table 1.1 The following presents an overview of the average financial 

condition of the Regional Government in the District / city of Central Sulawesi 

Province which shows symptoms of Fiscal Stress in 2014-2018. 

Table 1 

Average Financial Condition of Local Government in District /City of 

Sulawesi Tengah Province Year 2014-2018 (Billion Rupiah) 

Regency/City PAD 
Total 

Transfer 
BD 

PAD + 

Transfer 

PAD 

% 

Transfer/ 

BD (%) 

Banggai 

Kepulauan 
24 548 745 572 4,17 73,55 

Banggai 96 922 1.669 1.018 9,53 57,45 

Morowali 108 663 858 772 12,92 78,24 

Poso 82 946 1.212 1.029 8,03 77,86 

Donggala 63 860 1.123 923 6,88 76,48 

Tolitoli 71 753 918 824 8,51 81,98 

Buol 56 685 928 742 7,49 74,77 

Paringi 

Moutong 
115 970 1.252 1.086 10,47 79,04 

Tojo Una-

una 
55 748 987 803 6,94 75,90 

Sigi 42 828 939 870 4,73 93,10 

Banggai 

Laut 
18 412 571 430 4,01 75,20 

Morowali 

Utara 
42 650 817 692 6,31 79,70 

Kota Palu 217 884 1.284 1.101 23,14 68,87 

Sulawesi 

Tengah 
993 9.874 13.31 10.868 9,53 73,95 

Source : Central Bureau of Statistic Province of Sulawesi Tengah Period 

2014-2018 (processed) 

Table 1 shows from 2014-2018, the average of local revenue in 

district/province of Central Sulawesi Province to regional revenue is relatively small, 
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which is less than 25 percent (4,01 percent to 23,14 percent), while transfer funds 

contributes greatly to the dominance in regional spending, namely 57,45 percent to 

93,10 percent. Regarding to regional spending will continuously increase from year 

to year to encourage the implementation of development in each region, this 

dominance will have bad impact in long term. If this condition is not followed by 

increasing local own-source revenue, so the dependence on transfer funds from 

Central Government will trigger the fiscal stress phenomenon.  

Gross Regional Domestic Product (PDRB) describes the ability of regions to 

manage their natural resources. The amount of PDRB generated by each region 

depends on the potential of natural resource and production factors in the area. These 

limited supply of production factors causes the difference of the GRDP in each region 

(Muda, 2012). PDRB is a potential source of regional revenue. The ability of the 

society to pay taxes and retributions to the region depends is very dependent on the 

economic activities carried out by the society. The more economic activities the 

society carried out, the higher the income earned by the society and regional efforts 

to increase regional income through local taxes and retributions can increase. 

The high Gross Regional Domestic Product (PDRB) means that the region 

will be able to meet the needs of the region itself and have sufficient economic 

capacity to be deposited with the Regional Government in the form of taxes and 

retribution. If taxes and retributions obtained from the society are high, the Fiscal 

Stress in the region will be reduced. The increase in regional of GRDP can also be 

caused by sustainable local own-source revenue growth. If local own-source revenue 

increases, the funds owned by the Regional Government will be higher and the level 

of regional independence will also increase, so that the Regional Government will be 

more active in exploring region potency, increasing GRDP and reducing the Fiscal 

Stress. 

Regions will be able to finance the regional development through their regional 

income. If the regional GRDP is not increased, the efforts to increase local own-

source revenue will be meaningless (Muda, 2012). 

 

The Gross Regional Domestic Product (PDRB) in Central Sulawesi Province 

in 2014-2018 has increased, which was in 2014 by 90.246 billion rupiahs to 150,032 

billion rupiahs in 2018. This trend of increasing PDRB illustrates the good economic 

activity in Central Sulawesi Province during within 5-year period. This good 

economic development is expected to be able to increase the revenue side of the 

region, especially in terms of regional taxes and regional retribution which will 

reduce the number of Fiscal Stress. 

2. RESEARCH METHOD  

A. Type of Research  

This research uses associative research type, specifically associative research 

type which aims to determine the relationship between two variables (Sugiyono, 

2017). This study uses the associative type to determine the relationship between the 

variables of local-own resource Revenue (PAD), Regional Expenditures (BD) and 

Gross Regional Domestic Product (PDRB) on Fiscal Stress. The types of data are 

divided into two, they are qualitative data and quantitative data (Sugiyono, 2017). 

The type of data used in this study is quantitative data, which is data in the form of 

numbers. The data used in this study are:  

1. Local-owned resource revenue (PAD) in district / Province of Central Sulawesi 

Period 2014-2018; 
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2. Regional expenditure (BD) in district / Province of Central Sulawesi Period 2014-

2018; 

3. Gross Regional Domestic Product (GRDP) in district / Province of Central 

Sulawesi Period 2014-2018. 

 

B. Data Collection Method 

The data used in this research was obtained by a literature study at Central 

Bureau Statistics in Province of Central Sulawesi and they will be processed 

according to the needs of this research. 

 

C. Data Analysis  

The method used in this study is data panel (Pooled Data). Data panel is a set 

data contains of individual sample data (households, companies, districts/cities, and 

others) in a certain time period. Panel data is a combination of cross-section and time 

series observations (Ekananda, 2016). According to Widarjono (2009) the estimation 

of the regression model combining all data has the form of a general specification, 

following : 

Y = 0 + 1 X1 + 2 X2 + ... + n Xn + it   

And it is formulated in this study to become: 

FS = 0 + 1 PAD + 2 BD + 3 PDRB + it 

Then it is transformed as below: 

LnFS = 0 + 1 LnPAD + 2 LnBD + 3Ln PDRB + it 

Formula information: 

FS  = Fiscal Stress 

PAD  = Local-owned resource revenue  

BD  = Regional expenditure  

PDRB = Gross Regional Domestic Product  

0   = Intercept 

1, 2, 3  = Regression coefficient  

   = error term 

i  = Cross Section 

t  = Time Series 

3. RESULT AND DISCUSSION  

The results of the Chow test and Hausman test choosed the fixed effect model 

and the random effect model, so that to determine the best model used in the current 

panel data method, it is necessary to continue with the LM test between the common 

effect model and the random effect model according to the initial hypothesis of the 

LM test, by using the residuals from the simple effects method, the Breuch Pagan 

probability value is 0.0003 which is smaller than the value, it is 0.05. Based on this, 

it can be seen that LM < critical value, so it can be concluded that the random effect 

model is better than the common effect model. 

 

A. Random Effect Model 

Based on the results of panel data regression analysis using E-views 10, the 

overall random effect model equation which covers 13 districts/cities in Central 

Sulawesi Province is obtained as follows: 

FS  = 0 - 1 PAD + 2 BD + 3 PDRB+ it 

  -0.676146 - 0.077752 PAD + 1.088875 BD + 0.006991 PDRB + it 
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  (-2.167502)** (-6.715044)*** (53.09303)*** 0.469071)  

 

The probability value that is in the number < 1 percent is symbolized by three 

stars (***), the probability value that is in the number between 1 to 5 percent is 

symbolized by two stars (**) and the probability value that is in the number more 

than 10 percent is not symbolized using a star. 

The results of the random effect model as a whole show that if the Local-

owned source Revenue (PAD), Regional Expenditure (BD) and Gross Regional 

Domestic Product (PDRB) variables are considered constant, the Fiscal Stress 

variable will decrease by 0.676146 percent. This equation also describes the 

relationship between PAD, BD and PDRB variables with the Fiscal Stress variable. 

The Local-own source Revenue (PAD) variable will cause a decrease in Fiscal Stress 

by 0.077752 percent with the assumption that other variables are considered constant, 

meaning that if PAD has decreased by 1 percent, Fiscal Stress has increased by 

0.077752 percent. The Regional expenditure (BD) variable has an increasing impact 

on Fiscal Stress by 1.088875 percent with the assumption that other variables are 

considered constant, meaning that if Regional Expenditure (BD) has increased by 1 

percent, Fiscal Stress has increased by 1.088875 percent. Gross Regional Domestic 

Product (PDRB) causes an increase of 0.006991 percent in Fiscal Stress with the 

assumption that other variables are considered constant, meaning that if Gross 

Regional Domestic Product (PDRB) has increased by 1 percent, Fiscal Stress has 

increased by 0.006991 percent. 

The equations of each cross section random effect model in 13 districts / cities 

in Central Sulawesi Province are as follows: 

FSBanngai 

Kepulauan 

= -0.000451 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.676597 - 0.077752 PAD + 1.088875 BD + 0.006991 

PDRB + it 

FSBanggai = 0.020382 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.655764 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSMorowali = 0.016076 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.66007 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSPoso = 0.003451 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.672695 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSDonggala = 0.003452 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.672694 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSToli-Toli = -0.676146 + 0.006513 - 0.077752 PAD + 1.088875 BD 

+ 0.006991 PDRB + it 
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 = -0.669633 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSBuol = 0.007868 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.668278 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSParigi 

Moutong 

= -0.004769 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.680915 - 0.077752 PAD + 1.088875 BD + 0.006991  

PDRB + it 

FSTojo Una-

Una 

= 0.013068 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.663078 - 0.077752 PAD + 1.088875 BD + 0.006991 

PDRB + it 

FSSigi = -0.008850 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.684996 - 0.077752 PAD + 1.088875 BD + 0.006991 

PDRB + it 

FSBanngai 

Laut 

= 0.004550 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.671596 - 0.077752 PAD + 1.088875 BD + 0.006991 

PDRB + it 

FSMorowali 

Utara 

= 0.002832 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0.673314 - 0.077752 PAD + 1.088875 BD + 0.006991 

PDRB + it 

FSPalu = -0.061838 - 0.676146 - 0.077752 PAD + 1.088875 BD + 

0.006991 PDRB + it 

 = -0737984 - 0.077752 PAD + 1.088875 BD + 0.006991 

PDRB + it 

The results of the random effects model in the 13 districts/cities above 

illustrate the effect of PAD, BD and GRDP on Fiscal Stress. The equation above 

shows that the regression model for each district/city has a different intercept and the 

same slope. The difference intercept indicates that there are differences in the 

conditions of each cross section both at one time and at other times. The condition in 

question is the existence of different endogenous factors in the form of geographical 

conditions and natural resources in supporting local-own source revenue. 

 

B. Goodness of Fit (R2) 

This test is used to see how much variation in the dependent variable can be 

explained by the independent variable, to see the results in the determination test on 

panel data, the Adjusted R-squared value is used. The regression results in this study 

the Adjusted R-squared value is 0.98, meaning that 98 percent of Fiscal Stress is 

influenced by PAD, BD and GRDP, while 2 percent is influenced by the other 

variables not described in this study. 
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C. Hypothesis test  

1. F-Statistics Test  

 

This test is used to determine whether the independent variable has a 

significant effect on the dependent variable simultaneously. The results of this test 

can be seen in the table below: 

 

Table 2 

F-Statistic Test 

F-Statistic Probability (F-statistic) 

1772.019 0.000000 

   Source: Attachment 10 

 

The results of the F test analysis show that the PAD, BD and PDRB variables 

simultaneously have a significant effect on the Fiscal Stress variable (probability < 5 

percent), it is the F-Statistic probability number is 0.00000 < 0.05. So that the null 

hypothesis in this study is rejected, namely PAD, BD and GRDP simultaneously have 

no significant effect on Fiscal Stress in the District/Province of Central Sulawesi in 

period 2014-2018. 

 

2. t-Statistic Test  

The t-statistics test is used to determine whether each variable independent has an 

influence on the dependent variable. The results of this test can be seen in the table 

below: 

 

Table 3 

T-statistics test results 

Variab

le coefficient Error Standard  t-Statistics Probablity 

C -0.676146 0.311947 -2.167502 0.0341 

PAD -0.077752 0.011579 -6.715044 0.0000 

BD 1.088875 0.020509 53.09303 0.0000 

PDRB 0.006991 0.014904 0.469071 0.6407 

Source: Attachment 10 

 

The above table shows the effect of each independent variable on the 

dependent variable. An explanation of the relationship between these variables is as 

follows: 

 

a. t-statistics test Local-own Resource Revenue (PAD) 

Partially (t-test), PAD variable has a probability of 0.0000 when compared 

with the significant level of 5 percent (probability < 5 percent), meaning that PAD 

has a negative and significant effect on the Fiscal Stress variable, so the null 

hypothesis in this study is rejected, it can be said PAD partially has no significant 

effect on Fiscal Stress in districts/province of Central Sulawesi period 2014-2018. 

 

b. t-statistic test Regional Expenditure (BD) 

Partially (t test), the BD variable has a probability of 0.0000 when compared 

to the significant level of 5 percent (probability < 5 percent), meaning that BD has a 
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positive and significant impact on the Fiscal Stress variable, so the null hypothesis in 

this study is rejected, namely BD partially has a positive and significant effect on 

Fiscal Stress in the districts/cities of Central Sulawesi Province for the 2014-2018 

period. 

 

c. t-statistic test Gross Regional Domestic Product (PDRB) 

Partially (t test) PDRB variable has a probability value of 0.6407 which when 

compared to the significant level of 5 percent (probability > 5 percent), meaning that 

PDRB variable has a positive and insignificant effect on Fiscal Stress, so the null 

hypothesis in this study can not be rejected, which is PDRB partially does not have 

a significant effect on Fiscal Stress in the districts/cities of Central Sulawesi Province 

period 2014-2018. 

 

D. Classical Assumption Test  

This study uses a random effect model. The random effect model is a model 

that uses the Generalized Least Squares (GLS) approach. GLS is a method that uses 

information to be calculated explicitly which is able to produce an estimator that is 

Best Linear Unbiased Estimator (BLUE). GLS is an Ordinary Least Squares (OLS) 

model whose variables are transformed to meet the standard assumptions on the least 

squares (Gujarati, 2004). The GLS approach is also better and more efficient than the 

OLS approach (Greene, 2002). Based on the above explanation, this study did not 

test the classical assumption, because this study used a random effects model that 

met the BLUE requirements. 

Regional autonomy is a policy implemented by the Central Government to 

support equitable development between regions in Indonesia. This policy gives full 

authority to Regional Governments to regulate fiscal and development in their 

respective regions. Regional revenues consist of transfer funds and local-own source 

revenue (PAD), if most local government revenues derive from transfer funds, it will 

cause fiscal pressure (Fiscal Stress). Fiscal Stress conditions indicate the inability of 

the region to meet the needs of BD come from within the region itself in the form of 

PAD. 

The statistical results above using a random effect model approach show that 

simultaneously the PAD, BD and GRDP variables have a significant effect on Fiscal 

Stress. Partially, only PAD and BD variables have a significant effect on Fiscal 

Stress. While PDRB variable does not have a significant effect on Fiscal Stress. 

 

A. The Effect of Local-owned Resource Revenue on Fiscal Stress 

This study shows that the PAD variable has decreasing effect significantly on 

Fiscal Stress in the Districts/cities of Central Sulawesi Province. When PAD 

increases, Fiscal Stress decreases significantly, it means when the contribution of 

PAD is greater than BD, the dependence on transfer funds from the Central 

Government will decrease and the regions will be able to increase the independence 

so that Fiscal Stress will decrease. 

The results of this study are in line with research by Muda (2012) and Septira 

and Prawira (2019) that PAD has an influence on Fiscal Stress and the opposite of the 

results of research by Adriana et al. (2017) and Dwitayanti et al. (2019) which 

explains that PAD has no effect on Fiscal Stress. The greater the income that comes 

from PAD, not from transfer funds, so that the regions are more flexible in allocating 

budgets for regional interests without any element of interest from the Central 

Government that does not match with regional needs (Muda, 2012). The impact of 
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PAD that can reduce Fiscal Stress will provide opportunities for local governments to 

pay more attention to PAD management (Septira and Prawira, 2019). 

Increasing PAD in a region shows the region can optimize every potency as 

well as fiscal capacity to optimize sources of revenue comes from the region itself. If 

the increase in PAD occurs continuously, then generally the Fiscal Stress situation 

can decrease because Fiscal Stress shows the region that still not be able to optimize 

the sources of local revenue. Fiscal Stress in a region will encourage and motivate 

local governments to reduce dependence on the central government through 

increasing PAD. 

 

B. The Effect of Regional Expenditure on Fiscal Stress 

Different results were found in the BD variable, BD has an increasing and 

significant effect on Fiscal Stress in the districts / cities of Central Sulawesi Province. 

The increase in Fiscal Stress is due to the large proportion of BD derives from transfer 

funds, so that an increase in BD will have an impact on increasing regional fiscal 

dependence and Fiscal Stress is getting bigger. 

The test result of BD variable is ifferent from the result of previous studies, 

due to the use of different spending variables in influencing Fiscal Stress. The 

different results in the BD variable in this study, because the expenditure variable 

comes from government spending as a whole, not only on the capital/development 

expenditure side. The use of the BD variable is based on the fact that the fiscal 

allocation is not only for the capital/development expenditure side, but also for the 

operational side and most of the portion of government expenditure is spent on 

operational expenditure or non-development expenditure. 

BD has a very important role in Fiscal Stress, which BD can increase Fiscal 

Stress. The higher the BD, the higher the Fiscal Stress. The increase in Fiscal Stress 

is caused by BD which increases continuesly, but it is not compensated by increasing 

on PAD and tends to depend on transfer funds, so that it will impact on increasing 

Fiscal Stress. High Fiscal Stress illustrates the ability of local governments to adjust 

their budgets for BD. If BD is not adjusted to the ability of the region to finance the 

expenditures, it will increase Fiscal Stress along with the development of BD. 

 

C. Effect of Gross Regional Domestic Product on Fiscal Stress 

The result obtained on the PDRB variable shows an increasing and 

insignificant effect on Fiscal Stress in the districts / cities of Central Sulawesi 

Province. The results of this study are in line with the results of previous studies 

conducted by Muda (2012) and Adriana et al. (2019) which found that PDRB had no 

significant effect on Fiscal Stress. These results indicate that PDRB has no effect on 

Fiscal Stress. This situation is because PDRB does not directly affect Fiscal Stress in 

Central Sulawesi Province in period 2014 to 2018, but PDRB affects PAD through 

regional taxes and regional retribution caused by increased economic activity in a 

region which will later affect Fiscal Stress. 

 

4. CONCLUSION  

Simultaneously, the variables of PAD, BD and GRDP have a significant 

effect on Fiscal Stress in the districts /cities of Central Sulawesi Province period 

2014-2018. Partially, the PAD variable has a negative and significant effect on Fiscal 

Stress in the districts / cities of Central Sulawesi Province period 2014-2018. BD 

variable has a positive and significant effect on Fiscal Stress in the districts /cities of 

Central Sulawesi Province period 2014-2018. While PDRB variable has a positive 
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and insignificant effect on Fiscal Stress in the districts /cities of Central Sulawesi 

Province for period 2014-2018. 
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