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Abstract: Implementation of regional autonomy as the government’s efforts for the welfare society in
accordance with the characteristic of each region. Implementation of the fiscal decentralization recurring
phenomenon is the phenomenon of flypaper effect. Flypaper effect occurs when the local government responded
to the regional expenditure larger than the central government transfer revenue. The purpose of research is to
prove the phenomenon of flypaper in East Java Province period 2011-2015. This research uses quantitative
analysis with a population of 29 districts and 9 cities in East Java province. Data were analyzed using panel
data regression analysis with Eviews statistical test equipment. The result showed that regional revenue
positively affects regional expenditure, general allocation fund positively affects regional expenditure, financing
budget surplus positively affects regional expenditure, regional revenue positively effect on growth, positive
effect on the regional expenditure growth at district/city in East Java Province. The result of the comparison
coefficient general allocation of funds and region revenue indicate there has been a flypaper effect on region
expenditure districts/cities in East Java Province period 2011-2015
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I.  Introduction

Implementation of regional autonomy is the focal point of government efforts for the welfare of the
community in accordance with the characteristic of each region. Implementation of enhanced local autonomy
with fiscal decentralization officially began on January 1, 2001. When the response to the major region
expenditure more than the transfer of income, it can be said there is the phenomenon of flypaper effect.
According to Law No. 32 of 2004 on local governments is the right authority and obligations of autonomous
regions to organize and regulate their own affairs and interests of local communities in accordance with the
legislation. Broadly speaking there are 7 that needs the attention of regional autonomy it self-becomes main goal
(Top Destinations) namely: Public Services, Community Development, Community Participation,
Competitiveness area, Public Welfare, Democracy and Equity and justice.

Implementation of enhanced local autonomy with fiscal decentralization officially began on January 1,
2001. Sources reception area in the context of regional autonomy and fiscal decentralization is still dominated
by the aid and assistance of the central government in the form of General Allocation Fund, Special Allocation
Fund, and Revenue Sharing results.While the proportion of Special Allocation Fund is still relatively small. On
the average national, regional revenue contributes only 12-15% of total local revenues, while approximately
70% still depend on contribution from central government assistance. Oates (1999) states that when the response
is greater regional spending on transfers than his own income, then it is called flypaper effect (Halim, 2002).
Flypaper effect is a phenomenon to a condition when the local government to respond to regional spending more
than the transfer comes from region revenue.

Related to this, a lot of research has been discussed the flypaper effect. Other studies related to flypaper
effect in East Java indicate occurred flypaper effect in East Java evidenced by the influence of general allocation
fund to region expenditure more strongly than revenue (Ariwijaya, 2013). Meanwhile, other studies related to
flypaper effect showed that the occurrence of flypaper effect in East Java mean that most of the district/city in
East Java Province is more dependent on local revenue itself rather than the general allocation fund of the
government (Arofi, 2015). This is also supported by research that suggests that Financing Budget Surplus take
to effect positive against opportunistic behavior-budgeting, in which this research shows that Financing Budget
Surplus large are closely related as a result of the rate of absorption is very small as a result of an error in the
pattern of planning, both in terms of policy and technical (Megasari, 2015). Based on the above explanation it is
necessary to do research on "The Phenomenon Flypaper Effect In Balanced Funds, Regional Revenue and
Surplus Budget Funding of Economic Growth and Regional Expenditure In Districts/City Province East Java".
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I1. theoretical framework
2.1 Regional Autonomy
Autonomy is derived from the Greek outo and nomous, auto which means "alone" while nomous
means "law" or "regulation” (Simanjuntak, 2013). Regional autonomy means is granting the rights, powers or
duties of a region to organize and manage their own household in accordance with the prescribed rules.
Regulation of regional autonomy in Indonesia has been established in the legislation.Legislation regional
autonomy in Indonesia several times through the renewal/amendment.

Table 1.1 Regional Autonomy Law in Indonesia

No. | Period/Era Government Constitution About

1 Dutch colonial Regulation 1903 Decentralisatie wet

2 Dutch colonial Bestuurshervormings wet 1922 Basic Regulation Public Institution Indies

3 Physical revolution Law No. 1/1945 Position Local National Committee

4 Physical revolution Law No. 22/1948 The government it self in the area and the
right to regulate and manage the household
alone

5 Parliamentary democracy Law No. 1/1957 Principal staple of local government

6 Guided democracy Law No. 18/1965 Principal staple of local government

7 the new order Law No. 5/1974 Principal staple of local government

8 Reformation Law No. 22/1999 Local government

9 Reformation Law No. 32/2004 Local government

Source: Simanjuntak (2013)

With the implemented regional autonomy is expected to create efficiency and effectiveness in resource
management which is owned by an area.Can improve the quality of public services and to improve the welfare
of society. Can empower and create a space for people to take part in the process of regional development. With
regional autonomy is expected to strengthen the economic base of the area which in turn can improve the
welfare of the community.

2.2 Fiscal Decentralization

Implementation of the system of regional autonomy,followed by implementation of fiscal
decentralization.Where the local government has the right to manage their own local financial. Based on the law
of regional autonomy associated with the financial balance between the central government and the regions,
revenue sources of region revenue are (Adisasmita, 2011):
1. Region Revenue
Sources of local revenues consist of: a) Results of local taxes; b) The results of levies; ¢) Results of the
company-owned wealth management area and the results of other areas that are separated; d) Other income
regional revenue legitimate.
2. Balance fund
The balancing fund consists of: a) Section blood from personal income tax receipts, Land and Building Tax,
Customs Acquisition Rights dust and Building, and revenues from natural resources; b) General allocation fund,
c¢) Special Allocation Fund.

2.3 Flypaper Effect

Oates (1999) states that when the response is greater regional spending on transfers than his own
income, then it is called flypaper effect (Halim, 2002). Flypaper effect is an economic phenomenon when the
government responded to the transfer given by central government in the form of general allocation funds
greater use of the original income. Flypaper effect also affects the tendency of regional government expenditure
for the next period so that the effect will result in the long term.

2.4 Region Revenue

According to Law No. 33 of 2004 article 1, paragraph 18 states that Region Revenue is a local earned
income levied by local regulations in accordance with the legislation. Sources of regional revenue pursuant to
article 6, paragraph 1 of Law No. 33 of 2004 consists of: local taxes, levies, local-owned company results and
the results of the management of wealth belonging separated areas and others regional legitimate revenue.
Furthermore, according to article 6 paragraph 2 of law mentioned above, other local revenue legitimate is
covering the sale of the wealth of separated areas, current accounts, interest income, exchange gains in the
rupiah against foreign currencies, commission pieces or other forms as result of the sale and or procurement of
goods or services by regions. The aim of the income regional revenue is to provide authority for local
governments to be able to self-fund the implementation of regional autonomy in accordance with the regional
potential as a form of decentralization.

DOI: 10.9790/5933-0801024252 www.iosrjournals.org 43 | Page



The Phenomenon Flypaper Effect In Balanced Funds, Regional Revenue and Surplus Budget

2.5 Balance Funds

Implementation of fiscal decentralization in Indonesia is the provision of fiscal transfers to the region
in the form of balance funds and special autonomy and adjustment fund. The fund balance is the reception area
in the form of transfer income is the income of local government sourced from government transfer superiors
recognized as an addition to net asset value. It is also stated in law No. 33 of 2004 and government regulation
No. 55 Year 2005 balance fund consists of: Funds Revshare, General Allocation Fund and Special Allocation
Fund. General allocation fund, which comes from the state government budget is allocated for the purpose of
financial balance between the center and regions to finance the implementation of the decentralization of the
general allocation fund is a block grant, which means the use of these funds delegated to the regions in
accordance with the priorities and needs areas for improvement of services to the community in the
implementation of regional autonomy which the legal basis for allocating these funds in accordance with law
Number 33 of 2003 on the balance of funds between central and local magnitude general allocation fund is at
least 26% of domestic revenues netto in the state budget. While the proportion of the general allocation fund for
provincial and district/ municipal accordance with the needs and authority between provincial and district/city
general allocation fund formula using the fiscal gap approach which is the difference between needs.Balance
funds mentioned that the special allocation fund is a fund sourced from state government budget allocated to a
particular region with the aim to help fund special activities of regional affairs in accordance with national
priorities are implemented at the local level. Special allocation fund is earmarked for specific areas chosen for a
special purpose.Funds revshare is a fund sourced from state government budget allocated to regions based on
the percentage to finance the needs of the region in the implementation of decentralization (Law No.33 of 2004,
On financial balance between central and local government). Funds Revshare transferred the central government
to local government consists of two (2) types, namely tax funds revshare and funds revshare natural resources.
Reception pattern of results was done by a certain percentage based on regions. Admissions Tax Revenue
Sharing Fund sourced from:
a) Land and Building Tax,
b) Tax on Acquisition of Land and Building,
c) Income Tax Article 25 and Article 29 of the individual taxpayer of the Interior (Income WPOPDN) and

Article 21 of the Income Tax (VAT 21).
d) While the reception Funds Revsharenatural resources from: Forestry, Mining General, Fisheries, Mining
and Petroleum, Mining and Gas and Geothermal Mining

2.6 Surplus Budget Funding

Indonesian government regulation No. 71 Year 2010 states that the surplus budget funding is the
difference between more / less between actual revenues and expenses during the reporting period. Surplus was
the case in previous budget called the surplus budget funding. The presence or absence surplus budget funding
and the size depends on the level of spending by the local governments as well as the performance of local
revenue. If in a certain budget relatively low level of regional expenditure or occur efficiency of the budget, it is
possible to be obtained surplus budget funding higher. But otherwise if regional expenditure is high, then
surplus budget funding obtained will be smaller, even if regional expenditure larger than the area of income
resulting fiscal deficit, and it happens timeless surplus budget funding.One source of funding for capital
expenditure provision of public facilities is sourced from regional revenue surplus budget funding the previous
fiscal year. Surplus budget funding is one source of funding used to cover the budget deficit as a result of efforts
to increase the quality of care and welfare of society as explained in the PMK 45 / PMK.02 / 2006. If surplus
budget funding area is quite large and is expected to finance all the regional capital expenditures for the
provision of facilities and infrastructure to improve public services do not have to wait for help transfer funds
from the central government.

2.7 Regional Expenditure

State revenue and expenditure budget and expenditure (commonly abbreviated APBD) the annual
financial plan of local government were discussed and agreed upon by the regional government and the regional
representative's council and determined by the regional regulation and became the basis of financial
management in a period of one year from 1 January to 31 December. Budgets are an important instrument of
government policy, which cannot be understood only as a more financial documents, but also reflects the
commitment of the political and socio-economic policy priorities of the government.The structure of the budget
consists of budgetary revenues, expenditures, and budget financing. Revenue is the right of local government
areas recognized as an addition to net asset value in the period in question. Budget revenues are sourced from
regional revenue, revenue-sharing and Other Income. Regional expenditure are all obligations that area
recognized as a reduction in the net asset value of the relevant fiscal year period.
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2.8 Regional Economic Growth Theory

Regional economic growth is the increase in people's income as a whole is happening in the region,
which is the entire added value that occurred (Tarin, 2014). The growth is the increase in output per capita in the
long term (Boediono in Tarin, 2014). There are several factors that affect economic growth include the
following: 1). Land and other natural resources, 2). The number and quality of population and workforce, 3).
Capital goods and technology (Sukirno, 2004). Economic growth is one indicator of the success of economic
development of a region.Where construction of the local government to precisely target the growth of the
economy will increase. If the regional economic growth increases, the level of social welfare and productivity
even higher, so that reduced unemployment and poverty will fall. Economic growth into one of the requirements
to achieve economic development, but keep in mind not only the statistics that describe the growth rate, but
rather the one who has created the economic growth, if only a few people or a large part of society (Todaro and
Stephen C. Smith, 2006).

I11. Research Methods

This research analysis method using quantitative analysis with panel data.The location of this research
conducted at Regency / City in East Java with the study time period 2011-2015. The research data sourced from
secondary data presented by the Directorate General of Fiscal Balance. This study uses panel data with the
population in this study were 29 districts and 9 in East Java fiscal year 2011-2015.
Data were analyzed using panel data regression analysis with Eviews statistical test equipment. The regression
equation is:
V=0 +5,X +5,X,+;X; + Kab/Kota + e

Where:

Y = direct expenditure and economic growth
cC = constant

X1 = locally-generated revenue

X, = difference financing articles

X3 = balance fund

District/ City = a dummy variable

E = error term

518,65 = coefficient of regression

IV. Discussion and Analysis
Regression test results where the dependent variable (regional expenditure), while independent
variables (regional revenue, general allocation of funds, surplus budget funding) by using panel data from 2011
to 2015.Analyst research data using the program Eviews 7. The following is a regression test results:

Table 1.2 Regression Test Results

Dependent Variable: BELANJA

Method: Panel Least Squares

Date: 11/19/16 Time: 16:10

Sample: 2011 2015

Periods included: 5

Cross-sections included: 38

Total panel (balanced) observations: 190

Variable Coefficient Std. Error t-Statistic Prob.
PAD -0.810229 0.273892 -2.958202 0.0035
DAU -0.840443 0.236534 -3.553160 0.0005
SILPA -1.387485 0.291732 -4.756025 0.0000

C 0.519450 0.094119 5.519098 0.0000
R-squared 0.136445 Mean dependent var 0.136706
Adjusted R-squared 0.122516 S.D. dependent var 0.085388
S.E. of regression 0.079986 Akaike info criterion -2.193094
Sum squared resid 1.189993 Schwarz criterion -2.124736
Log likelihood 212.3439 Hannan-Quinn criter. -2.165403
F-statistic 9.796209 Durbin-Watson stat 1.486242
Prob(F-statistic) 0.000005 |

The coefficient of determination (R2)

The results of data analysis influence regional revenue, general allocation of funds and difference
financing articles to regional expenditure in 38 district/city of East Java Province obtained the coefficient of
determination, or R2 is 0.136445, indicating that the variable regional revenue, general allocation of funds and
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difference financing articles contributed 13.64 percent in influencing regional expenditure all districts /city in
East Java province. While the rest influenced by other factors or other variables that were not involved in this
study. In general, the model used can be good to explain how the effect of (regional revenue, general allocation
of funds, surplus budget funding, the regional expenditure districts/cities in East Java province.

Simultaneous Testing (Test F)

In the regression equation, the data analysis shows the calculated F value obtained at 9.796209 with
probability equal to 0.0000. When compared with Alpha 5%, then the value obtained probability is smaller than
the specified Alpha (0.0000 <0.05). Thus Ho rejected and concludes variable regional revenue, general
allocation of funds and difference financing articles jointly significant effect on regional expenditure
districts/cities in East Java province.In other words, the first hypothesis which states regional revenue, general
allocation of funds and surplus budget funding positive influence on regional expenditure districts /city in East
Java province, proved.

Testing Partial (t-test)

Testing this hypothesis using t tests were conducted to show how far the influence of the independent
variables individually in explaining the variation of the dependent variable. Based on t test results, then the
decision is as follows:

1. Tests on variable regional revenue

The first hypothesis states that regional revenue significant effect on regional expenditure. Based on
calculations using the data eView program 7 showed that the significance value of 0.0035. It means that
decisions receive and reject H ; H o meaning regional revenue significant effect on regional expenditure because
of the significance value less than 0.05.

2. Tests on variable general allocation of funds

The second hypothesis states that general allocation of funds significant and positive impact on
regional expenditure. Based on calculations using the data Eviews7 program showed that the significance value
of 0.005. It means that decisions reject H o and accept H , meaning general allocation of funds significant effect
on regional expenditure because the significance value less than 0.05.

3. Tests on variable surplus budget funding,

The third hypothesis which states that surplus budget funding, significant effect on regional
expenditure. Based on calculations using the data eView program 7 showed that the significance value of 0.000.
This means that decisions taken are received H 3 and reject H , means surplus budget funding, the positive
significant effect on regional expenditure because of the significance value less than 0.05.

Regression test results where the dependent variable (growth) while the independent variable (regional revenue,
general allocation of funds, surplus budget funding) by using panel data from 2011 to 2015. Analysis research
data using the program Eviews 7.The following is a regression test results:

Table 1.3 Regression Test Results

Dependent Variable: GROWTH

Method: Panel Least Squares

Date: 11/19/16 Time: 16:13

Sample: 2011 2015

Periods included: 5

Cross-sections included: 38

Variable Coefficient Std. Error t-Statistic Prob.
PAD 0.128673 0.062828 2.048022 0.0420
DAU 0.075922 0.054258 1.399272 0.1634
SILPA 0.058439 0.066920 0.873257 0.3836

C 0.026074 0.021590 1.207684 0.2287
R-squared 0.027523 Mean dependent var 0.060897
Adjusted R-squared 0.011838 S.D. dependent var 0.018458
S.E. of regression 0.018348 Akaike info criterion -5.137759
Sum squared resid 0.062617 Schwarz criterion -5.069401
Log likelihood 492.0871 Hannan-Quinn criter. -5.110068
F-statistic 1.754707 Durbin-Watson stat 1.527012
Prob(F-statistic) 0.157394 |

The coefficient of determination (R2)

The results of data analysis influence regional revenue, general allocation of funds, difference
financing articles to growth in the 38 district/city of East Java Province obtained the coefficient of
determination, or R2 is 0.027523, indicating that the variable regional revenue, general allocation of funds,
difference financing articles contributed 0.02 percent in growth affect all districts/city in East Java Province.
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While the rest influenced by other factors or other variables that were not involved in this study. In general, the
model used can be good to explain how the effect of regional revenue, general allocation of funds, surplus
budget funding, the growth districts/cities in East Java province.

Simultaneous Testing (Test F)

In the regression equation, the data analysis shows the calculated F value obtained at 1.754707 with
probability equal to 0.026074. When compared with Alpha 5%, then the value obtained probability is smaller
than the specified Alpha (0.0000 <0.05). Thus Ho rejected and concludes variable regional revenue, general
allocation of funds, surplus budget funding jointly significant effect on growth districts/city in East Java
province.In other words, the first hypothesis which states regional revenue, general allocation of funds, surplus
budget funding positive effect on regional expenditure districts /city in East Java province, proved.

Testing Partial (t-test)
Testing this hypothesis using t tests were conducted to show how far the influence of the independent variables
individually in explaining the variation of the dependent variable. Based on t test results, then the decision is as
follows:
1. Tests on variable regional revenue

The first hypothesis states that regional revenue significant effect on growth. Based on calculations
using the data eView program 7 showed that the significance value of 0.0420. It means that decisions receive
and reject H ; H o, meaning regional revenue significant effect on spending because of the significance value less
than 0.05.
2. Tests on variable general allocation of funds

The second hypothesis states that general allocation of funds significant and positive impact on
spending. Based on calculations using the data Eviews7 program showed that the significance value of 0.1634.
This means that the decision to accept H  and reject H , meaning that general allocation of funds has no effect
on growth because of the significance value greater than 0.05.
3. Tests on variable surplus budget funding

The second hypothesis which states that surplus budget funding significant effect on growth. Based on
calculations using the data eView program 7 showed that the significance value of 0.3836. This means that
decisions taken are received H ( and reject H 3 means surplus budget funding no effect on Growth because of the
significance value greater than 0.05.
Regression test results where the dependent variable (growth) while the independent variable (regional revenue,
general allocation of funds, surplus budget funding, regional expenditure) by using panel data from 2011 to
2015.Analyst research data using the program Eviews 7. The following is a regression test results:

Table 1.4 Regression Test Results

Dependent Variable: GROWTH

Method: Panel Least Squares

Date: 11/21/16 Time: 09:02

Sample: 2011 2015

Periods included: 5

Cross-sections included: 38

Total panel (balanced) observations: 190

Variable Coefficient Std. Error t-Statistic Prob.
PAD 0.093520 0.063299 1.477432 0.1413
DAU 0.039458 0.055206 0.714742 0.4757
SILPA -0.001760 0.069781 -0.025219 0.9799
BELANJA -0.043387 0.016561 -2.619871 0.0095

C 0.048611 0.022932 2.119785 0.0354
R-squared 0.062312 Mean dependent var 0.060897
Adjusted R-squared 0.042038 S.D. dependent var 0.018458
S.E. of regression 0.018065 Akaike info criterion -5.163662
Sum squared resid 0.060377 Schwarz criterion -5.078214
Log likelihood 495.5479 Hannan-Quinn criter. -5.129049
F-statistic 3.073449 Durbin-Watson stat 1.577357
Prob(F-statistic) 0.017603 |

The coefficient of determination (R2)

The results of data analysis influence regional revenue, general allocation of funds, surplus budget
funding and expenditure on growth in 38 district/city of East Java Province obtained the coefficient of
determination, or R2 is 0.062312, indicating that the variable regional revenue, general allocation of funds,
surplus budget funding and expenditure contributed 0.06 percent in growth affects all districts/city in East Java
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province. While the rest influenced by other factors or other variables that were not involved in this study. In
general, the model used can be good to explain how the effect of regional revenue, general allocation of funds,
surplus budget funding and regional expenditure, the Growth districts/city in East Java province.

Simultaneous Testing (Test F)

In the regression equation, the data analysis shows the calculated F value obtained at 9.796209 with
probability equal to 0.0354. When compared with Alpha 5%, then the value obtained probability is smaller than
the specified Alpha (0.0000 <0.05). Thus Ho rejected and concludes variable regional revenue, general
allocation of funds and surplus budget funding jointly significant effect on regional expenditure districts/cities in
East Java province. In other words, the first hypothesis which states regional revenue, general allocation of
funds and surplus budget funding positive effect on regional expenditure districts/cities in Eat Java Province, is
proven.

Testing Partial (t test)

Testing this hypothesis using t tests were conducted to show how far the influence of the independent
variables individually in explaining the variation of the dependent variable. Based on t test results, then the
decision is as follows:

1. Tests on variable regional revenue

The first hypothesis states that regional revenue significant effect on growth. Based on calculations
using the data eViews program 7 showed that the significance value of 0.1413. It means that decisions reject and
accept H ; H o meaning that the regional revenue does not affect the growth because of the significance value
greater than 0.05.

2. Tests on variable general allocation of funds

The second hypothesis states that general allocation of funds significant and positive impact on the growth.
Based on calculations using the data program Eviews7 showed that the significance value of 0.4757. This means
that the decision received H ¢ and reject H , meaning general allocation of funds no significant effect on growth
because of the significance value less than 0.05.

3. Tests on variable surplus budget funding

The second hypothesis which states that surplus budget funding significant effect on growth.Based on
calculations using the data program eViews 7 showed that the significance value of 0.9799. This means that
decisions taken are starting H ; and accept H o means no significant effect difference financing articles
positively to growth for more than significance value of 0.05.

4. Tests on regional expenditure variable

The second hypothesis which states that the regional expenditure significant effect on growth. Based on
calculations using the data eView 7. The program showed that the significance value of 0095. This means that
decisions taken are received H 4, and reject H o means spending a significant positive effect regional growth
because of the significance value less than 0.05.

4.1 Analysis of Regional Revenue to Regional Expenditure

Regional revenue positively affects regional expenditure in the district /city in the province of East
Java. This means that the higher revenue generated, the area also increases the regional expenditure issued by
the local government. Decentralization model that provides a space for autonomous local governments to
increase revenue creation give the impact of the increase in regional revenue. Therefore, with increasing
regional revenue will increase spending/regional expenditure.Regional revenue positive effect on regional
spending as regional revenue is a major source of government revenue derived from the resources within the
region itself. regional revenue is the area of revenues generated from sources within its own territory levied by
local regulations in accordance with the legislation in force. Regional revenue can be sourced from taxes,
charges, and revenue receipts are valid under the law.

Regional revenue is one indicator for assessing the independence of a region and a benchmark for the
success of the local government in the implementation of government functions, development, and delivery of
public services to the community. The local government district/city in East Java province should explore
potential originating from its territory in order to increase revenue so it does not rely on the central government
transfer.The results are consistent with research conducted by Ilma Syahida Arofi (2015). The results of this
study indicate that the regional revenue and the general allocation fund positive effect on regional spending.
Then simultaneously it can be concluded that a significant difference between regional revenue and the general
allocation fund to regional expenditure. As well as research Deny Oktavia (2014) regional revenue and the
general allocation fund in general positive effect on the regional expenditure.
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4.2 Analysis of General Allocation Funds to Regional Expenditure

General Allocation Fund positively affects regional expenditure at the district/city in the province of
East Java. This means that the higher the general allocation funds obtained from the central government also
increase the regional expenditure incurred by local governments. General allocation fund is one source of local
revenue that comes from central government funds sourced from the state budget to be allocated for the purpose
of financial equalization between regions to fund operational needs of the area. With the increase of general
allocation funds to the region led to an increase in regional expenditure district/city in East Java Province is
expected to improve public services provided by regional governments to the public. So with the increase of
general allocation funds also have a positive impact on the people in the district /city in East Java province.The
results are consistent with research conducted by lima Syahida Arofi (2015). The results of this study indicate
that the regional revenue and the general allocation fund positive effect on regional spending. Then
simultaneously it can be concluded that a significant difference between regional revenue and the general
allocation fund to regional expenditure. As well as research Deny Oktavia (2014) regional revenue and the
general allocation fund is generally positive influence on regional expenditure.

4.3 Analysis of Surplus Budget Funding to Regional Expenditure

Surplus budget funding positively affects regional expenditure at the district/city in the province of
East Java. This means that the higher the general allocation funds obtained from the central government also
increase the regional expenditure incurred by local governments.Large or small financing budget surplus is
probably the best indicator of the efficiency of management funds. The greater the financing budget surplus
district /city, the most efficient management of these funds. Conversely, when financing budget surplus city
/county small then the inefficient management of these funds. The financing budget surplus area is quite large
and is expected to finance all the regional capital expenditures for the provision of facilities and infrastructure to
improve public services do not have to wait for help transfer funds from the central government.

4.4 Analysis on the Growth of Regional First Revenue

Based on the statistical test t can be concluded that the original income positive effect on the growth of
the district /city in East Java province.Regional revenue growth on a positive influence on district /city in East
Java province. Regional revenue should be the main fund which is managed by the local government in an era
of fiscal sentrasisali and regional autonomy so that the Regional government does not just rely on funds from
the central government. Regional revenue affects regional economic growth in the district /city in East Java
show that the government's role is very important especially in the allocation of local budget. Spending areas
need to be taken seriously in order to be allocated in earnest in productive sectors and projects with management
and good management and transparent so that it will increase the productivity of the economy in order to
achieve an increase in growth.One of the main objectives of fiscal decentralization is the realization of
capabilities in terms of local finance (financial independence), which local governments are expected to explore
the financial resources of the region through regional revenue. Areas that have high levels of positive regional
revenue growth have the possibility to increase income per capita better, so as to give effect positively to my
growth in the economy of a region. If the original income increases then the fund will be managed area for
construction also increased. In meaning the greater the revenue area is obtained, then the level of expenditure
will move to rise, so there is a tendency to spend funds local budgets. With increasing regional revenue indicates
the better the government to optimize the potential that exists in the area. By multiplying the potential in the
area will have a positive impact on the population in the surrounding area. So with increases, regional revenue
can increases growth in the area.

Analysis of Regional Expenditure on Growth

Regional expenditure positive influence on growth at district/city in East Java province.With increased
spending on growth areas indicate that many local governments use the budget to the public interest which can
stimulate growth at the district /city in East Java province. Regional expenditure can be grouped into two
recurrent expenditure and development expenditure Routine expenditure have little impact on growth because
government spending is spending that is not productive and tend to be consumptive.Meanwhile, development
expenditure having an impact on the strengthening of the economy because government spending is used for
investment in development that can have a multiplier effect on the growth of the area.

Your spending government areas may be capital goods, infrastructure development that may have an
impact on regional growth. The rate of economic growth of a region can increases if expenditures of local
governments meet the objectives of the development plan both short term and long term. If government
spending were mostly reserved for activities such as infrastructure investment and economic social such as the
construction of bridges, roads, water, electricity, transportation, telecommunications to facilitate and integration
for economic activity can increase the productivity of economic activities that can bind economic growth.
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Economic development can not be separated from economic growth in which economic development
to encourage economic growth, or vice versa. Increased government spending may provide increased influence
a country's ability to produce goods and services from one period to the next. Growth is one of the prerequisites
of development, the relatively smaller can near disadvantaged areas towards convergence with more developed
areas. Government spending is one measure that affects the economy and is a form of stimulus by the
government in the early stages of development. This is related to government spending has a role as a fiscal
instrument can be via the function allocation, distribution, and stabilization. The allocation of expenditure
should take precedence in the crucial functions than just routine. Regional expenditure can be no effect on
growth if regional expenditure used by the government expenditures. Efficiency and effectiveness regional
expenditure can be seen as a positive influence on growth.

4.5 Analysis Flypaper Effect on Regional Expenditure District Municipality in East Java Province

Flypaper effect is a condition where the stimulus (response) in regional spending caused by the change
in the number of general allocation fund transfers from the central government is greater than that caused by
changes in local revenue. This is certainly contrary to the principle of decentralization and autonomy principles,
where local governments are required to be more independent without relying on the central government.
Determining the occurrence of flypaper effect can be done by comparing two coefficients of independent
variables are general allocation fund with regional revenue, in which the general allocation fund coefficient
value is greater than the coefficient of regional revenue and both significant, insignificant or regional revenue.
The regression coefficient between general allocation fund coefficient of t -3.553160 -0.840443 with probability
0.0005 and then at 0.05 Alpha general allocation fund statistically significant effect on public expenditures,
while the value of the coefficient of regional revenue as t -2.958202 -0.810229 with probability 0.0035 and then
Alpha 0.05 regional revenue statistically significant effect on their spending.

The results of the comparison coefficient general allocation fund and regional revenue indicates there
has been a flypaper effect on regional expenditure district/city in East Java Province, because the general
allocation fund coefficient greater than regional revenue, and both significantly general allocation fund = -
0.840443 > regional revenue = -0.810229).Thus the second hypothesis which states that there has been flypaper
effect in regional expenditure 38 districts/city in East Java province, proved . This study proves the government
district /city in East Java province yet financially independent because it has not been able to rely on their own
areas of financial capability in running the government. Hence the need for an increase in revenue receipts areas
with efforts to explore the potential in each area based on excellence comparative and excellence absolute.

The results are consistent with research conducted by Danang Ariwijaya (2013). These results indicate
that the effect of general allocation funds towards regional expenditure is stronger than the effect of regional
revenue. It indicates the occurrence of flypaper effect. The results also showed that regional revenue t-1 has a
stronger predictive power than regional revenuet-1 in influencing the prediction regional expenditure.The results
of this study also proves that the phenomenon occurs flypaper effect on ducation expenditure. The results also
demonstrate the effect of regional revenue to health spending is greater than the influence of general allocation
fund. The results also demonstrate the effect of regional revenue to expenditure public works is greater than the
influence of general allocation fund. The results also prove there is a difference between the occurrence of
flypaper effect district/city high regional revenue by district/city that regional revenue is low.Furthermore, the
results support their research is research Deny Oktavia. Shows the results of testing to show that the time series
data in 2003-2013 occurred flypaper effect indicated by general allocation fund more significant influence on
regional expenditure of the regional revenue to the influence of regional expenditure. Districts/cities in East Java
generally experience flypaper effect proven or accepted, regional expenditure response was greater due to the
equalization funds, particularly from general allocation fund component.

V. Conclusion and Recommedation
Based on the research The Phenomenon Flypaper Effect In Balanced Funds, Regional Revenue And

Surplus Budget Funding Of Economic Growth And Regional Expenditure In Districts/City Province East Java

in 2011-2015 it can be concluded as follows:

1. Region revenue positive effect on regional expenditure. This means that the higher revenue generated
region, the area also increase the expenditure incurred by the government district /city in East Java
province.

2. General allocation fund positive effect on regional expenditure. This means that the higher the general
allocation funds received from the government district /city in East Java province, the area also increase the
expenditure incurred by the government of the district/city in East Java province.

3. Financing budget surplus positive influence on Expenditure on Government district /city in East Java
province. More high general allocation funds obtained from the central government spending is increasing
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as well regions issued by local governments. Large or small budget financing difference is probably the best
indicator of the efficiency of management funds.

Regional revenue growth on a positive influence on the district /city in East Java Province.

Regional Expenditure affects positively the growth at the district/city in East Java Province.

There was flypaper effect phenomenon occurred in the district /city in the province of East Java. It means
the government of district /city in East Java Province is still very dependent on central government
expenditure in the area this is evidenced by the use of general allocation funds is more dominant than the
original income.

Based on the research The Phenomenon Flypaper Effect In Balanced Funds, Regional Revenue And Surplus
Budget Funding Of Economic Growth And Regional Expenditure In Districts/City Province East Java in 2011-
2015, the researchers gave the following advice:
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For local government is expected to increase the independence and reduce the dependence of local
governments on the funds given by the central government. district/city in the province of East Java could
increase regional revenue by maximizing the regional revenue notably from local taxes, levies and other
things that can be a legitimate source of revenue.

For the local government in order to explore the potential existing in the region based on the comparatif
advantage and absolute advantage.

Manage the budget efficiently and optimize budget management in the public sector, so that with the
increase in government spending can also expect a direct or indirect impact on the community so as to
promote growth.

Make capital formation or investment area through the regional website to attract investors to the region to
promote development that might impact on growth.

For further research is recommended to further develop this research by adding other variables that are not
addressed in this study instance variables gross regional domestic product and government policies.
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