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This study is able to measure the percentage of the contribution of budgeted
regional expenditures and assess the suitability of the financial management of the
NTT Provincial Government with the budget design legislation. The results of the
analysis show that (a) Analysis of the Variance of Education Expenditure on average
80.85%, Health Expenditure an average of 70.23%, (b) Growth in Education
Expenditure experienced an average positive growth in the moderate category of
30.10%. Average health spending experienced a positive growth in the low category of
20.74%. (c) The harmony of Education Expenditure and Health Expenditure shows that
in 2016-2017 the regional government of the NTT Province has not been optimal in
allocating the expenditure budget in accordance with the provisions of the Act.
Whereas in 2018 the government has allocated optimally in accordance with the
provisions of the Act, (d) the overall efficiency of Education Expenditure and Health
Expenditure shows an average of below 100%, so the researcher concludes that the
NTT Provincial Government in the absorption of the regional budget for the function of
education and health has been efficient and economical but not yet effective. Local
government performance is not in accordance with the concept of value for money.

I Introduction

Indications of the success of regional autonomy are
reflected in the improvement of public services and
welfare (Primanto et al., 2021; Cook et al., 2021;
Salam, 2021; Irawan et al., 2021; Sutrisna & Utama,
2021; Garmer & McCarron, 2022) . In addition, it can
be seen from the increasingly advanced democratic
life, justice, equity, and the harmonious relationship
between the central and regional governments as well
as between regions. Budget reform demands an
improvement by applying the concept of value for
money or better known as 3E, namely economical,
efficient, and effective (Jones and Pendlebury 1988 in
Bastian 2010: 193). This has an impact on local
governments (Pemda) being required to be better at
finding and using inputs (funds) by always being
guided by the 3Es. This encourages local governments
to always try to pay attention to every rupiah obtained
and used.

Changes in the budget system not only involve the
budgeting process, but also the budget structure
(Mahmudi, 2019:4; Bashtannyk et al., 2021;
Tsindeliani et al., 2021; Lahn, 2021; Csehi, R., &
Schulz, 2022). The budget structure was changed from
the traditional budget structure with a balanced budget
approach to a new budget structure, namely perfor-
mance based budgeting. Performance-based budgeting
emphasizes the achievement of results (outcomes)
from programs and activities financed by the APBD,
then linked to measurable performance targets
(Mahmudi, 2019:4).

Since the granting of regional autonomy rights, local
governments can determine their own Regional
Revenue and Expenditure Budget (APBD) according to
their needs and potential, so that the process of public
services in an area can be illustrated through the
allocated budget. Even regional spending is an
important tool in stimulating the economy and regional
progress. The education sector provides a very large
contribution to the progress of a nation. Besides that,
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it is a vehicle for translating constitutional messages as
well as a means of building the nation's character. An
intelligent society will give the nuances of an intelligent
life and will gradually form independence. Such
individuals are a major investment in the development
process in a country, both from the economic, political,
social and cultural aspects.

The health sector is also an important part of
measuring success and advancing a region. Health
development is essentially an effort that must be
carried out by all components of the Indonesian nation
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with the aim of increasing awareness, willingness, and
ability to live a healthy life in order to realize the
highest degree of public health, as an investment in
the development of socially and economically
productive human resources.

The achievement of the budget performance of the
Regional Government of East Nusa Tenggara (NTT)
can be seen from how well the level of efficiency and
growth is generated. An illustration of the use of the
NTT provincial budget can be seen in the following
diagram:

Figure 1. Percentage of Realization of NTT Province Regional Budget by Function

2016-2018 Tahun

Source: Regional Finance Agency of NTT Province, 2020

The data in the diagram above shows a fluctuating

phenomenon in the implementation of each
expenditure for
the 2016-2018 fiscal year. It is clear that the

realization of the budget for all functions is still below
100%. Meanwhile, the education and health functions
have the smallest average percentage, which is below
80% when compared to other functions. The visible
phenomena indicate that the budgets for some
programs or activities have not been absorbed and
managed properly. This research is important
because it is able to measure the percentage of the
contribution of budgeted regional expenditures and to
assess the suitability of the NTT Provincial
Government's financial management with the budget
design legislation.

[LITERATURE REVIEW |

Regional
(APBD)

Revenue and Expenditure Budget

The definition of APBD according to Abdul Halim
(2009: 24) in his book Public Sector Accounting,
Regional Financial Accounting: APBD is a regional
government activity plan that is outlined in the form
of numbers and shows the existence of a source of
revenue which is the minimum target and the cost is
the maximum limit for one budget period. . APBD is a
regional budget that has the following elements:

1.An area's activity plan, along with a detailed
description.

2.The existence of a source of revenue which is the
minimum target to cover the costs associated with
these activities, and the existence of costs which are
the maximum limit of the expenditure carried out.
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3.Types of activities and projects expressed in
numbers

4. The budget period is usually 1 (one) year.

Functions of the Regional Revenue and Ex-
penditure Budget (APBD)

According to Nurlan Darise (2008:133), the Govern-
ment Budget is a formal document as a result of an
agreement between the executive and the legislature
regarding the expenditure set to carry out govern-
ment activities and the expected income to cover the
expenditure needs or the financing needed if a deficit
or surplus is expected.

According to Law Number 17 of 2003 Article 1 point 8
concerning State Finances, it is stated that the
Regional Revenue and Expenditure Budget,
hereinafter referred to as APBD, is the regional
government's annual financial plan approved by the
Regional People's Representative Council.

Local Government Financial Performance

Permendagri No. 13 of 2006 states that performance
is the output/result of activities/programs that will be
or have been achieved in connection with the use of
the budget with measurable quantity and quality.

According to Halim (2013: 231), financial
performance analysis is an attempt to identify
financial characteristics based on available financial
reports. One of the tools used to assess the
performance of local governments in managing
regional finances as outlined in the APBD is financial
ratio analysis.

Performance

Purpose of Financial

Measurement

According to Jumingan (2006:239) related to the
measurement of Financial Performance contains
several objectives:

1.Knowing the success of the company's financial
management, especially liquidity conditions, capital
adequacy and profitability achieved in the current
year and the previous year.

2.Knowing the company's ability to utilize all assets
owned in generating profits efficiently.

Benefits of Financial Performance Measure-
ment

Wayne C. Parker (1996:3) in Arta Sadjiarto
(2000:146) mentions five benefits of measuring Fi-
nancial Performance, namely:

1. Financial Performance Measurement improves the
quality of taking
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2.Financial Performance Measurement improves in-
ternal accountability.

3. Financial Performance Measurement improves pub-
lic accountability.

4. Financial Performance Measurement supports stra-
tegic planning and goal setting.

5.Financial Performance Measurement enables an
entity to determine resources effectively.

Understanding Budget

According to Mardiasmo (2002:61), the budget is a
process carried out by public sector organizations to
allocate their resources to unlimited needs (the pro-
cess of allocating resources to unlimited demands).

Mardiasmo (2002:62) states that the public budget
contains a plan of activity which is represented in the
form of a plan for obtaining income and spending in
one monetary unit.

Budget Function

Mardiasmo (2002:63) reveals that there are several
main functions of the existence of a public sector
budget, namely:

a)Budget as a planning tool (Planning Tool)
b)Budget as a control tool (Control Tool)

¢) Budget as a fiscal policy tool (Fiscal Tool)
d)Budget as a political tool (Political Tool)

e)Budget as a tool of coordination and communica-
tion (Coordination & Communication)
f)Budget as a performance tool
(Performeance Measurement Tool)

appraisal

g)Budget as a motivation tool (Motivation Tool)

Regional Shopping Concept

According to the Minister of Home Affairs Regulation
Number 13 of 2006 concerning Guidelines for Region-
al Financial Management, Regional Expenditures are
all expenditures from the regional general treasury
account that reduce the equity of funds. Regional
expenditure is a regional obligation in one fiscal year
and will not be repaid by the region. Regional gov-
ernments must allocate regional expenditures fairly
and equitably so that they can be relatively enjoyed
by all community groups without discrimination, espe-
cially in the provision of public services.
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Expenditure by function is expenditure used for the
purpose of alignment and integration of state/regional
financial management which refers to Regulation of
the Minister of Home Affairs Number 13 of 2006.
Classification  of  Expenditures  According to
Government Regulation Number 71 of 2010,
Expenditures are distinguished by type of
expenditure, based on function and based on
organization.

2.5 Framework for Thinking

1. Regional Expenditure Variance Analysis
Education Function and Health Function (Mahmudi,

2010) = Realization: Budget
performance if 90% < R < 100%

Poor performance if 100% < R < 90%

2. Analysis of Regional Expenditure Growth
Good performance = positive and keep improving
Poor performance = negative and declining

3. Regional Expenditure Harmony Analysis
*Based on the 1945 Constitution and Law no. 20 /

2003>
Education budget allocation = 20% of APBD
*Based on Law No. 36 / 2009>
Health budget allocation = 10% of APBD

4. Regional Expenditure Efficiency Analysis
Efficient if efficiency ratio < 100%

Inefficient if efficiency ratio > 100%

[RESEARCH METHODS

I Data analysis technique

TechniqueThe analysis used in this research is de-
scriptive quantitative analysis based on the Budget
Realization Report (LRA) to examine the concept of
the budget, especially the analysis of expenditures
based on function. Descriptive analysis is an activity
to compile, classify, interpret and conclude data so as
to provide an overview of the problems faced or stud-
ied. Financial analysis on the APBD is carried out by
comparing several periods so that it can be seen how
the trend is. The steps taken by the author are as
follows:

1.1dentify the required financial report data at the
Regional Finance Agency of East Nusa Tenggara
Province.

2.Calculating the data by using analysis of spending
variance, analysis of spending growth, compatibility
analysis of spending and spending efficiency ratios in
order to know the increase in efficiency from each
analysis, with the formula:

a.Regional Expenditure Variance Analysis

b.Regional Expenditure Growth Analysis

C. Regional Expenditure Harmony Analysis (Expendi-
ture Analysis by Function Against Total Expenditure)
d.Regional Expenditure Efficiency Analysis.
3.Interpret data that has been calculated using anal-
ysis to describe a problem that occurs in the object of
research.
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|RESEARCH RESULTS AND DISCUSSION

NTT Province Regional
Performance Analysis 2016-2018

Expenditure

1. Analysis of Expenditure Variance on Education and
Health Functions.

Expenditure variance analysis is an analysis of the
difference between the actual expenditure and the
budget. The local government's financial performance
is said to be good and efficient if there is a
discrepancy (actual expenditure is less than the
budgeted amount) but this needs to be studied more
deeply to ensure that the discrepancy is caused by
savings or because the program is not running, while
it is said to be not good if there is an excess
difference ( actual expenditure is more than the
budgeted amount).

a. Expenditure Variance Analysis of Education Func-
tion

From the Analysis of the Variance of Education
Expenditure of the NTT Provincial Government during
2016-2018, it can be seen that the realization of
spending did not exceed the budgeted expenditure.
This is indicated by the average realization of regional
budgets which only reached 79.71%. The highest
realization occurred in 2016 at 84.11%, while the
lowest realization occurred in 2017 at 78.45% and in
2018 at 80%. If the Regional Expenditure Variance
Analysis there is an excess (the actual expenditure
exceeds the budgeted amount) then it is said to have
a poor Expenditure Financial Performance, whereas if
there is a less difference (the actual expenditure is
less than the budgeted amount) then the Expenditure
Financial Performance is considered good (Mahmudi,
2010 ). So based on the Variance Analysis of
Education Function Expenditures, it is known that in
general the Financial Performance of Education
Expenditures in NTT Province can be said to be good
because there is a less difference. This is indicated by
the absence of spending that exceeds the budget and
the average realization of the budget from 2016-2018
is only 80.85% < 90%. This result contradicts the
opinion expressed by (Mahmudi, 2010) that local
governments are said to have good Expenditure
Financial Performance if the expenditure realization
does not exceed the target, but budget absorption
that is too low below 90% is also considered
unfavorable. Based on the analysis of variance, the
difference in the lack of realization of education
spending indicates a less than optimal performance
where there may be programs that are not realized.
This is indicated by the absence of spending that
exceeds the budget and the average realization of the
budget from 2016-2018 is only 80.85% < 90%. This
result contradicts the opinion expressed by (Mahmudi,
2010) that local governments are said to have good
Expenditure Financial Performance if the expenditure
realization does not exceed the target, but budget
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absorption that is too low below 90% is also
considered unfavorable. Based on the analysis of
variance, the difference in the lack of realization of
education spending indicates a less than optimal
performance where there may be programs that are
not realized. This is indicated by the absence of
spending that exceeds the budget and the average
realization of the budget from 2016-2018 is only
80.85% < 90%. This result contradicts the opinion
expressed by (Mahmudi, 2010) that local
governments are said to have good Expenditure
Financial Performance if the expenditure realization
does not exceed the target, but budget absorption
that is too low below 90% is also considered
unfavorable. Based on the analysis of variance, the
difference in the lack of realization of education
spending indicates a less than optimal performance
where there may be programs that are not realized.
This result contradicts the opinion expressed by
(Mahmudi, 2010) that local governments are said to
have good Expenditure Financial Performance if the
expenditure realization does not exceed the target,
but budget absorption that is too low below 90% is
also considered unfavorable. Based on the analysis of
variance, the difference in the lack of realization of
education spending indicates a less than optimal
performance where there may be programs that are
not realized. This result contradicts the opinion
expressed by (Mahmudi, 2010) that local
governments are said to have good Expenditure
Financial Performance if the expenditure realization
does not exceed the target, but budget absorption
that is too low below 90% is also considered
unfavorable. Based on the analysis of variance, the
difference in the lack of realization of education
spending indicates a less than optimal performance
where there may be programs that are not realized.

b. Expenditure Variance Analysis of Health Function

Analysis of the Variance of Health Function
Expenditures during 2016—-2018 shows that none of
the expenditure realizations exceeds the budget. This
is indicated by the average percentage of health
expenditure budget realization which only reached
68.67%. The highest realization occurred in 2016 at
80.05%, while the lowest realization occurred in 2017
at 51.63% and 79% in 2018.

Based on the analysis of variance with an average
percentage of budget realization of 70.23% < 90%
for 3 years, it indicates that the performance of the
Table 1.

Human Development Index (HDI)

NTT Province 2016-2018

Bank and Policy

NTT Provincial Government has not been maximized.
Budget absorption is one of the benchmarks in as-
sessing government performance. This shows that
spending in the health sector has not been properly
realized to support the implementation of improving
the quality of health.

2. Regional Expenditure Growth Analysis

Growth analysis measures how much the local gov-
ernment's ability to maintain and increase success
from period to period. This analysis is positive or neg-
ative, in the sense that it has been efficient or has not
been absorbed in the use of the existing budget at
the agency to finance all its activities.

a. Analysis of Education Function Expenditure Growth
in 2016-2018

Mahmudi, 2010

0% - 25% = low category growth

26% - 49% = medium category growth
50% - 100% = high category growth

Based on calculations, spending on education
functions in 2016 grew by 7.52%, which shows the
growth of spending in the low category. In 2017 there
was a growth of 48.32% which shows the growth of
spending in the moderate category. This is due to the
transfer of authority for Senior High Schools (SMA),
Vocational High Schools (SMK) and Special Schools
(SLB) in all Regencies/Cities in NTT Province under
the auspices of the Provincial Education Office. In
2018 expenditure on education functions experienced
positive growth in the medium category, namely
34.47%. Overall, the average growth in expenditure
on the education function of East Nusa Tenggara
Province in 2016-2018 was 30.10%, positive growth
in the medium category.

One indicator of the success of regional spending
growth can be seen from the increase in the Human
Development Index (IPM) (Yasinta, et al, 2018).
However, the results of the analysis compared with
the data in table 1 show the inequality between the
ratio of growth in education spending which is only in
the low and medium categories and the HDI of the
Province of NTT which continues to increase.
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Source: BPS NTT Province, 2020

The data above shows that the growth trend of local government education spending, although only reaching
the moderate category, has quite a good impact in the region, as can be seen from the HDI of NTT Province
from 2016-2018 which continues to increase.

b. Analysis of Health Function Expenditure Growth in 2016-2018

Health function expenditure in 2016 experienced a negative growth in the low category of (12.21%). In 2017
experienced a positive growth in the low category of 18.50%. The year 2018 experienced positive growth in the
high category, namely 55.93%. Although the percentage growth in health spending continued to increase from
2016-2018, the average growth in health function spending for the three years was positive in the low category
of 20.74%. The impact of spending on health functions to the community can be seen from the data in the

following bar chart. The data shows how health complaints occurred in NTT Province in 2016-2018.
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Figure 2.

m 2016
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m 2018

Urban+Rural

Percentage of NTT Population Who Experienced Health Complaints During the Last Month by

Region of Residence 2016-2018

Source: Susenas-BPS, 2020

The data above shows thatThe last percentage of
NTT residents who have health complaints is 37.21%
of the total NTT population or it can be said that
three to four out of ten NTT residents experience
health complaints. This percentage increased by 5.9%
compared to 2016. There is a trend of increasing
health complaints of the NTT population in the last
three years. Thus, based on the data in figure two (2)
and the analysis results show the performance/role of
the NTT Provincial Government in health development
efforts still needs to be optimized so that it has a
good impact on public health services.

I Regional Expenditure Harmony Analysis.

Expenditure Analysis of Education and Health Func-
tions on Total Expenditures.This information is to
assess whether the local government has
implemented the statutory provisions in allocating the
budget.

a. Based on the calculation results show that the 2016
health function budget allocation is 8.57%. In 2017, it
was 8.23%. In 2018 it was 13.32%. When viewed
from the provisionslaw no. 36 of 2009 the budget
allocation for health functions should be 10% of the
APBD, but this study proves that the NTT Provincial
Government in 2016 and 2017 has not been optimal
in allocating the expenditure budget in accordance
with the provisions of the law, while in 2018 the
budget allocation is in accordance with the regula-
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tions. the law is 13.32%. Overall, the budget alloca-
tion for health function expenditures from 2016-2018
shows an increase in accordance with statutory regu-
lations.

b. Feducation functionbudget allocation for 2016
was 3.78%. In 2017 it was 18.8%. The year 2018 is
23.48. When viewed from the provisionsAccording to
the law, the education budget allocation should be
20% of the APBD, in accordance with the mandate of
the 1945 Constitution Article 31 paragraph (4) and
Law no. 20 of 2003 concerning the National Education
System article 49 paragraph (1). This study proves
that the Regional Government of East Nusa Tenggara
Province in allocating the 2016 and 2017 budgets has
not been optimal and in accordance with statutory
provisions, while in 2018 the budget allocations have
been in accordance with statutory regulations, namely
23.48%. Overall, the budget allocation for expendi-
ture on education functions from 2016-2018 shows an
increase in accordance with statutory regulations.

3.Expenditure Efficiency Analysis of education

function and health function.

The performance of the regional government is
assessed from the Regional Expenditure Efficiency
Analysis, it is said to have carried out budget
efficiency if the efficiency ratio is less than 100%.
Conversely, if more than 100% indicates a budget
wastage (Mahmudi, 2010: 152). Based on the
calculation of the Efficiency Analysis above, the
education function expenditure in 2016 was 84.11%.
In 2017 it was 78.01%, and in 2018 it was 80.45%.
These results are in line with the opinion of Mahmudi
(2010: 152) if the figure generated from the ratio is
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less than 100% then it is considered to have carried
out budget efficiency.

Calculation of the Efficiency Analysis of health func-
tion spending in 2016 is 80.05%. In 2017 it was
51.64%, and in 2018 it was 79.36%. These results
are in line with the opinion of Mahmudi (2010: 152) if
the figure generated from the ratio is less than 100%
then it is considered to have carried out budget effi-
ciency.

Thus, the NTT Provincial Government has made
efficient budgeting for the education and health
functions.

I Conclusion

The results of the four analytical tools show that the
Regional Government of the Province of NTT in the
absorption of the regional budget for the function of
education and health has been quite efficient and
economical but not yet effective so that the perfor-
mance of the Regional Government of the Province of
NTT is not in accordance with the concept of value for
money.

J Limitations and Suggestions

This research is limited to a quantitative approach,
thus opening up opportunities for further researchers
to use a qualitative approach to further examine the
causes of the non-optimal budget absorption so that
it becomes an input for improving the performance of
the NTT Provincial Government in the future. In addi-
tion, further researchers can also examine the gap
between the ratio of growth in the low category of
expenditure and the HDI which continues to increase.
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