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Abstract 

Fiscal decentralization has been implemented since 2001 with the aim of providing 

greater capacity to the community for the services that the government provides to the 

community. This research aims to analyze the impact of education spending, GDP per 

capita, student to teacher ratio, number of schools on the average student test scores on 

the islands of Java and Bali in 2010-2019. This research uses panel data sourced from 

BPS, ministry of education and culture.  The method used is the random effect model. 

From the test results, spending in the education sector has a significant effect on the 

average student test scores, the ratio of students per teacher, GDP per capita and the 

number of schools do not have a significant effect on the average test score. Overall, 

modelling with REM produces an 𝑅2 value of 9.3 percent. The results of this research 

show that increasing average students test scores can be done by increasing spending on 

education. 
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1. INTRODUCTION 

Fiscal decentralization is a central government policy package which aims to increase 

the capacity of its services to be able to meet the needs of society at even the smallest 

level from the provincial to village level. The Indonesian government, which was 

originally centralized, changed its system to a decentralized system because in principle 

it is the regional government that better understands the conditions of the people in the 

regions and the aspirations of the people will be quickly handled if the bureaucratic 

process is cut down to the regional level, so that the process of absorbing aspirations and 

providing public services can take place quickly. (Huda and Sasana 2013). 

In Law Number 23 of 2014 concerning Regional Government, it is stated that 

education is one of the affairs whose authority is shared between the central government 

and regional governments. The central government has the authority to manage higher 

education, the provincial government has the authority to manage special and secondary 

education, while the district/regional government has the authority to manage early 

childhood, basic and non-formal education. The implementation of decentralization is 

followed by the transfer of authority related to finance to regions, which is called fiscal 

decentralization, namely the authority to carry out regional spending and authority related 

to regional financing. 
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Education is believed to be the key to the progress of a nation, including Indonesia. 

This is reflected in the Preamble to the Constitution (UUD) of the Republic of Indonesia 

in 1945 that one of the goals of the Indonesian State is to make the nation's life more 

intelligent. Furthermore, the 1945 Constitution article 31 paragraphs 1 and 2 states that 

the Government is obliged to promote education by seeking and implementing national 

education system units that increase faith and piety as well as noble morals for all 

Indonesian people. Based on these statutory regulations, it is clear that the Government's 

role is needed in ensuring the fulfillment of educational services, both access and quality 

of education at all levels for all Indonesian people. 

Indicators that can be used to see the success of the Education Development Program, 

namely the availability of educational services, affordability of educational services, 

improving the quality of education, realizing equality for education, and especially the 

final mission is to ensure certainty of getting educational services or equality in 

educational services at the national level, provinces and districts/cities, have not been 

fulfilled to date (Kemendikbud 2010). 

The government has successfully implemented the 9 year Compulsory Education 

(Wajar) program. However, the Government is still unable to anticipate the surge in junior 

high school graduates as a positive impact on the success of the 9 year Fair program. Until 

now, every year there are always children who graduate from junior high school who are 

unable to continue to upper secondary education or equivalent. Nationally, secondary 

schools can only accommodate 76.45 percent of junior high school graduates. Or in other 

words, of the 13 million children aged 16 – 18 years in Indonesia, more than 3 million 

children face the world of work with only a junior high school education with minimal 

expertise and skills or, worse still, become unemployed at a young age. 

The existence of Vocational High Schools (SMK) can be one solution to overcome 

unemployment among young people who lack skills. This is because vocational schools 

are schools that prepare skilled graduates who are ready to work or capable of 

entrepreneurship. Not to mention the industry's need for middle-level workers increases 

along with the country's economic growth. It is not surprising that currently the 

Government is promoting vocational programs, especially vocational secondary 

education. 

The budget allocation is expected to meet needs related to improving the quality of 

education. The education budget allocation is more specifically outlined in article 49 of 

Law Number 20 of 2003 article 1, namely that education funds other than teacher salaries 

and official education costs are allocated a minimum of 20% of the State Revenue and 

Expenditure Budget (APBN) in the education sector and a minimum of 20% of the 

Revenue and Expenditure Budget. Regional Expenditures (APBD). 

 

2. LITERATURE REVIEW 

According to the theory of fiscal decentralization, by implementing fiscal 

decentralization, the authority of regional governments in carrying out allocation, 

distribution and delegating authority given by the center to the regions is based on law 
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number 22 of 1999 concerning regional government.stabilization functions will be 

greater, because the process of  

(Margaretha and Simanjuntak, 2020) proves that the fiscal decentralization 

hypothesis influences the quality of education through government expenditure variables 

in the field of education at the high school level. (Luziziki, 2014) shows that the level of 

education has a significant effect on GDP per capita. (Yuwono, 2019) exam results on the 

island of Java are higher than other regions, followed by Kalimantan, Bali, Nusa 

Tenggara, Sumatra and lastly Sulawesi and Eastern Indonesia. Achievement of test scores 

has been proven to be closely related and significantly influenced by the ratio of the 

number of educational units to the number of students in an area, this means that the 

greater the ratio, the higher the score.  

 

3. RESEARCH METHODOLOGY 

The place or scope of this research was carried out on the islands of Java and Bali. 

The data used is panel secondary data obtained from the Central Statistics Agency (BPS). 

The targets in this research are education spending, GRDP, student per teacher ratio, 

number of schools and average test scores. The dependent variable of this research is the 

average exam score of high school/vocational school students. Meanwhile, the 

independent variable in this research is fiscal decentralization as seen from education 

spending, GDP per capita, student per teacher ratio and number of schools In this 

research, the analytical technique used is panel data regression analysis technique. Panel 

data is a combination of time series data and cross section data. This research uses the 

Eviews program as a tool for analyzing data. The basic equation for panel data regression 

in general is as follows: 

Yit=α+β1X1it+β2X2itβ3X3itβ4X4it+εit 

 

Y :average student test scores 

Α :constant 

β1, β2, β3, β4  : Independent variable coefficient 

X1 : portion of education spending on total spending 

X2 : GDP per capita 

X3 :teacher to student ratio 

X4 :number of schools 

ε :error coefficient 

i :number of islands of Java and Bali 

t : period of timestudy 

 

4. RESULT AND DISCUSSION 

Test Chow 

Based on the Chow Test Results, it can be seen that the value of Prob. Cross-section 

Chi-square is 0.0117, then the value of Prob. Cross-section Chi-square < 0.05. So in the 

Chow test the model used is the fixed effect model. 
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Hausman Test Results 

Based on the results of the Hausman test, it shows that the value of prob. Random 

cross-section > 0.05, so that a decision can be made to choose a random effects model. 

After carrying out the Hausman test, it was found that the most appropriate model to use 

in this research was the REM model (random effects model). 

Classic assumption test 

Normality test 

Based on the normality test results, the Jarque-Bera probability value is 0.123619, 

this value is greater than alpha 0.05 (0.123619 > 0.05). So it can be concluded that the 

data in this study is normally distributed or passes the normality test. 

Multicollinearity Test 

Based on the results of the multicollinearity test, it shows that the correlation value 

between independent variables has a correlation value of less than 80% (Correlation 

<0.80). From these results it can be concluded that there is no close relationship between 

the independent variables, so that there are no symptoms of multicollinearity. 

Heteroscedasticity Test 

Based on the results of the heteroscedasticity test, it was found that the probability 

value of the independent variable was > 0.05. So it can be concluded that the data used in 

this research is free from heteroscedasticity. 

Autocorrelation test 

Based on valueDurbin-WatsonIn the results of the autocorrelation test, it is known 

that the valueDurbin-Watsonamounting to 1.423825. This value is between 1 and 3, so 

the data in this study does not have autocorrelation. 

Hypothesis testing 

Coefficient of Determination Test (R2) 

Based on test resultsR2 can be seen that the R-Square value is 0.093. This means that 

the ability of the education expenditure variables, GDP per capita, student per teacher 

ratio and number of schools to explain the average student test score variable is 9.3%. 

Meanwhile, the remaining 90.7% is explained by variables outside the model. The 

average exam score for high school/vocational school students on the islands of Java and 

Bali is influenced by education spending, GRDP per capita, student per teacher ratio and 

number of schools. Meanwhile, the remaining 90.7% was influenced by other factors not 

included in this research. 

F test 

Based on the results of the F test, it shows that the f statistical probability value is 

0.164093, meaning it is greater than 0.05. This shows that education spending, GRDP per 

capita, student per teacher ratio and number of schools together do not have a significant 

effect on the average student test score variable. 
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Partial Test (t Test) 

In this research, the t table value used is 1.669. where α=0.05 with a degree of 

freedom (df) value of 65 which is obtained from df=nk=70-5=65. From the results 

obtained, spending in the education sector has a significant effect, while GRDP per capita, 

the ratio of students per teacher, and the number of schools do not have a significant effect 

on the average test score. 

Discussion 

a. Education Expenditures on average student test scores 

The results show that the education spending coefficient value is 0.014931. The t test 

probability value is 0.0288 <0.05, so it is significant. From the coefficient and probability 

results, it can be interpreted that education spending has a positive and significant effect 

on the average student test scores. The use of the portion of education expenditure in total 

expenditure has a positive and significant influence on the average student test scores. 

b. GDP Per Capita to average student test scores 

GRDP Per Capita does not have a significant effect on the average student exam 

score. However, education is a basic and planned effort to create a learning atmosphere 

and learning process so that students actively develop their potential and the continuity 

of children's education cannot be separated from parental support, one of which is 

financial support. 

GRDP Per Capita does not have a significant effect because the crime rate is 

increasing and there is the issue of bomb threats in Bali, which makes people worried and 

disrupts their work so that people's income decreases. The government is expected to 

improve security. 

c. The ratio of students per teacher to the average student test score 

In this study, no significant relationship was found between the ratio of students per 

teacher and the average student test scores. However, as more and more students want to 

receive education, the burden on teachers increases. And increasing the number of 

teachers can reduce the burden on teachers and can maximize learning so that students 

can learn more effectively. 

Low teacher competency, unequal distribution and many teachers who are about to 

retire are the causes of the reduction in teaching staff. The government needs a new 

transformation related to education, but also to open up ways for teachers, so that they 

can answer the Sustainable Development Goals (SDGs) targets. 

d. Number of schools on average student test scores 

The variable number of schools does not have a significant effect on the average test 

score. In this study, no significant relationship was found between the number of schools 

and the average test score. However, the number of schools could be related because 

increasing the number of schools can provide students with choices for their 

specialization so that they can maximize their abilities. 

Inadequate facilities and infrastructure make students less enthusiastic about 

learning, so the government must level educational facilities and infrastructure. 
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5. CONCLUSION 

Based on the results and discussions carried out in this research, it was found that 

spending in the education sector had a positive and significant effect on the average test 

score. Education spending is absolutely necessary for educational development and can 

influence human productivity or improve the quality of education. 

GRDP Per Capitadoes not have a significant effect on the average student test 

score.because the crime rate is increasing and there are rumors of bomb threats in Bali, 

which is causing people to worry and disrupting their work so that people's income is 

decreasing. The government is expected to improve security. 

The ratio of students per teacher does not have a significant effect on the average 

student test score.Low teacher competency, uneven distribution and many teachers who 

are about to retire are the causes of the reduction in teaching staff. The government needs 

a new transformation related to education, but also to open up ways for teachers, so that 

they can answer the Sustainable Development Goals (SDGs) targets. 

Number of schoolsdoes not have a significant effect on the average test score. 

Inadequate facilities and infrastructure make students less enthusiastic about learning, so 

the government must level educational facilities and infrastructure.  
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