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Abstract

As the impact of the enactment of Regional Autonpthg regional government administration has aithtw
determine priority of development either for thinpipal regency or for the new-established onegugh the
government expenses, particularly allocation th@tahexpenses available at the APBD (Regional Regeand
Expenditure Budget). Capital expenditure allocafiedinfrastructure development is expected to bk @b
stimulate the economic growth and manpower absorpt regencies / cities in Central Kalimantan Rros.
During the period from 2003 till 2010, the governmeapital expenditures of the regencies/citieCantral
Kalimantan Province certainly tend to increase, éxav they have not yet been optimum to overcoméoésic
problems, among others the relatively low econogrmwth, low job opportunities and low index of huma
development.

This research is intended to test and analyze dlergment expenses projected to the capital experdion
economic growth, and manpower absorption at regefaties in Central Kalimantan Province, Indonesia
Population of this research are the whole regerameésone city. This research applies the secoruzoied data
from the combined time-series data (8 years) aoslscsection data (14 regencies/cities) and thelbfaobjects

of research are obtained from the Central Boar&tafistics of Central Kalimantan Province and regs/
cities. Data are analyzed by using the Path Analygplying the package of SPSS Program using \fe2fo

The finding in this study is that the influence gifvernment expenses or capital expenditure to theanic
growth is significant. Then, the influence of gaweent expenses or capital expenditures to the nvespo
absorption is not significant. Based on the findinghis study, it can be concluded that the ecdnagnowth
constitutes an important variable very much nedddae taken into our attention in formulating ttadigies in
the effort to improve the people welfare in regendicities in Central Kalimantan Province.

Keywords: Government Expenses, Economic Growth, Manpowepition.

1.Introduction

A research on Regional Development conducted byld®ank, 2003, states that in stimulating the groot
Regencies / Cities, an emphasis needed to be givire effort in improving the public services, Buas: First,
good governance will motivate high quality finamlcmanage-ment and provision of services. Secdral, t
inventors interested in such progress will stirteiitlne local economic growth, so that it can improive life
quality for all people including the poor. Thirdhet local economic development will strengthen thgianal
finance and will help eliminate poverty throughaddishment of work field. Fourth, the stronger fisposition
will improve the services to community and will neathe development cycle continuously move forward.

In line with such a condition, R.A. Musgrave an8 PMusgrave (1989: 6-13) state that in the schefmarming
the government administration, community servieesl development, then the state government adnaitigst
in principle takes the three main functions, namdlynction of allocation, function of distributipand function
of stability. The allocation function among othevers the economic resources in the forms of g@oub
community services. The distribution function amarigers covers: community earning and wealth a$ agel
the even spread of development. The stability fonctdefense, security, economy and monetary.

Regional development as an integral part of natidegelopment is carried out based on principleautbnomy
and arrangement of resources providing opportunfe improvement of the regional performance tprove
the people welfare. Implementation of regional gaweent administration as a sub-system of the state
government administration is intended to improve ttommunity service system. Due to its status as an
autonomous region, the region has authority angoresbility to run for the people interests. Imstfiating the
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progress of economic growth, we need to have ¢baamic policy or the role of government in regugtthe
economy as the effort to maintain stability in ey, covering the macro policy, sectoral / regigmaicy and
the micro policy (Tambunan, 1996: 233-234).

Functions of allocation and distribution in geneaaé more effectively carried out by regional goweent
administration, because the region knows more ait®ueeds and standard of its community servieagher,

on its implementation, an attention needs to bergito the different condition and situation avd#aht the
respective regions. Distribution at the functionatibcation, function of distribution and functiar stability is
very important as the foundation in determininglthses of financial consideration between the natiand the
regional government administration explicitly anstithctively. On its general explanation of the Lhlw. 33 the
year 2004 on the Financial Balance between NatiGoakernment and Regional Government, it is stdtatithe
implementation of regional government function wile optimally carried out if the implementation of
government affairs is followed by the provisionsolurces of sufficient revenue to the region, bgrring to the
Law on Financial Balance between the National Gowvemt and Regional Government, in which its amasint
adjusted and synchronized to the distributionuharity between the National Government and thgiéhal
Government. All financial resources attached tohegovernment affairs handed to the region becorhes t
regional financial resources. The financial balarmtween the national government and the regional
government in Law No. 33 the year 2004 also expldiat in order to support the implementation dfigral
autonomy through the provision of funding resourdmsed on authority of the National Government,
Decentralization, De-concentration, and the Asgistask, the financial balance between National€soment
and Regional Government needs to be regulatdueifiorm of the financial system regulated underithsis of
clear or distinctive distribution of authoritieasks, and responsibilities among the governmeunttsires.

The financial balance between the National Goventna@d Regional Government is a financial distiout
system which is just, proportional, democratic,ng@arent, and efficient in the scheme of funding th
implementation of Decentralization, by considerthg regional potential, condition, and needs, a agthe
amount of fund to implement the De-concentratiod #e Assisting Tasks. Decentralization is a havelr-of
government authority by the National Governmentato autonomous region to regulate and manage the
government affairs under a system of Unity Statéhaf Republic of Indonesia. De-concentration iglkegation
of authority from the National Government to a oggand/or to a village or to another nomenclatuith the
obligations to report and to take accountabilitytefimplementation to the assigner. On applicatbpolicy as
specified by Law No. 23 /2004, the region has gdarauthority in managing the regional finance. ISac
condition opens the opportunity for the regionavgymment to show its ability in managing its financ
Realization of government expenses of Central Kafitan Province will continuously undergo the inseeto
finance the development, particularly the developinie public sectors covering the infrastructure &acilities

in the scheme of supporting the economic activitiegeneral.

2. Literature Study
2.1.Theory of Government Expenses

Model of government expense is developed by RostadvMusgrave (1999) who connected the developnfent o
government expenses at the stages of economicageneht as follows:

At the initial stage of economic development, tleecpntage of government investment to a total invest is
big, because at this early stage the governmentohpsepare the infrastructures, such as for etugahealth,
transportation and the like. At the middle staganaly on economic growth, the government investreestill
required in order to improve the economic growthlet it can start to take off. At this stage, huare the role
of private investment is getting bigger. At the netage of economic development, the governmeiniges
changes from providing the infrastructure to th@emses for social investment, such as the old-agjtane
program, community health service program andiktee |

Based on the development stages connected to thegrgoent expenses for investment, it appears thtitea
initial stage of economic development, the expgreseentage of government investment for the totastment
is big, because at this stage the government hasowide the infrastructures, such as for educatiwalth,
transportation and the like. The same opinion & aliven by Due (1984) stating that the governnoamt
influence the actual level of Gross Domestic ProdB®B) by changing the stocks of various factdste do be
used in production through the government expernsgrams, such as education.

At the middle stage of economic development, theegament expenses in the form of investment atke sti
needed to increase the economic growth in ordbetable to take-off. At this stage, however, tHe of private
investment has already been getting bigger. The ablgovernment at the middle stage remains bigetore

173



European Journal of Business and Management www.iiste.org
ISSN 2222-1905 (Paper) ISSN 2222-2839 (Online) may
Vol.6, No.8, 2014 IIS E

the getting bigger role of private sectors causkes af market failures, and it also causes theegoment has to
provide the goods and public services at biggemtiyaand at better quality. In addition, at thimge the
economic development causes more complicatedapfdtip among sectors. For example, the economigtgro
caused by the development in industrial sector géllise the higher level of air and water pollutiang the
government has to be involved in regulating anduced the negative impacts of the said pollution to
community. The government must also protect lalwdre are in weak position in order to be able toriove
their welfare. Musgrave is in the opinion that ipracess of private investment development, itegrgage to
Gross National Product (GNP) is getting bigger wlhsrthe percentage of government investment to GNP
be getting lower at the further level of economévelopment.

Adolf Wagner (1987) exposed a law the so-calledwlaf Ever Increasing State Activity” ( the law omee
increasing activities of the government). Wagnetlated a theory on development of government exggens
which was getting bigger in its percentage to tiéPGhased on his observation to some countries nodey
USA, and Japan in the #&entury. According to Wagner if the developmentgofrernment expenses are
relatively the same as the theory of Musgrave, tihenLaw of Wagner is as follows: “In an econonfythie
income per capita increases, relatively the goventrexpenses will increase as well.” Meanwhiledheses of
increase of government expenses are as followsWay. Once the expenses are issued for the regeireai
war, it will be very difficult to reduce it althobgthe war has ended. The expenses have still todae for the
soldiers who have already been appointed as thleseiwants, in which they are formerly unemployeal not
becoming the responsibility of the government. @opuently, either the expenses or the state revemngeto
remain increasing. 2) Increase of Income lav€ommunity. Due to the increase at the levéhobme, the
need for consumption of the goods or services wiltease as well. The increasing demands for gaods
services cannot all be fulfilled by private sestdor example the education, public health, maiatee of the
road and bridge infrastructures. 3) Urbatian occurring together with Economic Development.
Urbanization or the moving of people from the \gis to cities needs to be served by the governiment
providing fields of work, the needs for electrigigrinking water, housing, security and health. dhization
usually occurs together with the industrializatéord economic development. 4) Development of Deawycr

Development of democracy requires a very high qasticularly to hold the deliberations, voting, etiags and
the like. All of these activities are held by gaverent, because only the government has the atilitgaintain

the interests of all parties or individuals in coomity. 5) Frequently, the more developed role ofegament
even causes the more inefficiency, lavishness amealbicracy so that the government expense is extbng
bigger. 6) For the developing country, the rolegovernment in economic development is getting more
prominent, because the government acts as a modopianeer in economic development. Governmenctiire
development through the development plans, suctiRR3M (Medium Term Development Plan). 7) The
establishment of community welfare programs, siec®gphanage Care, Senile Care Program, and the like

2.2.  Role of Regional Government in Development Expenses

Adam Smith (1776) stated that the individual fremdat the economic competition would be able to gkite
individuals to obtain the best, because it is pebyithe invisible hand. This gives a birth to ginon that the
role of government in economy will become an oldstaSuch an opinion is based on the assumptions as
follows: the productive resources are owned byate, all transactions occur at the perfect cortipetmarkets,
all information is perfectly available and the resmes have the moving nature. If the condition imgesuch
assumption cannot be fulfilled, a market failurdl wccur and identified by the market imbalance v&mment
interference is still required to regulate the emay, or the government has the functions and raesmng
others: Function of allocation, function of distriton and function of stabilization (Mangkoesoebrd010:2).
From the view point of its role, the economic aityicannot be separated from the two main actisjteamely:
Activity deriving from private sector and that fnothe government sector, each of which has the irole
development of regional economy.

R.A. Musgrave and P.B. Musgrave (1994:81) in Pravstated that the decentralization policy has three
functions, namely: Function of allocation, functiof distribution, and function of stabilizationufction of
allocation is a process in which the national resesi are used for private goods and public gooddianit the
market failure. Function of distribution is in tlseheme of re-distribution of revenues; while thacfion of
stabilization is an instrument of the governmentcroapolicy. Allocation of budget oriented to thebfia
interests will be illustrated at the bigger prammr of budget allocation at the service costedblbe enjoyed
and felt by community rather than the service idés indirectly enjoyed by the community.
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2.3. Theory of Economic Growth

Economic growth is a process of output per capitaciase in a long term (Boediono, 1988:1). Theeetlaree
aspects of emphasis in this definition, namelyghecess, output per capita, and long term. The dspect, the
economic growth is a “process”, it is not an ilhasibn of economy in a certain time. Here, we sely@amic
aspect of an economy, namely seeing how an ecordawglops or changes from time to time. The second
aspect, the economic growth related to the increéSeutput per capita”. It is quite obvious hehat there are
two sides need to be put into our attention, nartieyoutput side (Gross Domestic Product) and ithe &f the
total population. Output per capita is a total atitpivided by the total population. The third adpebe
economic growth is a long term perspective. Tleeiase of output per capita is not an economic troin
economy grows if it occurs within a sufficientlynig period of time (10, 20 or 50 years or more). S;haulong
term perspective occurs if there is a tendencyp{dyter capita to increase) deriving from the iméiprocess of
economy, meaning that the process of growth itseltes a power or a “momentum” for the establigtiroé
further growth in the next periods.

Kuznets also in Todaro (1994) explains that theneotc growth is the increase of capacity in a ltegn of a

pertinent country to provide various kinds of eamimo goods for its population. The capacity increése
determined by the progress or adjustment of tedyyplinstitution, and ideology to the demand of éxésting

condition.

Kuznets in Pressman (2000:77) also explains tleaétionomic growth is also related to a combinatioeffects
of high productivity and a big amount of populatidie growth of productivity has an important rddecause
productivity growth will produce improvement atthving standard. The changes and innovationdhnelogy
are the means to increase the productivity groefdited to re-distribution of manpower from the Ipesductive
sector (agriculture) to the more productive se@twanufacturing industry).

According to Todaro (1994), there are three mattois at the economic growth of a country, namedy):
Capital Accumulation. It covers the whole new inwesnts on land, physical instrument, and humanuress.
Capital accumulation occurs if a part of incomsased and invested with the purpose to enlargeubgut and
the future income. New factory, machine, equipmant material increase the “Capital Stock” physycaf a
country in order to achieve the increase in outfuich productive investment has to be equipped thi¢h
investment in infrastructure (social and econonsg)ch as: investment in road, electricity, watenitséion,
communication, education, health and the like, ideo to support the integrated economic activitied).
Population growth and the Work force. The growtipopulation and that of manpower are traditiondégmed
as positive factor in stimulating the economic gitevBigger amount of manpower means increasingntimsber
of productive manpower, whereas bigger increas¢heftotal population will increase the area of dstice
market. ¢). Progress of technology.

Spencer (1975: 285-286) explains that the econgnaiaith is indicated in two ways, namely: Increas&ross
Domestic Product from year to year and Increastnéome per Capita. Economic growth is an incredse o
community income in a certain country from yeayéar due to the increase of economic ability tadpoe the
goods and services by full manpower and constace pEconomic growth is determined by quantity godlity

of resources and development of technology. Son@oa@ growth is the increase of output measuredhiey
input unit. Considering the fact that economic\atstibasically is a process in using the produttiactors to
produce the output, then the process will produfieva of service re-payment to the production fastowned

by community.

2.4. Manpower

Manpower is classified into two categories, namiapor Force’ and ‘Non Labor Force’. The labor feris the
manpower or population of the working age, or thake have a job but for the time being are not waykand
those who are looking for a job. Whereas the ‘radoot force’ is the manpower or the populatiorhatworking
age who are not working, have no job and not insthée of looking for a job (Dumairy, 1996:135)urther, the
labor force is also classified into two groups, eénithe workers’ and ‘the unemployed’. The workarg the
people who have the job, consisting of people ve#dly have the job and are working, and the peopie have
the job but for the time being accidentally are wotking. Whereas the ‘unemployed’ are the peoge wave
no job, precisely the people who are not working still looking for a job (Bellante and Jackson9024).

The concept of ‘manpower’ is not identical with terk force’ or ‘labor force’. Manpower, accordirig Tan
Goan Tiang in Mantra (2003:224), is the amount gfation able to be involved at the economic psece
Manpower can mean population at the working age6d years) or the whole total population in a darta
country able to produce the goods and servicd®eifetis any demand for manpower, and if they alingito
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participate in the said activities. Whereas theceph of ‘Labor Force’ or ‘Work Force’ is the reaanp of
manpower involved, or try to be involved at thedarctive activity, namely to produce the goods agivises
(Kusumosuwidho, 2000:194). According to Mantra (2@@25), the term ‘Labor Force’ in Indonesia are
population at the age of 15 years and above wheehgtperform the economic activities. The Laborc®
consist of the working people, those who haverapaent job but temporarily are not working, andséhwho
have no job and are looking for a job. The tothblaforce who are working are usually considerethastotal
job opportunities available in a certain region.

3.Research M ethod

Population used in this study cover the whole HX#téten) regencies / and 1 (one) city availableCentral
Kalimantan Province, namely the Regencies of Sukaaamandau, West Kotawaringin, Seruyan, Katingan
East Kotawaringin, Gunung Mas, Pulang Pisau, MurRaga, Kapuas, North Barito, South Barito, EastitBar
and the City of Palangkaraya.

This study applies the secondary data already Ipedatished by BPS (Central Bureau of Statistics)niBa
Indonesia, Bappeda (Board of Regional Developmert Rlanning), Disnaker (Autonomous Agency for
Manpower Affairs of the Regency / City and alsdted Central Kalimantan Province during the timeesefor 8
(eight) years from 2003 to 2010 for data of GoveentrExpenses / Capital Expenditure, and from tlee 2804

to 2011 for the data of Economic Growth, Manpowbsérption, and Community Welfare / IPM. Based an th
pooled data obtained from the time series combdzd (for 8 years) and cross section (14 regenaitg), the
total 112 objects of research are obtained.

Data are processed by applying the software of SB&8istical Package for Social Sciences) of \Gers10,
using the Path Analysis, namely the parameter ggugr calculation on path coefficient. Output oftisu
calculation constitutes the path coefficient. Tdtisdy applies the Ordinary Least Square (OLS) Mathamely
the smallest square method. In this calculationdirect influence of path coefficient will be obteth
Examination on model significance and hypothetieating are then carried out. Coefficient significa testing
on each path for the direct influence is perforraigilarly as that for the regression, using theaptg from the
t-test, namely the variable regression coeffictesting is standardized in partial. The path idiedt by ‘s’ sign
means that the influence is meaningful or signiftcén which the p-value is less than 0.05. It nsetrat H is
rejected and Klis accepted. If provided with ‘ns’ sign, it meahat the influence is not significant, in which the
p-value is bigger that 0.05, thereforgislaccepted and Hs rejected.

Output And Discussion

Calculation on path analysis in this research iéopmed based on the obtained secondary data,pteeressed
by using the help from a software of SPSS (StatistPackage for Social Science) of Window VersiomQ

with the Path Analysis instrument through the mehluinear Regression. The path coefficients in teisearch
constitute hypotheses, presented in three equad®fdlows:

(1) Structural Equation for ¥ = 0.334 X.1).
(2) Structural Equation forgY=0.021 X1y + 0.339 Y.
Output Of Path Analysis Testing

Free Bound Path t-Progression Probability Remarks
Variable Variable Coefficient
Capital Economic 0.334 3.716 0.000 Significant
Expenditure Growth
(Xe1) (Yu)
Capital Manpower 0.021 0.220 0.826 Non Significant
Expenditure | Absorption (Yy)
(Xe1)

Source: The Processed Data by SPSS, the year 2013.

The output of Path Analysis Testing indicates dkvies: (1) The Government expenses allocated faitah
expenditure (X;) has a significant influence to the economic gro@t,) of the Regencies / City in Central
Kalimantan Province. This Hypothesis is acceptde @btained path coefficient with positive sig)i834 and
its significant probability score is 0.000 smallean the significance value determined at the vafue) 0.05 or
0.000<0.05. Thus, a significant testing outputhitamed. This indicates that the government expeftsecapital
expenditure allocation (X) is able to stimulate the economic growth;}Yat the regencies / cities in Central
Kalimantan Province.
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(2) The government expenses allocated for capiatrditure (X1) has a significant influence to the manpower
absorption (Y, ) of the Regencies / Cities in Central KalimanRumovince. This Hypothesis is rejected. The
obtained path coefficient has positive sign atstm of 0.021 and the probability with the valuesigiificance

of 0.826 higger than the level of significance deieed at the value ofif 0.05 or 0.826> 0.05. In this way, the
testing output is found to be non-significant. Timdicates that the government expenses allocateccpital
expenditure (X;) fail to stimulate the manpower absorption.{)Xat the Regencies / Cities in Central
Kalimantan Provinces.

According to Jhingan (2000), in the scheme of iasieg the investment flow, the government shabt fir
determine the well-planned investment policy. Thaidion will bring effect to the increase in volumé
investment at the private sectors. In order to vabd the optimum investment socially, the fiscdigyohas to
stimulate the investment flow to the paths needethé community. Such investment as the one asébtors of
transportation, communication, energy developmewér and land conservation are used for the ecdimom
overhead. Then, investments at the sectors of &dac@ommunity health and facilities for technid¢edining
are intended for the social overhead. Both categaf investment carried out by the government mritiduce
the external economy. It means that it will tencepand the market, increasing productivity andicéty the
production cost.

A study relevant to this finding is the empiricalidy by Mursinto (2004) in East Java. Output ofthtudy
concludes that the development expenses havev@oaitid significant to Gross Regional Domestic Pcbddi

the Regencies / cities in East Java Province. Rtosstudy, it is found lout that the bigger amotegional
government expenses will stimulate the economiavtfroOther theory supporting this study is givenRmstow
and Musgrave (Mangkoesoebroto, 2012) describing riuelel of development on government expense
development. This model connects the governmergresgodevelopment to the stages of economic develapm
distinguished into the initial stage, middle sta@ advance stage of development. At the initiagestof
economic development, the percentage of governmgestment to the total investment is very big,chese in
this stage the government had to prepare the tnfictare, such as for education, health, and forgportation.

The other finding also supporting this study is shedy conducted by Barro (1990), stating thatpgtaductive
expenses in the form of government investment heectdinfluence with positive impacts to the ecomom
growth. The finding of Barro is also supported hyput of study by Bappenas (Board of National Depeaient
and Planning) (Bappenas, 2011) using the econametoidel resulting the finding in fiscal policy ajgal by
government through the increase of the capital edipere giving the impact to the improvement offpenance
in macro economy, either at the national or reditmeel, so that the economic growth occurs.

Output of study not supporting this research imdysby Zhang and Zao (1998) stating that, fits¢, variable of
the ratio of the total expenses of APBD (Regional/¢hue and Expenditure Budget) to the total expense
APBN (National Revenue and Expenditure Budget) haegative influence to regional economic growth, so
that it indicates that it causes the fiscal deadiztition in China. Second, the relative positidnregional
development expenses to total national expenses hagative influence to the regional economic ghowt
indicating that the regional government is not igaod position to perform investment in public seciThe
other study not supporting output of this studyistudy conducted by Oreggio and Andreas R. Pd3@4§2
stating that the public investment has no signifigafluence to the economic growth. This is du¢hie fact that
the public investment in Mexico tends to conceetgttthe regions relatively well-established aritiehcy has
not yet become the main focus in public investnadiotation.

The estimated outputs on the influences of govemrmepenses to the manpower absorption at regehcigss
in Central Kalimantan Province indicate that theegament expenses allocated for capital expendhare no
significant influence to the manpower absorptiohe path coefficient on the estimated output hassitipe
sign at the sum of 0.021 with the significant ptabty (p-value) of 0.826 > (bigger than) the sificéince level
of (o) determined at the value of 0.05. This meansttt@Second Hypothesis stating “The government esgzen
have significant influence to the manpower absorgtis hereby declared non-significant.

The increase of capital expenditure although hasadl been able to establish the job opportunitidisated by
positive path coefficient (0.021), but it is nogmificant. In general, this can occur because theemment
expenses allocated for capital expenditure aracdiffto be carried out by private, and it uses tagpital
intensive technology. Development at the Centrdinffantan Province with sufficiently large area dots of
new-established regencies as the result of regx@mdnsion, and pursuant to the policy of regiguslernment
administration to open the isolation between regidyy developing the infrastructure, particularlye th
construction of roads and bridges which, at theagye are using the capital intensive and not usiegabor
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intensive, so that this matter becomes one of #asans that causes the non-significance of governme
expenses allocated for capital expenditure tonth@power absorption. The increase of governmentresgs
allocated for capital expenditures at the new-distadd regencies to the absorption of their manpoise
different from the regions more advanced in themreomy, because the new-established regencies footes
on development of their infrastructure requiringsleaumbers of manpower, such as development ofthlssp
school buildings, office buildings, roads, bridgesl other supporting facilities for public services

This finding is in conformity with the theory of Rmw and Musgrave in Mangkoesoebroto (2001) on
development of government expenses. At the irstiage, the government has to prepare the infrasteydor
example for education, health, transportation dre like. The development of government expensesisit
initial focuses more on development of infrastruettequiring less number of manpower. The findifdhis
study is also in line with output of the study penfied by Elina Situmorang (2007) in West Papua iRoey
stating that the very fast growth of governmentestment is not followed by the fast growth of mampo
absorption. Government investment grows very tast,manpower absorption becomes more fluctuatkihe.
gap between the investment growth and the manpab&orption is getting bigger. It is caused, amothgrs,
by the fact that the government investment is nubrected to replace the broken part of the cajpitavision.
This means that the investment conducted by thiemebjgovernment at the regencies / cities in WReghua
Province are more directed for maintenance / rephihe existing capital goods and not for expagdine
business. The lack in business expansion autortigti@ses no increase in the fields of work sigaifitly. The
finding in the study is also in line with the outmf study conducted by Sukma indra (2012) at #wencies /
cities in West Kalimantan Province stating that gloeernment investment in the form of capital exgieme has
no significant influence to the manpower absorptiongeneral, this occurs because capital experadis used
for the provision of infrastructure in educationgch as for laboratory equipment, library, transgion facilities
and transporting equipment. Output of study notpsuing this research is a study by Wurarah (2Gtading
that there is a significant influence of capitapemditure to the manpower absorption in West Pd&roaince.
Small amount of capital expenditure absorb a lotrmainpower (labor intensive) for the public invesht, such
as opening the inter-region isolation through tegeopment of roads and bridges. Finding of thislgtdoes
not support the opinion of Sachs (2005) declatirag the public budget will appreciate the capit jperson so
that each person will get the benefit from the gaidblic goods. This opinion is supported by Hali2®@8)
stating that investment in public sector has angtqootential to stimulate the manpower absorpfiomeans that
the investment is able to establish a return wifbcais on investment in upstream and downstrearmésses
within the local economic structure, and investmientlig up the new economic sources by developieng n
zones able to absorb bigger amount of manpower.

4.Conclusion

The government expense projected by capital expgedhas significant influence to the regional enuit
growth. The increase in allocation of governmergemses for capital expenditure will stimulate theréase in
regional economic growth at regencies / cities iant€al Kalimantan Province. The implementation of
development activities for infrastructures, fa@it as well as various facilities for regional pabdervices
funded from allocation of capital expenditure a thPBD (Regional Revenue and Expenditure Budgetach
regency / city in Central Kalimantan Province is@ssful in increasing production capacity.

The government expenses have no significant infleen manpower absorption. The increase of govembime
expenses allocated for capital expenditure doeggivet any significant impact for the increase ofnpawer
absorption at regencies / cities in Central KalimanProvince. The government expenses projectetieat
allocation of capital expenditure, particularlyentled for the development of regional infrastruetare not
proven able to absorb the manpower, especiallyirtipdementation of physical development, such astlier
construction of roads, bridges, irrigation and nistwork, expenditure for development of buildingssd
structures and also the expenses for other phyd@adlopment. The government expenses allocatechfutal
expenditure for such kind of physical developmeatehnot yet maximally absorbed the manpower diectl
because they are capital intensive. The positivielevaf path coefficient indicates that the increade
government expenses for capital expenditure allmcatill have a connection of the same directioaming
that if there is any increase in government expeadlecated for capital expenditure, the manpovisogption
will also undergo the increase. This also indic#tes allocation of government expenses for capitgenditure
will support the regional economy, especially ipporting the activities of regional economy, morewoat the
regencies undergoing the regional expansion frain rincipal regencies.

Suggestions related to the framework of impleméntaiegional development at the regencies / citigSentral
Kalimantan Province are as follows: The firmnesseiquired in planning the regional developmenirthe
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connection (implication) with the allocation strut of capital expenditure in APBD (Regional Reweraund
Expenditure Planning) pursuant to the goals argktarof each development program already beenndieted.
Orientation of economic growth and manpower absampshould actually be formulated at the developmen
planning, and agreed to be a reference for the avktdkeholders at the actual implementation oforei
development in order to achieve a high degree @frnconity welfare at the regencies / cities in Cdntra
Kalimantan Province.
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