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Abstract

This study analysis whether there is any flypaper effect in local governmentsÃ¢Â€Â™
expenditures, and whether there are significant influences of grants from central government
and original revenue of local governments on their expenditures, especially the operating and
capital expenditures. The object of the study are all local autonomous governments in Java; and
the focus of the study was the financial statement of the 2005-2008 fiscal year. Through an
examination on financial statement of all kabupatens and kotas in Java, and applying multiple
regression analysis, it is revealed that the flypaper effect was not found, which implied that the
local government did not rely more on grant from the central government as the sources of their
budget. The DAU (grant) and PAD (original revenues), however, were found to be significantly
influencing the operating, capital, and total of local government expenditures, for the related
year and the following year.
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