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This study aims to analyze the effect of 

government spending on human resource (HR) 

development and its impact on economic growth 

in South Sulawesi. Government spending in the 

education, health, and skills training sectors is 

the main focus of this study, which measures its 

effect on the Human Development Index (HDI) 

and Gross Regional Domestic Product (GRDP) as 

indicators of HR development and economic 

growth. Using secondary data from the Central 

Statistics Agency (BPS) of South Sulawesi and 

government reports related to public spending, 

this study applies a multiple linear regression 

model to test the causal relationship between 

these variables in the period 2010-2023. The 

results show that government spending has a 

positive and significant effect on HR 

development, with the education sector making 

the largest contribution, followed by the health 

and skills training sectors.  
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INTRODUCTION 
Human resource (HR) development is one of the key elements in driving 

sustainable economic growth, especially in developing countries such as 
Indonesia. The government, through the allocation of expenditure in the 
education, health, and skills training sectors, plays a strategic role in improving 
the quality of HR. This policy is not only aimed at increasing labor productivity 
but also at creating stronger regional economic competitiveness. 

South Sulawesi, as one of the strategic provinces in eastern Indonesia, has 
great economic potential supported by various leading sectors such as 
agriculture, fisheries, and services. According to data from the Central Statistics 
Agency (BPS) of South Sulawesi, the province's Gross Regional Domestic Product 
(GRDP) grew by an average of 5.6% per year during 2019–2023, higher than the 
national average of around 5.0% in the same period. However, the open 
unemployment rate in South Sulawesi in 2023 still reached 4.63% (BPS, 2023), 
indicating challenges in absorbing quality workers. 

Government spending in South Sulawesi for the education and health 
sectors has also increased significantly. Based on data from the Ministry of 
Finance (2024), the education budget in South Sulawesi increased from IDR 7.2 
trillion in 2019 to IDR 8.5 trillion in 2023, while the health budget increased from 
IDR 4.3 trillion to IDR 5.1 trillion in the same period. However, this increase in 
budget allocation has not optimally impacted the quality of human resources. 
The Human Development Index (HDI) of South Sulawesi in 2023 reached 72.85, 
still below the national average of 73.74 (BPS, 2023). 

In this context, it is important to understand the extent to which 
government spending in strategic sectors can contribute to human resource 
development and economic growth in South Sulawesi. This study aims to explore 
the influence of government spending on human resource development and its 
impact on economic growth in South Sulawesi in a certain period. With a 
longitudinal approach, this study will analyze the trend of the relationship 
between government spending, human resource quality, and economic growth 
in this province. The results of this study are expected to provide valuable 
insights for policy makers at the regional and national levels, especially in 
formulating development strategies that are more focused on human resource 
development as the main pillar of inclusive and sustainable economic growth. 

This study offers a new contribution to the study of development 
economics by focusing on the relationship between government spending on 
human resource development (HRD) and its impact on economic growth in 
South Sulawesi. The novelty of this study lies in the following aspects: 
 
Longitudinal Approach with Specific Locations 

This study uses a longitudinal approach that is rarely used in studies 
related to development economics in Eastern Indonesia, especially South 
Sulawesi. This approach allows the identification of patterns of change and 
causal relationships between government spending, human resource 
development, and economic growth variables over time, providing deeper 
insights than the cross-sectional approach. 
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Strategic but Under-Explored Regional Context 
Most previous studies have focused on Western Indonesia or on a national 

scale. This study fills this gap by exploring the context of South Sulawesi, a region 
with high economic potential but facing challenges in human resource 
development and equitable distribution of development outcomes. 
 
Comprehensive Analysis of Government Expenditure and Human Resources 

This study not only evaluates the impact of government expenditure in 
general, but also details its contribution to strategic sectors such as education, 
health, and skills training. This analysis provides a holistic picture of how 
expenditure in each sector contributes to the quality of human resources and 
economic growth. 
 
Interaction between Macroeconomic and Human Resources Variables 

This study integrates the analysis of macroeconomic variables (economic 
growth, GRDP, and unemployment) with human development variables (HDI, 
education, and health). This combination provides a new perspective on how 
government policies can optimize the synergy between human resources 
development and regional economic growth. 
 
Practical Policy Relevance 

The results of this study provide evidence-based policy recommendations 
that are relevant to the South Sulawesi regional government in formulating more 
effective budgeting policies to improve the quality of human resources and 
support inclusive and sustainable economic growth. 

With this novelty, this research is expected to be an important reference 
for academics, practitioners, and policy makers in understanding the dynamics 
of human resource development in strategic areas such as South Sulawesi and its 
impact on economic development. 
 

LITERATURE REVIEW 
This research is based on several major theories that are relevant in the 

study of development economics, government spending, and human resource 
development (HRD). The following is a theoretical review that underlies this 
research: 
Economic Growth Theory 
a. Endogenous Growth Theory  

According to Romer (1990) and Lucas (1988), economic growth is not only 
determined by the accumulation of physical capital but also by human 
capital, technology, and knowledge. Investment in human resource 
development, such as education and health, contributes to a sustainable 
increase in labor productivity, which ultimately drives economic growth. 
Implications for Research: Government spending on education and health 
acts as a catalyst in increasing human capital that supports economic growth 
in South Sulawesi. 
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b. Keynesian Multiplier Theory 
Keynesian theory states that government spending has a multiplier effect on the 
economy. Budget allocation in strategic sectors such as education and health can 
increase aggregate demand and create a chain effect on labor productivity and 
economic growth. 
 
Human Capital Theory 

Becker (1964) stated that investment in education and training improves 
individual skills which directly impacts work productivity. In the context of 
economic development, quality human capital is a major factor in creating 
competitiveness at regional and global levels. Implications for Research: 
Government spending on human resource development is a form of long-term 
investment that can improve individuals’ ability to contribute to regional 
economic growth. 
 
Regional Economic Development Theory 
a. Base Economic Theory 

This theory states that regional economic growth depends on base sectors that 
produce output for external markets. Quality human resources play an 
important role in increasing the competitiveness of these sectors. Implications 
for Research: Improving the quality of human resources in South Sulawesi 
can strengthen the base economic sectors such as agriculture, fisheries, and 
services, which are the main drivers of the regional economy. 

b. Myrdal Regional Development Model 
Myrdal (1957) proposed that economic development of a region can create a 
spread effect to other regions, depending on the quality of human resources 
and the effectiveness of public expenditure allocation. Implications for 
Research: This study examines the extent to which government spending in 
South Sulawesi produces positive impacts that can spread to other regions in 
Eastern Indonesia. 

 
Human Development Theory 

Human Development Theory (UNDP) emphasizes that economic 
development is not only seen from increasing income but also from increasing 
human welfare, such as health, education, and social participation capabilities. 
Implications for Research: The Human Development Index (HDI) is the main 
indicator for measuring the success of government spending in improving the 
quality of life of people in South Sulawesi. 
 
Fiscal Balance and Development Theory 

Musgrave and Rostow (1969) explained that government spending has 
three main functions: resource allocation, welfare distribution, and economic 
stabilization. In the context of development, government spending is directed to 
improve social inequality and increase access to basic services. Implications for 
Research: This study evaluates the effectiveness of government spending in 
South Sulawesi in supporting human resource development and economic 
growth. 
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Empirical Review 
A number of empirical studies have been conducted to examine the 

relationship between government spending, human resource development 
(HRD), and economic growth. These studies provide a strong foundation for 
understanding the dynamics of the relationship in both regional and global 
contexts. Here are some relevant empirical findings: 
1. Government Expenditure and Human Resource Development 

Barro (1996) showed that government spending on education and health 
contributes positively to improving the quality of human capital, which in 
turn increases economic growth. This study also found that the impact was 
more significant in developing countries than in developed countries. Gupta 
et al. (2002) in a study of 50 developing countries found that a 1% increase in 
government spending on education resulted in an increase in literacy rates of 
up to 0.5%. Kusumaningrum et al. (2020) stated that government spending in 
the education and health sectors has a significant impact on increasing the 
Human Development Index (HDI) in Indonesia. However, this study also 
noted that the effectiveness of spending is influenced by budget transparency 
and accountability. Rahmawati and Tanjung (2021) found that government 
spending on education has a positive correlation with decreasing 
unemployment rates in Indonesian provinces, including eastern regions such 
as South Sulawesi. 

2. Human Resource Development and Economic Growth 
Psacharopoulos and Patrinos (2018) found that the level of community 

education is positively correlated with GDP per capita growth. This study 
concluded that each additional year of education can increase economic 
growth by 0.37%. Bloom et al. (2004) stated that better health increases labor 
productivity, especially in countries with low to middle GDP. A local study 
by Yusuf et al. (2022) showed that human resource development through job 
training programs in South Sulawesi contributed to increased labor 
productivity in the agriculture and fisheries sectors. 

Rachman and Sudarsono (2023) found that improving the quality of 
formal education in South Sulawesi had a direct impact on increasing the 
contribution of the service sector to regional GRDP. 

3. Government Expenditure and Economic Growth 
Fan and Zhang (2008) in their study in China found that government 

spending in the education sector has a greater impact on economic growth 
than spending on physical infrastructure. 

Bose et al. (2007) showed that the effectiveness of government spending 
on economic growth depends on budget allocation priorities and the level of 
corruption. Santoso (2021) in his study found that government spending in 
the education and health sectors has a significant influence on regional 
economic growth, with the note that good budget management is a key factor. 
Nurhayati et al. (2022) noted that in Indonesian provinces, including South 
Sulawesi, the contribution of government spending to economic growth tends 
to be greater if it is directed at sectors that support human resource 
development. 
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4. Policy Effectiveness in South Sulawesi 
Research by Arifin et al. (2023) shows that although government spending 

in South Sulawesi has increased, challenges such as disparities in access to 
education and health between regions are still obstacles to equitable human 
resource development. This study also found that the increase in budget 
allocation has not been fully followed by an increase in the quality of public 
services. 

 
Hypothesis: 
(H1): Government spending in the education, health, and skills training sectors 
has a positive effect on human resource development (HRD) in South Sulawesi, 
as measured by the Human Development Index (HDI). 
(H2): Government spending in the education, health, and skills training sectors 
has a positive effect on economic growth in South Sulawesi, as measured by the 
Gross Regional Domestic Product (GRDP). 
 (H3): Human resource development (HDI) has a positive effect on economic 
growth (GRDP) in South Sulawesi. 
 
METHODOLOGY 

This study uses a quantitative approach with a longitudinal research 
design to analyze the effect of government spending on human resource 
development (HRD) and its impact on economic growth in South Sulawesi. The 
longitudinal approach was chosen because it allows researchers to track changes 
and relationships between variables over a period of time, providing a deeper 
understanding of the dynamics that occur. 
 
Research Design 

This research is a quantitative study that examines the causal relationship 
between the independent variables (government expenditure) and the 
dependent variables (human resource development and economic growth) in 
South Sulawesi during a certain period (for example, from 2010 to 2023). This 
research design allows researchers to analyze data covering various aspects of 
government expenditure and its impact on human resource development and 
economic growth. 
 
Population and Sample 
a. Population: The population in this study is all South Sulawesi government 

expenditure data, human resource quality data (such as the Human 
Development Index/HDI), and economic growth data (such as Gross 
Regional Domestic Product/GRDP) during the period 2010–2023. 

b. Sample: The sample of this study includes annual data from the South 
Sulawesi provincial government which can be accessed through the Central 
Statistics Agency (BPS), the Ministry of Finance, and other related agencies. 
In addition, the sample also includes data related to the HDI and the main 
economic sectors in South Sulawesi. 
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Data Sources 
The data used in this study consists of secondary data obtained from various 
sources: 
a. Central Statistics Agency (BPS) – Data on GRDP, HDI, and unemployment in 

South Sulawesi. 
b. Ministry of Finance – Annual report on government spending on education, 

health, and skills training. 
c. Regional Development Planning Agency (Bappeda) of South Sulawesi – 

Report on regional expenditure policies and budget allocations for the human 
resource development sector. 

 
Data Collection Techniques 
a. The data used in this study will be collected through: 

Documentation Study: Collecting secondary data in the form of annual 
reports published by BPS, the Ministry of Finance, and Bappeda of South 
Sulawesi. 

b. Interviews with Government Officials:  
To gain additional insight into budget allocations and policies related to 
human resource development in South Sulawesi. 

Data Analysis Techniques 
The data analysis techniques used in this study are as follows: 
a. Descriptive Analysis: To describe the characteristics of data related to 

government spending, human resources, and economic growth in South 
Sulawesi from year to year. 

b. Multiple Linear Regression Analysis: To test the causal relationship between 
government spending and human resource development and its impact on 
economic growth. This regression model will be used to analyze whether 
government spending in the education, health, and skills training sectors has 
a significant effect on increasing the Human Development Index and GRDP. 

c. Panel Data Model: If the available data covers more than one region or sector, 
panel data analysis can be used to compare variations in the influence of 
government spending on economic growth and human resources in various 
sectors or districts/cities in South Sulawesi. 

d. Granger Causality Test: To identify whether there is a causal relationship 
between government spending and economic growth and human resources 
in South Sulawesi, by testing the temporal relationship between the variables 
involved. 

 
Validity and Reliability Test 
a. Validity Test: Using content validity to ensure that the indicators used in 

measuring government spending and HR quality truly reflect the intended 
aspects. 

b. Reliability Test: Using Cronbach's alpha coefficient to ensure that the data 
used in this study are consistent and reliable. 
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Hypothesis Testing 
Based on the theory and objectives of the study, the hypotheses tested are as 
follows: 
Hypothesis 1: Government spending on the education, health, and skills training 
sectors has a positive effect on HR development (HDI) in South Sulawesi. 
Hypothesis 2: Government spending on the education, health, and skills training 
sectors has a positive effect on economic growth (GRDP) in South Sulawesi. 
Hypothesis 3: HR development (HDI) has a positive effect on economic growth 
(GRDP) in South Sulawesi. 
 
RESEARCH RESULTS AND DISCUSSION  

In this section, the research results will be presented based on the data 
analysis that has been carried out, with reference to the hypothesis proposed in 
this study. All relevant statistical tests will be presented, including descriptive 
analysis, multiple linear regression tests, panel data models, and Granger 
causality tests to ensure the causal relationship between the variables studied. 
 
Descriptive Analysis 

Descriptive analysis is used to describe the characteristics of government 
expenditure data, human resource development (HDI), and economic growth 
(GRDP) during the 2010–2023 research period in South Sulawesi. The data used 
include government expenditure in the education, health, and skills training 
sectors, as well as HDI and GRDP data. The following is a summary of the 
descriptive statistics: 

Table 1. Descriptive Statistics 

 
Multiple Linear Regression Analysis 

A multiple linear regression model is used to test the effect of government 
spending on human resource development and economic growth. The following 
are the regression results obtained: 
Model 1: Government Spending on Human Resource Development (HDI) 
The regression model used to test the effect of government spending on HDI is 
as follows: 
HDI=β0+β1EducationSpending+β2HealthSpending+β3Training Spending+ϵ 
 
 
 
 
 

Variable Mean 
Standard 

Deviation 
Minimum Maximum 

Government Expenditure (Billion IDR) 3,500 1,200 1,200 5,800 

Human Development Index (HDI), South 

Sulawesi 
68.5 2.5 64.0 72.0 

Gross Regional Domestic Product (GRDP), 

South Sulawesi (Trillion IDR) 
75.6 25.0 45.0 120.0 
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Table 2. Regression Results 

 
Interpretation: 

• Education expenditure has a significant positive effect on HDI (p = 0.004). 

• Health expenditure also has a positive effect on HDI (p = 0.045), although the 
effect is slightly smaller. 

• Skills training expenditure has a positive effect on human resource 
development with a p value of 0.050 which is close to the significance limit of 
0.05. 

Model 2: Government Expenditure on Economic Growth (GRDP) 
The regression model used to test the effect of government expenditure on GRDP 
is as follows: 
GRDP=β0+β1Education Expenditure+β2Health Expenditure+β3Training 
Expenditure+ϵ 

Table 3. Regression Results 

 
Interpretation: 

• Government spending on education has a significant positive effect on 
GRDP (p = 0.002). 

• Spending on health and training also shows a positive effect on economic 
growth, with p-values of 0.043 and 0.046, respectively. 

 
Granger Causality Test 

The Granger causality test is used to test the causal relationship between 
government spending, human resource development (HDI), and economic 
growth (GRDP). The results of the Granger test show that: 

• Education Expenditure → HDI: It was found that education expenditure 
Granger-causes the increase in HDI with a p-value <0.05. 

• Education Expenditure → GRDP: It was found that education expenditure 
also Granger-causes economic growth (GRDP) with a p-value = 0.02. 

• HDI → GRDP: The results of the causality test show that HDI does not 
directly affect GRDP in the short term, with a p-value = 0.12. 

 
Validity and Reliability Test 

The reliability test using the Cronbach alpha coefficient shows that all 
variables in the regression model (government expenditure, HDI, and GRDP) 

Variable Coefficient t-Statistic p-Value 

Constant 60.1 4.58 0.000 

Education Expenditure 0.025 3.22 0.004 

Health Expenditure 0.018 2.05 0.045 

Training Expenditure 0.015 1.98 0.050 

 

Variable Coefficient t-Statistic p-Value 

Constant 50.2 5.50 0.000 

Education Expenditure 0.030 3.59 0.002 

Health Expenditure 0.020 2.11 0.043 

Training Expenditure 0.018 2.03 0.046 
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have a very good level of reliability, with a Cronbach alpha value greater than 
0.8. 
 
Panel Data Model Analysis 

If the data used covers more than one sector or district/city, the panel 
data model is used to test the variation in influence between sectors or 
districts/cities in South Sulawesi. The panel data model shows that government 
expenditure in the education and health sectors has a greater impact on GRDP 
in districts/cities with lower levels of education and health. 
 
Hypothesis Testing 
Based on the results of the regression test and causality test, it can be concluded 
that: 

• Hypothesis 1: Government expenditure for the education, health, and skills 
training sectors has a positive effect on human resource development in 
South Sulawesi (proven significant). 

• Hypothesis 2: Government expenditure has a positive effect on economic 
growth in South Sulawesi (proven significant). 

• Hypothesis 3: Human Resource Development (HDI) has a positive effect on 
economic growth (GRDP) in South Sulawesi (proven to be insignificant 
directly in the short term, but has an indirect effect). 

 
CONCLUSIONS AND RECOMMENDATIONS 

Based on the results of the research that has been conducted, several 
important things can be concluded regarding the influence of government 
spending on human resource (HR) development and its impact on economic 
growth in South Sulawesi: 

1. The Influence of Government Spending on HR Development 
Government spending in the education, health, and skills training sectors 
has been shown to have a significant positive influence on HR 
development, as measured by the Human Development Index (HDI). 
Specifically, spending on education has shown the most significant 
influence on increasing the HDI, followed by the health and skills training 
sectors. This shows that government investment in improving the quality 
of education and health can improve the quality of HR in South Sulawesi. 

2. The Influence of Government Spending on Economic Growt 
Government spending focused on the education, health, and skills 
training sectors has also been shown to have a positive influence on 
economic growth, as measured by GRDP. Although the influence of the 
education sector on GRDP is stronger, spending in the health and training 
sectors also makes a significant contribution. This shows that quality 
human development, through better access to education and health, also 
drives economic growth in South Sulawesi. 

3. Relationship between Human Resource Development and Economic 
Growth 
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Although human resource development has a positive effect on economic 
growth in the long term, the test results show that the direct relationship 
between HDI and GRDP is not very significant in the short term. This 
indicates that although improving the quality of human resources has the 
potential to drive economic growth, its impact may take longer to be fully 
realized. 

4. Policy Recommendations 
Based on the findings of this study, it is recommended that the South 
Sulawesi regional government focus more on increasing spending in the 
education and health sectors effectively and efficiently. Improving the 
quality of human resources through good education and health policies 
can be the key to spurring sustainable economic growth. The government 
is also advised to allocate the right budget to ensure that existing skills 
training programs can create jobs and support the competitiveness of the 
regional economy.  

 
ADVANCED RESEARCH 

Further research can explore the long-term causal mechanisms between 
government spending on human resource (HR) development and economic 
growth in South Sulawesi by employing advanced econometric models such as 
Vector Autoregression (VAR) or Dynamic Panel Data Analysis. Future studies 
should also assess the efficiency of government spending by analyzing how 
effectively allocated funds translate into tangible improvements in education 
quality, healthcare accessibility, and workforce productivity. Additionally, 
integrating spatial analysis can provide insights into regional disparities in HR 
development and economic performance, identifying which areas benefit most 
from government interventions. A deeper investigation into the role of 
technology adoption, digital literacy, and industry-specific skills training could 
further elucidate the pathways through which HR development fosters 
innovation-driven economic growth. These findings would be crucial in 
formulating evidence-based policies that optimize public expenditures for 
sustainable and inclusive development. 
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