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The Regional Revenue and Expenditure Budget (APBD) is 

a key policy tool used by local governments to support 

operational activities and regional development. The ability 

to manage the APBD reflects the local government's 

capacity to meet the financing needs. This study aims to 

analyze the partial and simultaneous effects of regional 

financial performance, effectiveness ratio, efficiency ratio, 

harmony ratio, and growth ratio on the level of regional 

independence in the City Government of Medan and 

Tebing Tinggi. The research adopts a descriptive 

quantitative approach with testing through multiple linear 

regression analysis, utilizing secondary data obtained from 

the official website www.djpk.kemenkeu.go.id. The 

findings show that, in a partial analysis, the effectiveness 

ratio (X1), efficiency ratio (X2), harmony ratio (X3), and 

growth ratio (X4) have a significant impact on the regional 

financial performance, with each having a significance 

value of 0.00 (< 0.05). However, when analyzed 

simultaneously, these four variables do not significantly 

influence the regional independence ratio. This study, 

conducted over the period from 2019 to 2023 with a 95.5% 

confidence level, is expected to serve as a reference for local 

governments to enhance the effectiveness and efficiency of 

financial management in the future 
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INTRODUCTION 
The financial performance of local governments reflects the extent to 

which local governments have achieved in managing revenues and 
expenditures during a certain budget period. This performance assessment can 
be done through financial report analysis, which involves the application of 
various financial ratios, such as independence ratios, effectiveness ratios, 
efficiency ratios, harmony ratios, and regional financial growth ratios. This 
analysis aims to provide a more comprehensive picture of the ability of local 
governments to manage their financial resources optimally. 

Medan City, as the third largest city in Indonesia after DKI Jakarta and 
Surabaya, is the capital of North Sumatra Province. Meanwhile, Tebing Tinggi 
City, which is also in North Sumatra Province, is one of 33 regencies/cities in 
the province. The city is located approximately 78 km from Medan City and has 
a long-term vision as a “Service and Trade City with quality human resources” 
in accordance with Regional Regulation Number 04 of 2006 concerning the 
Long-Term Regional Development Plan (RPJPD) of Tebing Tinggi City for 2006-
2025. 

Despite having great potential, these two cities have not been fully able 
to create financial independence in running the government. This is reflected in 
the dominance of regional revenues sourced from transfer funds compared to 
local revenue (PAD) in the structure of the Regional Revenue and Expenditure 
Budget (APBD). This dependence shows the need for a more in-depth 
evaluation of the financial performance of the two cities, as can be seen in the 
following data:  
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Table 1. PAD, PAD Realization and Transfer Revenue of City for Fiscal 
Year 2019-2023 

 
Table 2. Operational Expenditure, Capitalize Expenditure and Unforeseen 

Expenditure of Medan City for Fiscal Year 2019-2023 

 
Table 3. PAD, PAD Raealization and Transfer Revenue of Tebing Tinggi Citty 

for the 2019-2023 Budget Year  

 
Table 4 Operational Expenditure, Capitalize Expenditure and Unforeseen 

Expenditure of Tebing Tinggi City for Fiscal Year 2019-2023 

 
Measurement of regional financial performance can be done using 

various methods, one of which is through the analysis of the Regional Financial 
Performance Ratio. Ratios that are often used include the Effectiveness Ratio, 
Efficiency Ratio, Harmony Ratio, Growth Ratio, and Regional Financial 
Independence Ratio. Each ratio provides a different perspective in assessing 
regional financial management, starting from the effectiveness of budget use, 
operational efficiency, budget allocation harmony, financial growth, to the level 
of fiscal independence achieved by the regional government. 
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LITERATURE REVIEW  

Organizational Behavior  
A. Theory/Institutional Theory 

Human resource management (HR) in institutions or companies is 
currently experiencing many developments. HR is no longer only seen as 
capital or assets, but as human resources and human capital. This means that 
HR is not only the main asset of a company or organization, but also has a value 
that can be developed and multiplied. In this context, HR has an investment 
value that was previously considered a liability (expenses/cost). 
B. Regional Financial Quality 
1. Definition of Regional Financial Management 

Regional financial management refers to a series of systematic activities, 
starting from planning, implementation, reporting, accountability, to regional 
financial supervision. According to PP RI No. 58 of 2005, regional financial 
management must be oriented towards public interests. 
2. Allocation of Funds 

Referring to PP No. 24 of 2005 concerning Government Accounting 
Standards, the components of financial reports include: 
1) Income 

a. Local Original Income (PAD) 
b. Balancing Fund 
c. Other legitimate income 

2) Shopping 
a. Regional apparatus shopping 
b. Direct shopping by officials 
c. Public service spending 
d. Revenue sharing and financial assistance 

3) Financing. 
a. Sources of regional revenue 
b. Sources of regional expenditure 
c. The balance sheet depicts the financial position of a reporting entity 

regarding assets, liabilities, and equity funds on a specific date. 
d. Notes to the financial statements. 

3. Qualitative Characteristics of Regional Government Financial Reports 
Qualitative characteristics are the characteristics that make information 

in financial reports useful to users. There are four main qualitative 
characteristics, namely, understandable, relevant, reliable and comparable. 

a. Understandable 
b. Relevant 
c. Reliability 
d. Comparable 

4. Analysis of Central and Regional Government Financial Reports 
The Government Accounting Standards (SAP) regulated in PP No. 24 of 

2005 are the reference in preparing central and regional government financial 
reports. 
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5. Regional Government Financial Performance 
The financial performance of local government is the level of 

achievement of work results in the field of regional finance, including revenue 
and expenditure, based on indicators that have been determined through 
policies or laws and regulations. (Agustina, 2013). 
6. Financial Statement Analysis 

According to Mahmudi (2016), financial report analysis is a tool to 
evaluate the financial performance of local governments. 
7. Methods and Techniques of Financial Report Analysis 

According to Kasmir (2013), there are two main methods of financial 
report analysis: 

a. Vertical Analysis (Static), Analyzing financial report components in a 
certain period. 

b. Horizontal (Dynamic) Analysis, Analyzing changes in financial 
reports from one period to the next. 

Regional Government Financial Performance Ratio 

1. Effectiveness Ratio        
 This ratio measures the ability of a region to realize PAD according to 
target. The formula (Abdul Halim, 2017): 

Effectiveness Ratio = 

Realization of PAD 
Receipts X 100% 
PAD Budget 

Table 5. Financial Performance Effectiveness 

 
2. Efficiency Ratio 

This ratio compares the costs incurred with the income earned. The 
formula is: 

             Efficiency 
Ratio 

= 

Realization of Regional 
Expenditure X 100% 

Realization of Regional Income 

Table 6. PAD Efficiency Criteria 
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3. Harmony Ratio 
Harmony Ratio or Spending Harmony Ratio describes how local 

governments prioritize their fund allocations on operational and capital 
expenditures optimally. According to research by Regel Nurul Fathah (2017) 
in the harmony ratio there are 2 methods, namely: 

Operating Expenditure Ratio = 
Total Operating Expenses 

X 100% 
Total Regional Expenditure 

 

Capital Expenditure Ratio = 
Total Capital Expenditure 

X 100% 
Total Regional Expenditure 

4. Growth Ratio 
The growth ratio functions to evaluate the potential of regions that need 

attention. According to Regel Nurul Fathah (2017), the formula used to 
measure the growth ratio is as follows: 

r = 
Pn – P0 

P0 

  r = Growth Ratio 
Pn = Total Regional Income / Capital Expenditure / Operating        
     Expenditure calculated in the nth year 
P0 =Total Regional Income / PAD / Capital Expenditure / Operating  
    Expenditure calculated in year 0 (the year before n) 

 
METHODOLOGY 

This study uses a causal approach to analyze the cause-and-effect 
relationship between variables. The research location includes the Medan City 
Government and Tebing Tinggi City, with a population in the form of monthly 
financial reports of the two cities during the period 2019-2023. The research 
sample was determined based on financial report data for the five years, 
especially the Regional Revenue and Expenditure Budget Realization Report 
(APBD). Secondary data used in the form of the APBD Realization Report was 
obtained from the reports of the Audit Board (BPK) and the Regional Revenue 
Agency (Bapenda) of each city. Data collection was carried out through 
observation of financial reports and literature studies to explore related 
concepts and theories. Data analysis was carried out by hypothesis testing 
according to the type of data to ensure valid and accurate results. 
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RESULTS AND DISCUSSION 
Medan City Government 

A. Descriptive Statistical Analysis of Medan City 
1. Development of the Effectiveness Ratio of the Medan and Tebing Tinggi 

City Governments 
Table 7. Development of Medan City Government Effectiveness Ratio 2019-2023 

 

Table 8. Minimum, Maximum, Mean,  Standard Deviation Values of Medan 
City Government Effectiveness Ratio 2019-2023 

 

The minimum effectiveness of 65.11 was recorded in 2023, while the 
maximum value reached 89.12 in 2021. During the study period, the average 
effectiveness was 77.936, with a standard deviation of 9.250447. In 2021, the 
effectiveness level reached 89.12%, which is categorized as quite effective. 
This indicates that the Medan City Government has demonstrated quite good 
management of Local Revenue (PAD), although there is still an opportunity 
to increase effectiveness to a very effective level. 
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The minimum effectiveness was recorded at 70.04 in 2021, while the 
maximum value reached 88.35 in 2019. The average effectiveness during the 
study period was 81.01, with a standard deviation of 6.7915. A fairly 
satisfactory level of effectiveness was seen in 2019 with a value of 88.35%, 
which is included in the fairly effective category. This shows that the Tebing 
Tinggi City Government has managed Regional Original Income (PAD) quite 
effectively. 

2. Development of Efficiency Ratio of Medan City Government and Tebing 
Tinggi City 

 

 

The lowest efficiency value was recorded at 74.26 in 2022, while the 
highest value reached 108.26 in 2023. The average efficiency value during the 
study period was 25.921, with a standard deviation of 15.809, which is 
included in the less efficient category. This indicates that the performance of 
the Regional Government is still less than optimal, because the expenditure 
incurred is greater than the income earned. 
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The lowest efficiency value was recorded at 96.61 in 2021, while the 
highest value reached 100.26 in 2022. The average efficiency during the study 
period was 98.38, with a standard deviation of 2.5760. Although the efficiency 
was quite satisfactory in 2019 with a value of 96.06, this level of efficiency is 
still in the inefficient category, because it is in the value interval >100. 
2.Development of Harmony Ratio of Medan City Government and Tebing 
Tinggi City 

 

 

The results of the operational expenditure harmony ratio show 
fluctuations from year to year. In 2020, this ratio was recorded at 82.37, but 
then decreased in 2021 to 53.47. In 2022, the ratio rose again to 82.38, but in 
2019, 2022, and 2023, there was a decrease of 79.21, 68.85, and 69.12, 
respectively. The average regional operational expenditure harmony ratio 
during this period was 67.90, indicating that the operational expenditure 
incurred was large enough to support the government's operational needs 
each year. 
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The minimum value of the government's operational spending harmony 
ratio was recorded at 74.50 in 2021, while the maximum value occurred in 
2023 with a figure of 10.26. The average value (mean) for this operational 
spending harmony is 78.12, with a standard deviation of 3.70. Over the past 
five years (2019-2023), the amount of operational spending harmony of the 
Tebing Tinggi City Government has exceeded half of the total regional 
spending, which is more than 50%. This shows that the operational costs of 
the regional government are quite significant each year and are in accordance 
with Mahmudi's theory, which states that operational spending is generally 
in the range of 60-90%. 
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The minimum value of capital expenditure harmony was recorded at 
7.99 in 2020, while the maximum value occurred in 2022 with a figure of 
26.74. The average value (mean) for capital expenditure harmony is 18.17, 
with a standard deviation of 7.74. In 2022, capital expenditure reached 26.74, 
which is the largest amount in the last five years. This increase was influenced 
by the COVID-19 pandemic, where capital expenditure can only be met 
through DAK funds. Meanwhile, the use of DAU and DBH funds is 
prioritized for operational spending, especially in the health and economic 
recovery sectors. 

 

 

The minimum value of capital expenditure harmony was recorded at 
16.87 in 2023, while the maximum value occurred in 2021 with a figure of 
25.36. The average (mean) of capital expenditure harmony is 21.36, with a 
standard deviation of 3.27. In 2021, capital expenditure harmony reached 
25.36, which is the highest number in the last five years. The Tebing Tinggi 
City Government has achieved this position, and even the last few years have 
shown a capital expenditure harmony ratio of more than 20%. 

3. Development of Growth Ratio of Medan City Government and Tebing 
Tinggi City 
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The minimum value of Medan City Government growth was recorded 
at -21.56 in 2020, while the maximum value occurred in 2022 with a figure of 
42.60. The average (mean) growth was 14.29, with a standard deviation of 
23.44. During the period 2019 to 2023, Medan City Government growth 
showed fluctuations, with increases and decreases occurring alternately. This 
is in line with the results of the calculation of the PAD growth ratio which 
experienced positive and negative fluctuations. This fluctuation in PAD 
growth indicates the inability and instability of the Medan City Government 
in maintaining, and even increasing, its original regional income. 

 

 

The minimum value of Medan City Government growth was recorded 
at -7.16 in 2020, while the maximum value occurred in 2019 with a figure of 
12.82, and the average (mean) growth was 21.36 with a standard deviation of 
8.91. During the period 2019 to 2023, the growth of Medan City Government 
showed fluctuations that went up and down, which is in accordance with the 
results of the calculation of the PAD growth ratio which experienced positive 
and negative changes. Although the regional income growth ratio is high, this 
actually reflects a large dependence on transfer funds in the implementation 
of regional autonomy, which can suppress the flow of transfers from the 
central government and other regions. 
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B. Test of Classical Assumptions of Medan City 
1. Normality Test 

 

Based on the data analysis, the Kolmogorov-Smirnov (K-S) test yielded a 
value of 0.368 with a significance level of 0.999. This indicates that the data in 
the regression model is normally distributed, as the significance value is 
greater than 0.05. At a confidence level of α = 0.05 (asymp. Sig = 0.368 > 0.05), 
the null hypothesis (H₀ ) is accepted. To support this result, a histogram and 
data plots demonstrating a normal distribution are also provided. 

 

 

Based on the graphical output, both the histogram and P-Plot support 
the normality assumption. The histogram exhibits a slightly right-skewed 
distribution, but overall, it indicates that the data is normally distributed. 
Furthermore, the P-Plot shows data points scattered around the diagonal line 
and following the pattern, leading to the conclusion that the regression model 
satisfies the normality assumption. 
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2. Autocorrelation Test 

 

Based on the output results, the Durbin-Watson (DW) value obtained is 
1.356. Referring to the DW table at a significance level of 0.05, with a sample 
size (n) = 25 and the number of independent variables (k) = 4, the lower limit 
(dL) is 1.0381, and the upper limit (dU) is 1.7666. Since the DW value (1.356) 
falls outside the range between dL and dU, it can be concluded that there is 
no indication of autocorrelation in the regression model. 

3. Multicollinearity Test  

 

 Based on the explanation above, the following conclusions can be 
drawn: 

1. The Effectiveness Ratio (X1) has a tolerance value of 0.561 and a VIF of 
1.783, indicating no multicollinearity in the regression model. 

2. The Efficiency Ratio (X2) shows a tolerance value of 0.419 and a VIF of 
2.387, confirming the absence of multicollinearity in the model. 

3. The Operational Harmony Ratio (X3), with a tolerance value of 0.167 
and a VIF of 5.971, also indicates no multicollinearity in the regression 
model. 

4. The Growth Ratio (X4) has a tolerance value of 0.094 and a VIF of 
12.766, which suggests the presence of multicollinearity in the 
regression model. 

4. Heteroscedasticity Test 
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Based on the Scatterplot, the data distribution appears random and does 
not form a specific pattern. Therefore, it can be concluded that the regression 
model is free from heteroscedasticity issues. 

C. Hypothesis Testing 

 

Based on the table above, the regression equation is 
KK = 30,663.843 + 1.546(X1) - 4.136(X2) - 3.247(X3) + 1.201(X4) 
with the following explanation: 
a. The constant of 30,663.843 indicates that if all independent variables 

(X1, X2, X3, X4) are zero, the Financial Performance (Y) will be 
30,663.843. 

b. The coefficient of the Effectiveness Ratio (X1) of 1.546 means that for 
each increase of 1 unit in X1, Y will increase by 1.546. 

c. The coefficient of the Efficiency Ratio (X2) of -4.136 indicates that each 
increase of 1 unit in X2 will decrease Y by 4.136. 

d. The coefficient of the Harmony Ratio (X3) of -3.247 shows that for each 
increase of 1 unit in X3, Y will decrease by 3.247. 

e. The coefficient of the Growth Ratio (X4) of 1.201 indicates that for each 
increase of 1 unit in X4, Y will increase by 1.201. 

1. Partial Test (T Test) 

 

Based on the table above, the analysis results can be explained as 
follows: 

1. The Effectiveness Ratio (X1) has a significance value of 0.00 < 0.05, 
indicating a significant and partial effect on Financial Performance (Y). 

2. The Efficiency Ratio (X2) is also significant with a significance value of 
0.00 < 0.05, showing a partial effect on Financial Performance (Y). 

3. The Harmony Ratio (X3) has a significance value of 0.00 < 0.05, which 
means it has a significant partial effect on Financial Performance (Y). 

4. The Growth Ratio (X4) shows a significance value of 0.00 < 0.05, 
indicating a significant partial effect on Financial Performance (Y). 
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2. Simultaneous Test (F Test) 

 

Based on the table, the multiple regression model is deemed appropriate 
since the calculated F value and its significance are 0.00, which is less than 
0.05. This indicates that, simultaneously, the Effectiveness Ratio, Efficiency 
Ratio, Harmony Ratio, and Growth Ratio have an influence on Financial 
Performance. 

3. Test the Coefficient of Determination (R2) 

 

Based on the SPSS calculations, the Adjusted R² value of 1.000 or 100% 
indicates that the entire Financial Performance of the Medan City 
Government is fully explained by the Effectiveness Ratio, Efficiency Ratio, 
Harmony Ratio, and Growth Ratio, with no other factors outside of the model 
influencing the result.   

 
A. Classical Tebing Tinggi Assumption Test 
1. Normality Test 

 

The analysis results show that the Kolmogorov-Smirnov (K-S) value is 
0.528 with a significance level of 0.943. Since the significance value is greater 
than 0.05, the data in the regression model follows a normal distribution, 
which means the null hypothesis (H₀ ) is accepted. This finding is also 
supported by the histogram and data plot, which indicate a normal 
distribution pattern. 
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Based on the comparison between the observed data and the normal 
distribution, it can be concluded that the graph demonstrates a normal 
pattern. This is evident in the histogram, which follows the diagonal line 
without any deviation (skewness), either to the left or right. The normality 
test using the plot graph also shows that the data points are clustered around 
the diagonal line, following its direction. Therefore, it can be concluded that 
the data in this study is normally distributed and meets the assumption of 
normality. 

2. Autocorrelation Test 

 

Based on the output results, the Durbin-Watson (DW) value obtained 
from the regression model is 0.000. Referring to the Durbin-Watson table at a 
significance level of 0.05, with a sample size (n) of 25 and k = 4, the dL value 
is 1.0381 and the dU value is 1.7666. Since the DW value (0.000) is outside the 
range of dL and dU, it can be concluded that there is no autocorrelation in 
this regression model. 
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3. Multicollinearity Test 

 

1. The tolerance for the Effectiveness Ratio is 0.760, and the VIF for this 
variable is 1.316. Since the tolerance is greater than 0.10 and the VIF is 
less than 10, it can be concluded that this variable does not exhibit 
multicollinearity in the regression model. 

2. The tolerance for the Efficiency Ratio is 0.270, and the VIF for this 
variable is 3.701. Given that the tolerance is greater than 0.10 and the 
VIF is less than 10, it can be concluded that this variable is also free from 
multicollinearity in the regression model. 

3. The tolerance for the Operational Harmony Ratio is 0.723, and the VIF 
for this variable is 1.382. As the tolerance is greater than 0.10 and the 
VIF is less than 10, it can be concluded that this variable does not 
experience multicollinearity in the regression model. 

4. The tolerance for the Growth Ratio is 0.274, and the VIF for this variable 
is 3.648. Since the tolerance is greater than 0.10 and the VIF is less than 
10, it can be concluded that this variable does not show any 
multicollinearity in the regression model. 

4. Heterodasticity Test 

 

Based on the analysis of the Scatterplot, it appears that the data does not 
follow a distinct pattern, indicating that this regression model does not suffer 
from heteroscedasticity. 
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B. Hypothesis Testing 

 

Based on the table above, the obtained regression equation is as follows: 
KK = 4165.466 + (-0.627)(X1) + (-1.449)(X2) + (-0.396)(X3) 
                  + (-1.001)(X4). 
The explanation of this regression equation is as follows: 
a. The constant of 4165.466 indicates that if all the variables 

Effectiveness Ratio (X1), Efficiency Ratio (X2), Harmony Ratio (X3), 
and Growth Ratio (X4) are zero, the Financial Performance (Y) will be 
4165.466. 

b. The regression coefficient for the Effectiveness Ratio (X1) variable of -
0.627 indicates that for each increase of 1 in Effectiveness Ratio, the 
Financial Performance (Y) will decrease by 0.627, assuming the other 
variables remain constant. 

c. The regression coefficient for the Efficiency Ratio (X2) variable of -
1.449 indicates that for each increase of 1 in Efficiency Ratio, the 
Financial Performance (Y) will decrease by 1.449, assuming the other 
variables remain constant. 

d. The regression coefficient for the Harmony Ratio (X3) variable of -
0.396 indicates that for each increase of 1 in Harmony Ratio, the 
Financial Performance (Y) will decrease by 0.396, assuming the other 
variables remain constant. 

e. The regression coefficient for the Growth Ratio (X4) variable of -1.001 
indicates that for each increase of 1 in Growth Ratio, the Financial 
Performance (Y) will decrease by 1.001, assuming the other variables 
remain constant. 

1. Partial Test (T Test) 

 

Based on the results shown in the table above, the following conclusions 
can be made: 
a. The Effectiveness Ratio (X1) has a significance value of 0.00, which is 

smaller than 0.05, indicating a significant effect on Financial Performance 
(Y). Therefore, Ho is rejected and Ha is accepted. 
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b. The Efficiency Ratio (X2) also has a significance value of 0.00, which is 
smaller than 0.05, indicating a significant effect on Financial Performance 
(Y). Thus, Ho is rejected and Ha is accepted. 

c. The Harmony Ratio (X3) has a significance value of 0.00, which is smaller 
than 0.05, indicating a significant effect on Financial Performance (Y). 
Therefore, Ho is rejected and Ha is accepted. 

d. The Growth Ratio (X4) has a significance value of 0.00, which is smaller 
than 0.05, indicating a significant effect on Financial Performance (Y). 
Thus, Ho is rejected and Ha is accepted. 

2. Simultaneous Test (F Test) 

 

Based on the table above, it can be concluded that Ho is rejected and Ha 
is accepted, as the F-calculated value of 0.00 with a significance of 0.00, which 
is smaller than 0.05. This indicates that the multiple regression model is 
suitable for use, and independent variables such as the Effectiveness Ratio, 
Efficiency Ratio, Harmony Ratio, and Growth Ratio have a simultaneous 
effect on Financial Performance. 

3. Test the Coefficient of Determination (R2) 

 

The SPSS calculation results show an Adjusted R² value of 1.000 or 
100%, which means that 10% of the changes in the Financial Performance of 
the Tebing Tinggi City Government are influenced by the Effectiveness Ratio, 
Efficiency Ratio, Harmony Ratio, and Growth Ratio, while the remaining 90% 
is influenced by factors outside the scope of this research model. 

 
Discussion 

Partially, this study reveals that the Effectiveness Ratio, Efficiency Ratio, 
Harmony Ratio, and Growth Ratio of Medan City significantly influence the 
Financial Performance of Medan City Government, with a probability value 
of 0.00, which is less than 0.05. These findings align with Ismayani’s research 
(2015), which discovered that the Effectiveness Ratio significantly affects the 
Independence Ratio of Medan City with a probability value of 0.005 < 0.05. 
Additionally, Syahirah (2023) reported that the Effectiveness Ratio of the 
Financial Performance of Medan City Government during the 2017–2021 
period averaged 85%, which falls under the ineffective category. 
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 Similar results were observed in Tebing Tinggi City, where the 
Effectiveness Ratio, Efficiency Ratio, Harmony Ratio, and Growth Ratio 
significantly influenced the Financial Performance of the Tebing Tinggi City 
Government, with a probability value of 0.00 < 0.05. These findings are 
consistent with Ismayani’s study (2015), which also found a significant 
influence of the Effectiveness Ratio on the Independence Ratio with a 
probability value of 0.005 < 0.05.     
 Simultaneously, this study demonstrates that in Medan City 
Government, independent variables such as the Effectiveness Ratio (X1), 
Efficiency Ratio (X2), Harmony Ratio (X3), and Growth Ratio (X4) 
significantly influence Financial Performance. These results are supported by 
Ismayani’s research (2015), which highlights the significant impact of these 
variables on the Independence Ratio. Similarly, in Tebing Tinggi City 
Government, the same variables (X1, X2, X3, and X4) significantly influence 
Financial Performance, aligning with Ismayani’s findings (2015).  
 Based on these results, it can be concluded that both partially and 
simultaneously, the variables examined in this study are significantly relevant 
in measuring financial performance in both analyzed regions. These findings 
validate the model used and provide valuable insights for regional financial 
policy analysis. 

 
 CONCLUSION 

1.  Based on the partial test results (t-test), it was found that the 
Effectiveness Ratio (X1), Efficiency Ratio (X2), Harmony Ratio (X3), and 
Growth Ratio (X4) significantly influence the Financial Performance of 
Medan City Government during the 2019–2023 period. 

2. The partial test (t-test) also indicates that the Effectiveness Ratio (X1), 
Efficiency Ratio (X2), Harmony Ratio (X3), and Growth Ratio (X4) have a 
significant impact on the Financial Performance of Tebing Tinggi City 
Government in the same period (2019–2023). 

3. Simultaneous test results (F-test) show that collectively, the Effectiveness 
Ratio (X1), Efficiency Ratio (X2), Harmony Ratio (X3), and Growth Ratio 
(X4) significantly influence the Financial Performance (Y) of the Medan 
City Government. 

4. The simultaneous test (F-test) also reveals that these variables 
collectively affect the Financial Performance (Y) of Tebing Tinggi City 
Government. 
These conclusions reinforce the findings that, both partially and 

simultaneously, the variables studied have a significant impact on the financial 
performance in both regions. This provides a strong empirical foundation for 
formulating more effective regional financial policies. 
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