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1. INTRODUCTION

Leverage is the ratio between debt and equity. As the greater the leverage, the greater the entity's
dependence on outside parties because the greater the debt owned by the entity, the lower the
financial performance of the entity (Kusumawardani, 2012). Sudarmadji and Sularto (2007) reveal
that leverage is a measure used to determine the amount of assets financed by debt.

Legislative size proxied by the number of DPRD members. The Regional People's
Representative Council (DPRD) is an institution that has a strategic position and role related to
regional financial supervision (Winarna and Murni, 2007). Article 69 paragraph 1 states that the
members of the Regency/Municipal DPRD are at least twenty people and a maximum of forty-five
people. The large number of DPRD members is also expected to increase supervision of the
performance of local governments, so that it has a good impact on increasing the performance of
local governments.

Intergovernmental revenue which is proxied by the General Allocation Fund (DAU).
Intergovernmental revenue, namely a number of transfers of funds from the center that are
deliberately made to finance local government programs (Nam, 2001). The central government
hopes that with the transfer, local governments can improve their performance.

Law No. 28 of 2009 states that what is meant by local taxes are mandatory contributions to
regions owed by individuals or entities that are coercive under the law, without getting direct
compensation and are used for regional needs for the maximum amount. people's prosperity. Local
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taxes, which are one of the important and main sources of PAD, will greatly affect the financial
performance of local governments. If the local tax revenue of an area is high or according to the
target set, then this shows that the financial performance of an area can be said to be good.

2. RESEARCH METHOD

The type of research conducted in this study is causal associative, namely research that aims to
determine causal relationships. The unit of analysis in this research is all official websites of local
governments in Indonesia. The time horizon used in this study is a cross-sectional study, namely a
study conducted with data collected only once, Sekaran (2006).

2.1 Analysis Method
The tests used in this study are as follows:

a. Descriptive Analysis

Descriptive analysis is used to produce an overview of the data that has been collected.
Descriptive analysis used in this study is the average (mean), maximum, minimum, and standard
deviation.

b. Classic assumption test

The use of the classical assumption test aims to determine and test the feasibility of the
regression model used in this study. Another objective is to ensure that the regression model used
has data that are normally distributed, free from autocorrelation, heteroscedasticity and
multicollinearity.

2.2 Normality test

The data normality test aims to test whether in the regression model, the independent variables,
and the dependent variable have a normal distribution and not. A good regression model is to have
a normal or close to normal data distribution (Ghozali, 2005) to test the normality of the data can be
done in two ways, the first is by looking at the normal probability plot graph, the basis for making
decisions from the normal probability plot graph display which refers to Imam Ghozali (2005),

a. Autocorrelation Test

The autocorrelation test aims to test whether in a linear regression model there is a correlation
between the confounding error in a period and the previous period. Autocorrelation problems are
often found in time series data or time series because disturbances in a company tend to affect
disturbances in the same company in the next period.

b. Heteroscedasticity Test
Heteroscedasticity test is one of the classical assumptions as a prerequisite for conducting
regression analysis. This heteroscedasticity test can be seen based on

c. Multicollinearity Test

Multicollinearity test aims to test whether the regression model found a correlation between the
independent variables (independent). A good regression model should not have a correlation
between the independent variables. One way to detect it is by looking at the value of the Variance
Inflation Factor (VIF). The cut-off value that is commonly used to indicate the presence of
multicollinearity is if the Tolerance value is> 10 (Ghozali, 2007). Provisions in the multicollinearity
test:

3. RESULTS AND DISCUSSIONS

3.1 Descriptive Analysis

Descriptive analysis is used to produce an overview of the data that has been collected.
Descriptive analysis used in this study is the average (mean), maximum, minimum, and standard
deviation.
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Table 1. Descriptive Statistics Results Descriptive Statistics

N Minimum Maximum mean Std. Deviation
Leverage 45 .00 .03 .0054 .00752
Legislative Size 45 19.00 50.00 39.0444 8.74371
Intergovernmental Revenue 45 48 .94 7382 .10792
Tax Income 45 21.49 28.52 24.8135 1.73428
Financial performance 45 .01 1.24 9116 .24354
Valid N (listwise) 45

Source: Results of data processing with SPSS, 2016

Based on table 1 above, it can be seen that the leverage variable has a minimum value of 0.00
and a maximum value of 0.03. The mean value for leverage is 0.0054 and the value of Std. Deviation
0.00752 with a total of 45 samples of observations. The legislative measure variable has a minimum
value of 19 and a maximum value of 50. The mean value for the legislative measure is 39,044 and
the value of Std. Deviation 8,74371 with a total of 45 samples of observations.

The intergovernmental revenue variable has a minimum value of 0.48 and a maximum value of
0.94. The mean value for intergovernmental revenue is 0.738 and the value of Std. Deviation 0.10792
with a total of 45 samples of observations.

The variable of tax income has a minimum value of 21.49 and a maximum value of 28.52. The
mean value for tax income is 24.8135 and the value of Std. Deviation 1.73428 with a total of 45
samples of observations.

The financial performance variable has a minimum value of 0.01 and a maximum value of 1.24.
The mean value for financial performance is 0.9116 and the value of Std. Deviation 0.24354 with a
total of 45 samples of observations.

3.2 Classic assumption test

The classical assumption test was carried out to ensure that in this study there was no
multicollinearity, autocorrelation and heteroscedasticity, and the resulting data had a normal
distribution. If there is no multicollinearity, autocorrelation and heteroscedasticity found, then the
classical assumption has been fulfilled.

a. Normality test

The normality test in this study was carried out using the One Sample Kolmogorov-Smirnov
Test. In the One-Sample Kolmogorov-Smirnov Test, a data is said to have a normal distribution if the
significance value or Asymp value. Sig. (2-tailed) is greater than 0.05.

Normal P-P Plot of Regression Standardized
Residual

Dependent Variable: Kinerja Keuangan

==}

0.5 P
=23

g Dd_ﬁdﬁp"””

Expected Cum Prob

=Y o'z o4 a's s )
Observed Cum Prob

Figure 1. Graph Test Results

If the data distribution is normal, then the line that represents the actual data will follow the
diagonal line. Seen from Figure 1 above, the results of the graph test using the PP plot show that the
points spread around the diagonal line and their distribution follows the direction of the diagonal line.
This graph shows that the regression model is feasible to use because it meets the assumption of
normality.

b. Autocorrelation Test

Autocorrelation test aims to determine whether in a linear regression model there is a correlation
between the confounders in period t and errors in period t-1 (previous). The analytical tool used is
the Durbin Watson Statistical test with the following conditions:
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1) If the Durbin Watson (DW) value lies between the upper limit or Upper Bound (DU) and 4 —
DU, then the autocorrelation coefficient is zero, meaning there is no autocorrelation.

2) If the DW value is lower than the lower limit or Lower Bound (DL), then the autocorrelation
coefficient is greater than zero, meaning that there is a positive autocorrelation.

3) If the value of DW is greater than (4-DL), then the autocorrelation coefficient is smaller than
zero, meaning that there is a negative autocorrelation.

4) If the value of DW lies between the upper limit (DU) and the lower limit (DL) or DW lies
between (4-DU) and (4-DL), then the results cannot be concluded.

In this study, because it uses n = 45, k = 5 so that according to the Durbin Watson table at the
level of significance 0.05 it is known that dl = 1.2874 du = 1.7762, 4-du = 2.2238, and 4-dl = 2.7126

Table 3. Autocorrelation Test Results
Model Summaryb

Model R R Square  Adjusted R Square  Std. Error of the Durbin-Watson
Estimate
1 .599a .358 .294 .20459 1,807

Source: Results of data processing with SPSS

Based on Table 3, the Durbin Watson (DW) value lies between the upper limit or Upper Bound
(du) and 4-du, namely 1.7762 < 1.807 < 2.2238. Then the autocorrelation coefficient is equal to zero,
which indicates that there is no autocorrelation or there is no correlation between the confounding
error in a period and the previous period in the regression model of this study.

c. Heteroscedasticity Test

Heteroscedasticity test is one of the classical assumptions as a prerequisite for conducting
regression analysis. This heteroscedasticity test can be seen based on a scatterplot, but the
heteroscedasticity test using a scatterplot is very weak because it only relies on visual analysis. To
get certainty, it is necessary to test the hypothesis by using the Glejser test.

The Glejser test proposes to regress the absolute residual value as the dependent variable with
the independent variable in the study, so that the Glejser test results are more real than the
scatterplot which is only assessed through its visuals. After regressing by entering the absolute value
of the residual as the dependent variable, the following SPSS output is produced.

Table 4. Glejser Test Results
Coefficientsa

Model Unstandardized Standardize d t Sig.  Collinearity Statistics
Coefficients Coefficients
B Std. Error Beta Tolerance VIF
1 (Constant) -.379 .399 -.949 .348
Leverage -1,707 2.844 -.087 -.600 .552 .986 1.014
Legislative Size -.006 .003 -.373 -2.415 .020 .857 1.166
Intergovernmental .170 212 123 .800 429 .862 1.161
Revenue
Tax Income .026 .013 .299 1,918 .062 .842 1.188

a. Dependent Variable: ABS_RES_1

Based on the table above, it can be seen the significant value of each independent variable
after regress with the absolute value of the residual as the dependent variable. Decision making in
the Glejser test is if the significant value is > 0.05 then HO is rejected or there is no heteroscedasticity
in this research model, but on the contrary if the significant value is <0.05 then HO is accepted or
heteroscedasticity occurs in this research model.

Based on the results of the SPSS output above, it can be seen that the significant value of each
variable is 0.552 for leverage, 0.020 for legislative size, 0.429 for intergovernmental revenue and
0.062 for tax revenue. Of the four variables studied, only the legislative size has heteroscedasticity
in the data, with a significant value of 0.020 < 0.05, this happens because the number of legislative
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sizes in each region (district/city) tends to be the same. Meanwhile, the other variables are free from
this heteroscedasticity symptom.

d. Multicollinearity Test

This test aims to test whether the regression model found a correlation between the
independent variables (independent). A good regression model should not have a correlation
between the independent variables. Provisions in the multicollinearity test:

If the Tolerance value > 0.1 and VIF < 10, it can be interpreted that there is no multicollinearity
in the study.

If the value of Tolerance <0.10 and VIF> 10, it can be interpreted that there is a multicollinearity
disorder in the study.

Table 5. Multicollinearity Test Results
Coefficientsa

Model Collinearity Statistics
Tolerance VIF
1 (Constant)
Leverage .986 1.014
Legislative Size .857 1.166
Intergovernmental Revenue .862 1.161
Tax Income .842 1.188

Source: Results of data processing with SPSS, 2016

Based on Table 5, it can be concluded that there is no symptom of multicollinearity in the
interaction of leverage, legislative size, intergovernmental revenue and tax revenues on financial
performance because each tolerance value is above 0.10 and the VIF value is below 10.

3.3 Hypothesis Test

a. Multiple Linear Regression Analysis

The analytical technique used in this study is multiple linear regression analysis to describe the
effect of leverage, legislative size, intergovernmental revenue and tax revenue on financial
performance. The results of the regression analysis can be seen in the following table:

Table 6. Multiple Linear Regression Analysis Results
Coefficientsa

Model Unstandardized Standardized t Sig.  Collinearity Statistics
Coefficients Coefficients
B Std. Error Beta Tolerance VIF
1 (Constant) 1,702 .579 2,939 .005

Leverage -2.839 4.129 -.088 -.688 .496 .986 1.014
Legislative Size .016 .004 .561 4,105 .000 .857 1.166
Intergovernmental Revenue .094 .308 .041 .304 .763 .862 1.161
Tax Income -.059 .019 -.417 -3.024  .004 .842 1.188

Source: Results of data processing with SPSS, 2016

b. F Statistical Test

The F test is used to see the effect of all independent variables (leverage, legislative size,
intergovernmental revenue and tax revenue) on the dependent variable (financial performance)
simultaneously. This effect needs to be tested to see whether this regression model can be continued
by performing a t-test (partial) or not.

If the results of the F test have a positive effect, this regression model can be continued by
performing a t test (partial test). On the other hand, if it has no effect, then the t-test (partial test)
cannot be carried out, because all independent variables do not affect the dependent variable. The
following is a table of F test results.
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Table 7. F Test Results

ANOVADb
Model Sum of Squares df Mean Square F Sig.
1 Regression .935 4 234 5.587 .001a
Residual 1,674 40 .042
Total 2.610 44

Source: Results of data processing with SPSS, 2016

Based on the table above, it can be seen that the F test results show a significant value of 0.001
which is smaller than 0.05. This means that the F test results show the variable

independent jointly (simultaneously) has a significant influence on the dependent variable,
namely financial performance. To see what independent variables have an effect on financial
performance, a t-test (partial test) was conducted.

c. Statistical Test

The t-statistical test basically shows how far the influence of one independent variable
individually in explaining the dependent variable. The hypothesis is formulated as follows:

HO : Xi = 0, meaning that there is no significant effect of the independent variable on the
dependent variable.

H1 : Xi = 0, meaning that there is a significant effect of the independent variable on the
dependent variable.

Table 8. T-Test Results (Partial)
Coefficientsa

Model Unstandardized Coefficients Standardized T Sig.

Coefficients

B Std. Error Beta

1 (Constant) 1,702 .579 2,939 .005
Leverage -2.839 4.129 -.088 -.688 496
Legislative Size .016 .004 .561 4.105 .000
Intergovernmental Revenue .094 .308 .041 .304 .763
Tax Income -.059 .019 -417 -3.024 .004

Based on Table 8, the results of the regression test analysis state that leverage and
intergovernmental revenue do not have a partial (individual) effect on financial performance.
However, the size of the legislature and tax revenues partially have a positive and significant effect
on financial performance. Leverage has a significance value of t of 0.496 > 0.05, meaning that partial
leverage has no significant effect on financial performance. The size of the legislature has a
significance value of t of 0.000 <0.05, meaning that the size of the legislature partially has a significant
effect on financial performance. Intergovernmental revenue has a significance value of t of 0.763 >
0.05, meaning that partially intergovernmental revenue has no significant effect on financial
performance.

c. Coefficient of Determination Test

The coefficient of determination (R2) essentially measures how far the model's ability to explain
the variation of the dependent variable. The value range is 0 to 1, if the value of R2 is small, it means
that the ability of the independent variables in explaining the variation of the dependent variable is
very limited, and conversely if R2 is large (close to the value of 1), it means that the ability of the
independent variables to explain the variation of the dependent variable is large. The value of R2
can be seen in table 9 below.

Table 9. Coefficient of Determination Test Results (R2)
Model Summaryb

Model R R Square  Adjusted R Square  Std. Error of the Durbin-Watson
Estimate
1 .599a .358 .294 .20459 1,807

Source: Results of data processing with SPSS, 2016
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Based on table 9, the value of R Square (R2) is 0.358, which means 0.358 or (35.8%) the
independent variables, namely leverage, legislative size, intergovernmental revenue and tax revenue
are able to explain financial performance. While the remaining 64.2% is influenced or explained by
other variables that are not included in the research model.

4. CONCLUSION

Leverage does not have a significant effect on the financial performance of district/city governments
in Indonesia. The size of the legislature has a significant effect on the financial performance of
district/city governments in Indonesia. Intergovernmental revenue does not have a significant effect
on the financial performance of district/city governments in Indonesia. Local tax revenues have a
significant effect on the financial performance of district/city governments in Indonesia. Leverage, the
size of the legislature, intergovernmental revenue and local tax revenues simultaneously have a
significant effect on the financial performance of district/city governments in Indonesia.
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