THE USA JOURNALS

THE AMERICAN JOURNAL OF MANAGEMENT AND ECONOMICS INNOVATIONS (ISSN- 2693-0811)

VOLUME 06 ISSUE02

PUBLISHED DATE: - 02-02-2024

DOI: - https://doi.org/10.37547/tajmei/VVolume06Issue02-02

PAGE NO.: - 9-15

UNVEILING THE MEDIATING INFLUENCE OF REGIONAL
EXPENDITURE ON GROSS REGIONAL DOMESTIC

PRODUCTS

Syamsir Armawaddin
University of Halu Oleo, Kendari, Indonesia

Abstract

This study investigates the mediating role of regional expenditure on gross regional domestic products (GRDP) to
elucidate the dynamics of regional economic growth. Utilizing regression analysis and structural equation modeling,
data from various regions are examined to explore how regional expenditure channels influence GRDP. The findings
suggest that regional expenditure acts as a significant mediator between various economic factors and GRDP.
Understanding the mediating influence of regional expenditure provides valuable insights into the mechanisms
driving regional economic development and informs policymakers about effective strategies for fostering

sustainable growth.

Keywords Regional expenditure, Gross regional domestic product (GRDP), Economic growth, Mediation analysis,
Structural equation modeling, Regional development, Policy implications.

INTRODUCTION

In The intricate relationship between regional
expenditure and economic growth has long
been a subject of interest among economists,
policymakers, and researchers. As economies
become increasingly decentralized,
understanding the mechanisms through which
regional expenditure influences gross regional
domestic products (GRDP) is crucial for
fostering  sustainable development and
equitable prosperity across diverse geographic
areas. This study seeks to unveil the mediating
influence of regional expenditure on GRDP,
shedding light on the underlying dynamics
shaping regional economic performance.

At the heart of this inquiry lies the recognition
that regional economies operate within
complex networks of interdependencies,
wherein expenditure patterns play a pivotal
role in driving economic activity, stimulating

demand, and shaping resource allocation.
Regional expenditure encompasses a diverse
array of categories, including government
spending, investment in infrastructure,
consumption patterns, and interregional trade,
each exerting distinct impacts on the overall
economic landscape.

Against this backdrop, the primary objective of
this study is twofold: first, to assess the direct
and indirect effects of regional expenditure on
GRDP, and second, to explore the mediating
pathways through which regional expenditure
channels influence economic growth at the
regional level. Drawing upon theoretical
frameworks from economics, regional science,
and policy analysis, this research endeavors to
elucidate the intricate linkages between
regional expenditure patterns and GRDP
dynamics.

The significance of this inquiry lies in its
potential to inform evidence-based
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policymaking, strategic resource allocation, and
targeted interventions aimed at enhancing
regional economic vitality and resilience. By
unraveling the mediating influence of regional
expenditure,  policymakers can  better
understand how investments in key sectors,
infrastructure projects, and social programs
ripple through the economy, catalyzing job
creation, fostering innovation, and reducing
disparities across regions.

Moreover, in an era marked by heightened fiscal
decentralization and devolution of powers to
regional authorities, the need for actionable
insights into the determinants of regional
economic growth has never been more
pressing. By leveraging advanced econometric
techniques, such as regression analysis and
structural equation modeling, this study seeks
to provide empirical evidence and robust
analytical frameworks to guide policy
formulation and regional development
strategies.

In sum, this study represents a concerted effort
to unravel the complex interplay between
regional expenditure and GRDP dynamics,
offering fresh perspectives, empirical evidence,
and actionable insights to advance our
understanding of  regional economic
development. By unveiling the mediating
influence of regional expenditure, we aim to
contribute to the ongoing discourse on
sustainable growth, inclusive development, and
shared prosperity in an increasingly
interconnected and interdependent world.

METHOD

To unveil the mediating influence of regional
expenditure on gross regional domestic
products (GRDP), a systematic and iterative
process is undertaken, guided by established
methodologies in econometric analysis and
structural equation modeling. Initially, data
collection involves sourcing comprehensive
datasets encompassing regional-level economic
indicators, including regional expenditure,
GRDP figures, and relevant demographic
variables, from authoritative governmental and
statistical sources. Following variable selection

and operationalization, descriptive statistics
and correlation analyses are conducted to
explore the bivariate relationships between
regional expenditure, GRDP, and other
pertinent variables. Subsequently, multiple
regression analyses are employed to assess the
direct effects of regional expenditure on GRDP
while controlling for confounding factors.

In parallel, mediation analysis techniques are
utilized to examine the mediating effects of
intermediate variables, such as investment
levels, government spending, and consumption
patterns, on the relationship between regional
expenditure and GRDP. Through mediation
models, the indirect effects of regional
expenditure on GRDP via these intermediary
variables are assessed, elucidating the complex
pathways underlying regional economic growth
dynamics.

To further validate the theoretical model and
test the overall relationships among variables,
structural equation modeling (SEM) is
employed, enabling the  simultaneous
estimation of multiple regression equations and
latent variable relationships within a unified
statistical framework. Sensitivity analyses and
robustness checks are conducted to ensure the
stability and reliability of the findings across
different model specifications and estimation
techniques, identifying potential outliers and
influential observations that may impact the
validity of the results.

This systematic process of data collection,
variable selection, regression analysis,
mediation analysis, and structural equation
modeling enables a comprehensive exploration
of the mediating influence of regional
expenditure on GRDP. By iteratively refining the
analytical framework and validating the
statistical models, this study aims to provide
actionable insights into the mechanisms driving
regional economic growth and inform evidence-
based policymaking and regional development
strategies.

To unveil the mediating influence of regional
expenditure on gross regional domestic
products (GRDP), this study adopts a
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comprehensive methodological approach that
integrates quantitative analysis, regression
modeling, and structural equation modeling
(SEM). The methodological framework is
designed to capture the multifaceted nature of
regional economic dynamics and elucidate the
pathways through which regional expenditure
channels influence GRDP.

Data Collection:
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Variable Selection and Operationalization:

Key variables, including regional expenditure,
GRDP, and potential mediators such as
investment levels, government spending, and
consumption patterns, are identified and

The study utilizes a dataset comprising
regional-level economic indicators, including
regional expenditure data, GRDP figures,
demographic characteristics, and other relevant
variables, sourced from authoritative
governmental and statistical sources. The
dataset encompasses multiple regions over a
specified time period, allowing for a
comprehensive analysis of regional economic
trends and expenditure patterns.
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operationalized  within  the  analytical

framework. The selection of variables is guided
by theoretical considerations, empirical
evidence, and policy relevance, ensuring the
robustness and validity of the analysis.
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Regression Analysis:

Initially, descriptive statistics and correlation
analyses are conducted to examine the bivariate
relationships between regional expenditure
and GRDP, as well as other relevant variables.
Subsequently, multiple regression analyses are
employed to assess the direct effects of regional
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Mediation Analysis:

Building upon the regression analysis,
mediation analysis techniques are employed to
explore the mediating effects of intermediate
variables, such as investment levels,
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expenditure on GRDP, controlling for potential
confounding factors and covariates. This
regression analysis provides insights into the
magnitude and significance of the relationship
between regional expenditure and GRDP.

2015 2016 2017 2018

government spending, and consumption
patterns, on the relationship between regional
expenditure and GRDP. Mediation models are
constructed to assess the indirect effects of
regional expenditure on GRDP through these
intermediary  variables, elucidating the
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pathways through which regional expenditure

production

spillover

To further elucidate the complex
interrelationships among multiple variables
and test the overall theoretical model,
structural equation modeling (SEM) is
employed. SEM allows for the simultaneous
estimation of multiple regression equations and
latent variable relationships, offering a
comprehensive understanding of the mediating
influence of regional expenditure on GRDP
within a unified statistical framework.

Sensitivity Analysis and Robustness Checks:

Sensitivity analyses and robustness checks are
conducted to assess the stability and reliability
of the findings across different model
specifications, sample compositions, and
estimation techniques. Sensitivity analyses help
identify  potential  outliers, influential
observations, and model misspecifications that
may affect the validity and generalizability of
the results.

By employing a rigorous methodological
approach encompassing regression analysis,
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mediation analysis, and structural equation
modeling, this study aims to unveil the
mediating influence of regional expenditure on
GRDP. The integration of quantitative
techniques and empirical evidence facilitates a
nuanced understanding of the complex
interplay between regional expenditure
patterns and economic growth dynamics,
informing evidence-based policymaking and
regional development strategies.

RESULTS

The analysis of the mediating influence of
regional expenditure on gross regional
domestic products (GRDP) reveals intricate
dynamics shaping regional economic growth.
Regression analysis indicates a significant
positive  relationship  between regional
expenditure and GRDP, suggesting that
increased expenditure levels are associated
with higher levels of economic output at the
regional level. Furthermore, mediation analysis
unveils the mediating effects of intermediary
variables, including investment levels,
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government spending, and consumption
patterns, on the relationship between regional
expenditure and GRDP. Structural equation
modeling (SEM) confirms the indirect pathways
through which regional expenditure channels
influence economic growth, highlighting the
multifaceted nature of regional economic
dynamics.

DISCUSSION

The findings underscore the pivotal role of
regional expenditure in driving economic
growth and development across diverse
geographic areas. By investing in key sectors,
infrastructure projects, and social programs,
regions can stimulate demand, foster
innovation, and enhance productivity, thereby
fueling economic expansion and job creation.
Moreover, the mediating influence of
intermediary variables sheds light on the
nuanced pathways through which regional
expenditure impacts GRDP, highlighting the
importance of targeted interventions and
strategic resource allocation in promoting
sustainable growth.

The observed relationships between regional
expenditure, intermediary variables, and GRDP
have important policy implications for regional
development  strategies and economic
policymaking. By prioritizing investments in
critical infrastructure, human capital
development, and innovation ecosystems,
policymakers can create an enabling
environment conducive to long-term economic
prosperity and resilience. Moreover, fostering
collaboration among regional stakeholders and
leveraging public-private partnerships can
amplify the impact of regional expenditure
initiatives, maximizing their effectiveness in
driving inclusive and sustainable growth.

CONCLUSION

In conclusion, the analysis of the mediating
influence of regional expenditure on gross
regional domestic products offers valuable
insights into the dynamics of regional economic
growth. By unveiling the complex interplay
between regional expenditure patterns and

economic output, this study contributes to our
understanding of the mechanisms driving
regional development and prosperity. Moving
forward, policymakers and stakeholders can
leverage these insights to design evidence-
based interventions, allocate resources
strategically, and foster collaboration across
sectors and regions. By harnessing the
mediating influence of regional expenditure, we
can build more resilient, inclusive, and
sustainable = economies that empower
communities and promote shared prosperity
for all.
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