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ABSTRACT

This study aims to analyze the influence and effectiveness of local government budget allocations
on nine main functions in achieving SDG 11 in Indonesia, focusing on decent and affordable
housing. This study uses a quantitative method with 1,424 observations from 356
provinces/districts/cities during 2019-2023 through propositional sampling techniques, and it was
analyzed using individual regression. The study results indicate variations in the influence of
budget allocations on achieving SDG 11. The budget for public services, housing and public
facilities, tourism, and culture negatively affect SDG 11. In contrast, the budget for the
environment and education positively affects SDG 11, while the budget for the economy, health,
and social protection does not show an effect. Control variables, such as government age and
status, positively affect, while geographical location has no effect. The theoretical implications of
this study strengthen the theory that appropriate budget allocation can improve access to decent
housing, clean water, and sanitation. Practically, this study guides local governments in
formulating more effective budget allocation policies to support social development and the
achievement of SDG 11 in a sustainable manner.

Keywords: budget, SDG 11, decent and affordable housing, local government.

INTRODUCTION

The sustainable development goals (SDGs), adopted by 193 UN member
states in 2015, set out 17 interrelated goals to achieve global well-being. One of
these goals is SDG 11, which aims to make cities and human settlements
inclusive, safe, resilient and sustainable (Bappenas 2023). SDG 11 is highly
relevant in urbanization, where urban development must balance economic,
social, and environmental aspects to support a quality life for all urban
communities. However, even though the SDGs have been launched for eight
years, the implementation of SDG 11 still needs to be improved, especially in
Indonesia. The main problem lies in the need for more budgeting that optimally
supports the achievement of SDG 11. Rapid urbanization has led to high
population density in large cities, while access to decent and affordable housing
remains a significant challenge (Beccarello and Di Foggia 2022; Sengupta and
Sengupta 2022). In addition, waste management, public transportation, and public
facilities often need to be improved to meet the community's increasing needs.

The challenges of budgeting at the local government level significantly
hinder the progress of sustainable development, particularly SDG 11, which
focuses on making cities and human settlements inclusive, safe, resilient, and
sustainable. In Indonesia, these challenges are compounded by corruption,
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inefficiency, and the lack of transparency in budgetary practices. Previous
research has indicated that although budgets are meant to be a strategic tool for
achieving sustainable development, their impact on SDG 11 remains inconsistent.
For instance, budget allocations for sectors related to housing and settlements,
central components of SDG 11, often fall short of addressing Indonesia’s growing
urbanization and housing needs (Silvia and Myrna 2023).

Empirical studies have further highlighted the disparities in budget
allocation patterns and their implications for achieving SDG 11. David et al.
(2024) found that elections for regional heads significantly influence the
allocation of budgets, with social functions and public facilities receiving higher
funding during election periods. However, this pattern often comes at the cost of
economic functions vital for long-term sustainability. Meanwhile, studies by the
International Budget Partnership 2021 emphasized the role of budget credibility in
achieving SDG, pointing out that while specific social protection programs have
seen budget increases, local governments often struggle with inefficient budget
execution and planning, further undermining SDG 11 goals.

This problem is compounded by challenges in budgeting practices at the
local government level. Although public budgets are supposed to be a strategic
tool for achieving inclusive and sustainable development, corruption, inefficiency,
and lack of transparency remain significant obstacles (Salmon et al. 2022).
Previous research has shown that budgets for different sectors can support
sustainable development, but their impact on SDG 11 is often inconsistent. For
example, a study by Aliva and Ilhamsyah (2021) found that budget allocations in
Indonesia are often insufficient for adequate housing and settlements, which are
central to SDG 11. Furthermore, a study by Karyoto, Wiranti, and Putera (2024)
also found that despite increased budgets for public infrastructure, housing quality
in certain areas remains low, indicating an imbalance in budget distribution and
utilization. Another study revealed Arianto and Nantabah (2020) that despite
increased budget allocations for the health and education sectors, housing and
infrastructure sectors are often neglected, hampering the achievement of SDG 11.
Thus, inconsistency in budget allocation and lack of effectiveness in its utilization
are significant problems in achieving SDG 11 (Mansir 2019).

Several international studies have discussed the successes and challenges
in achieving SDG 11. For example, Cohen (2006) discusses the challenges of
urbanization in developing countries, while at the same time, Larsen et al. (2016)
highlight the importance of cross-sectoral policy integration for sustainable urban
development. On the other hand, it reveals the difficulties policymakers face in
designing the proper budget to achieve SDG targets, including SDG 11 (Guariso,
Castafieda, and Guerrero 2023). However, these studies mainly focus on the
global context or developed countries, with little attention to local government
budget patterns in Indonesia. This study is novel in its analytical approach that
focuses on the functional budget patterns of local governments, which have not
been widely studied in the Indonesian context. Using quantitative data-driven
methods, this study aims to identify specific indicators that influence decent and
affordable housing and evaluate inconsistent relationships compared to previous
studies.

The urgency of this research lies in the fact that, according to data from
the BPS website, 63.15% of households in Indonesia have access to decent
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housing. However, more than 40% still face significant challenges in meeting
these basic needs. Despite various programs and policies, there remains a research
gap in understanding how budgetary allocations at the local government level
directly influence the achievement of SDG 11, particularly in providing affordable
and inclusive housing. This study addresses this gap by employing a novel
analytical approach focusing on functional budget patterns, a perspective
underexplored in the Indonesian context. This research highlights critical
inefficiencies by identifying specific budgetary indicators and evaluating their
inconsistencies. It provides strategic policy recommendations to local
governments to increase access to decent housing and support the achievement of
SDG 11 more efficiently and sustainably.

LITERATURE REVIEW

Agency Theory

Agency theory provides an analytical framework for understanding the
relationship between principals and agents in an organizational context, with a
primary focus on issues of information asymmetry and goal alignment between
the two parties, although principals often face limitations in verifying agents'
actions directly (Jensen and Meckling 1976). In the context of local government
in Indonesia, this theory can explain how local government budgets are managed
by the bureaucracy (as an agent) on behalf of the community (as a principal) to
achieve outcomes that are in line with sustainable development policies,
incredibly sustainable development goals (SDGs) 11, which focuses on inclusive,
safe, resilient, and sustainable cities and settlements (Mitnick 2021).

Sustainable Development

SDG 11 emphasizes the importance of creating inclusive, safe, resilient
and sustainable cities and communities, with adequate and affordable housing as a
key indicator of success (Jain, Gue, and Jain 2023). T Providing adequate housing
is particularly acute in countries facing rapid urbanization, where demand for
housing is increasing (Dea, Kaleka, and Ngaku 2024). Adequate housing
encompasses not only the physical quality of buildings but also access to essential
services such as clean water, sanitation and a healthy environment, which are
prerequisites for a quality life (Bedi and Coffie 2020). Affordable housing has a
strategic role in reducing social disparities and improving the welfare of urban
communities (Prakash et al. 2020). To achieve this, effective government and
private sector collaboration is needed to develop affordable housing, especially in
cities with significant population growth. In addition, access to adequate housing
contributes to social and economic stability by encouraging people to live and
work in safe and supportive environments (Feng et al. 2023; Peterson and Rojo-
Mendoza 2023). Therefore, achieving the SDG 11 target of adequate and
affordable housing requires holistic urban planning policies and the active
participation of various stakeholders. This approach will be key in addressing
housing challenges and realizing inclusive and sustainable urban development.

E' E pISSN 2549-3086 318
'i' elSSN 2657-1676
https://ejournal.stiesyariahbengkalis.ac.id/index.php/jas


http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/
https://ejournal.stiesyariahbengkalis.ac.id/index.php/jas
http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/
http://creativecommons.org/licenses/by-nc-sa/4.0/

JAS (Jurnal Akuntansi Syariah)
December 2024, Vol.8, No.2: 316-340

Budgeting Effectiveness

Budget effectiveness is one of the keys to achieving sustainable urban
development. Appropriate budget allocation allows the optimization of limited
resources to achieve predetermined development targets (Pasoloran and Wibisono
2022). Budget effectiveness highly depends on the government's ability to
formulate relevant policies and allocate funds proportionally according to
development needs (Augustine 2022). Budget allocations across the nine core
functions—public services, security, economy, environment, housing, health,
tourism, education, and social protection—strategically support development
goals. For example, the budget for housing and public facilities directly
contributes to providing adequate and affordable housing (Hege, Brimont, and
Pagnon 2019). While the budget for the environmental function supports the
creation of healthy green spaces and improves air quality in urban areas (Apriani
et al. 2023). In addition, budget allocations for security and social protection
functions enhance social stability and community well-being, thereby creating
inclusive and resilient cities (James et al. 2018). Effective budget management not
only improves efficiency but also supports the sustainability of urban
development in line with the principles of SDG 11 (David et al. 2024).

Hypothesis Development

The budget for public service functions, which includes investment in
basic infrastructure such as roads, lighting, and other public facilities, has a
positive influence on the achievement of SDG 11 in Indonesia. Agency theory
explains that the relationship between the government (as the principal) and
public service providers (as agents) involves the management of resources to meet
public interests, including developing basic infrastructure that supports decent
housing. A study by Basavalingaiah et al. (2020) reveals that infrastructure
investment is important for creating a livable environment and improving the
community's quality of life. Goddard and Mkasiwa (2016) found that public
infrastructure development improves the quality of sustainable settlements. Based
on agency theory, efficient budget allocation for this sector allows SDG 11 to be
achieved. H1: The public service function budget positively affects SDG 11
achievement.

The budget for security and order functions that focus on improving the
security system and law enforcement can contribute to the achievement of SDG
11 because good security creates a livable environment. In the context of agency
theory, the government, as the principal, is responsible for allocating the budget
appropriately to ensure public security. A high level of security is associated with
improved quality of life and community satisfaction with their place of residence
(Frederikse et al. 2016). Increased security improves the housing quality and the
sustainability of settlements (Mead and Sarkar 2014). H2: The budget for security
and order functions positively affects SDG 11 achievement.

The economic function of the budget, which includes investment in local
economic development, job creation, and improving the community's economic
conditions, has a positive effect on the achievement of SDG 11. Agency theory
explains that the government acts as a principal who manages the budget to ensure
the achievement of economic development goals, which improves the
community's housing quality and living conditions. Syafitri, Sudirman, and
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Sugianto (2020) state that local economic development can improve the quality of
life, while Mirzamani, Naderi—Beni, and Mohammadian (2022) emphasize that a
growing economy can improve the community's ability to meet housing needs.
H3: The economic function budget positively affects SDG 11 achievement.

The budget for environmental functions, which includes investment in
environmental management and natural resource protection, has a positive
influence on the achievement of SDG 11, given that good environmental quality
supports healthy and sustainable housing. Within the agency theory framework,
the government (principal) manages the budget to protect the environment and
improve the community's quality of life (agent). Naidoo et al. (2021) showed that
good environmental management improves housing quality. Aini, Rahmawati,
and Sumarsono (2023) state that a healthy environment can reduce disaster risks
and support sustainable living. H4: The budget for environmental functions
positively affects SDG 11 achievement.

The budget for housing and public facilities functions, including housing
construction and providing basic facilities such as clean water and sanitation, play
a major role in achieving SDG 11. Agency theory emphasizes the role of
government in allocating resources to provide basic community needs, including
adequate housing and public facilities. Polzer, Nolte, and Seiwald (2023) state that
budget allocation for this sector is important to create a livable environment.
Jones and Slack (2010) show that investment in the housing and public facilities
sector improves the quality of life. H5: The budget for housing and public
facilities functions positively affects SDG 11 achievement.

The budget for health functions that focuses on providing health services
and medical facilities can contribute positively to the achievement of SDG 11.
Agency theory explains that the government, as the principal, allocates resources
to ensure a better quality of life through improving health services. Li, Khalili,
and Cheng (2019) found that good health improves the quality of life, which
supports healthy and sustainable housing. Menshawy, Shafik, and Khedr (2016)
stated that improving health services can improve the socio-economic conditions
of the community, which, in turn, impacts the housing quality. H6: The health
function budget positively affects SDG 11 achievement.

The budget for tourism and cultural functions, which contribute to the
development of attractive cities and increase the attractiveness of residential areas,
can play a role in achieving SDG 11. Agency theory suggests that the
government, as the principal, manages the budget to improve the tourism and
cultural sectors, which, in turn, supports the community's quality of life. The
development of the tourism sector can improve city infrastructure and the
community's quality of life (Jolly and Budke 2023). Barasa et al. (2017) also
stated that the cultural sector can improve the community's quality of life by
developing better infrastructure and public facilities. H7: The budget for tourism
and cultural functions positively affects SDG 11 achievement.

The budget for education functions that focus on improving access and
quality of education can contribute to the achievement of SDG 11 because good
education can improve the community's quality of life and support better social
development. In Agency theory, the government (as the principal) manages the
budget to improve the quality of education, which positively impacts the
community's socio-economic conditions. Liu, Jiang, and Liu (2023) show that
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quality education can increase economic opportunities, while Tyagi et al. (2021)
state that good education can reduce social inequality, increase opportunities for
obtaining decent housing, and contribute to the achievement of SDG 11. H8: The
budget for education functions positively affects SDG 11 achievement.

The budget for social protection functions, including programs to support
vulnerable and poor groups, is essential to ensure everyone has access to adequate
housing. Agency theory explains that the government acts as a principal that
manages the budget to support vulnerable groups, thereby reducing inequality in
access to housing. Zhang, Yan, and Zhang (2023) show that social protection can
help reduce poverty and support vulnerable groups in obtaining adequate housing.
A strong social safety net can support the achievement of SDG 11 by providing
access to adequate housing for all groups. H9: The budget for social protection
functions positively affects SDG 11 achievement.

Independent variable

Budget

General Public Services

Security and Order ~Hi
Functions . N

Economic Functions N ~
- Dependent variable

Environmental

) R Sustainable Development Goal
Funetions

(SDGs 11)
Housing and Public
Facilities Functions EJ i" -
B " e /
Health Functions - / /f
i y, : —
Tourism and Culture //’ Hs // // | Ages (Age of Government) | | Mun (Government Status)
Functions s /
/ 4 Island (geographical location
Education Functions // of government)
/
i

Social Protection Control variable
Functions

Figure 1 Research Model Framework
METHOD

This study uses a quantitative method with individual regression tests on
each indicator of variable x and data normality tests as supporting data to analyze
the effect of functional budget spending patterns (x) on the achievement of SDG
11 (y) in Indonesia. A quantitative approach with the collection of numerical data
that can be analyzed statistically to test the formulated hypothesis. The
propositional sampling technique is used, where samples are selected based on
specific criteria relevant to the study. With this method, researchers can obtain
more precise and relevant data. In addition, statistical analysis is carried out using
Stata as a tool, which allows efficient and accurate data processing and the
application of various statistical tests to test the relationship between variables.
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The Research Model explains and predicts how changes in one variable will affect
other variables. The following is an empirical research model:

SDG11iy = a + PPubservii + [Securityi + BEconomi: + PBEnvironi +
BHousfacit + BHealth;: + BTourscultic + BEducatei: + BSocialptcic + BAgesit +
BMun;: + Blslandi: + €.

Table 1 Research Sample

Information Amount Percent
Number of districts/cities/provinces 542 100
No public service budget data available 57 10.51
No security and order budget data available 15 2.76
No economic budget data available 1 0.18
No environmental budget data available 12 2.21
No housing and public facilities budget data available 10 1.84
No health budget data available 0 0
No tourism and culture budget data available 85 15.68
No education budget data available 0 0
No social protection budget data available 3 0.55
Final sample size 356 65.27

Table 1 shows data on local governments in Indonesia, with a population
size of 542, 415 districts, 92 cities, and 34 provinces in 2019-2022. Several local
governments do not have complete data, namely: public service budgets of 60,
security and order budgets of 15, economic budgets of 1, environmental budgets
of 12, housing and public facilities budgets of 10, health budgets of 0, tourism and
culture budgets of 85, education budgets of 0, and social protection budgets of 3.
These data limitations resulted in the final sample used in this study being 356
observations, equivalent to 65.27% of the total local governments in Indonesia in
the observation year. The final observation data amounted to 1,424 with the
proportional sampling method. The data used came from the Ministry of Finance
of the Republic of Indonesia for budget function pattern data and from the
Bappenas website for SDG indicator 11.

Table 2 Operational Variables

Name Formula/Measurements Scale  Source
Sustainable Percentage data (%) of achievement Ratio  National
Development  of SDG 11 indicators residence Development
Goals decent and affordable Planning
Agency
Public Pubserv = Ratio  Ministry
Services LN x [Total budget function area] Finance
Security and Security = Ratio  Ministry
Order LN x [Total budget function area] Finance
Economic Econom = Ratio  Ministry
LN x [Total budget function area] Finance
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Name Formula/Measurements Scale  Source
Environmental Environ = Ratio  Ministry
LN x [Total budget function area] Finance
Housing and Housfac = Ratio  Ministry
Public LN x [Total budget function area] Finance
Facilities
Health Health = Ratio  Ministry
LN x [Total budget function area] Finance
Tourism and Tourscult = Ratio  Ministry
Culture LN x [Total budget function area] Finance
Education Educate = Ratio  Ministry
LN x [Total budget function area] Finance
Social Socialptc = Ratio  Ministry
Protection LN x [Total budget function area] Finance
Ages of (Ages) measured with use natural Dummy Ministry
Government logarithm (LN) of the year stand until of Home
year final Affairs
Government (Mun) is measured with using Dummy Ministry
Status dummy, "2" if it has province status, of Home
"1" if it has city status and "0" Affairs
otherwise
Geographical  (Island) is measured using a dummy, Dummy Ministry
Location of namely if “1” regional government of Home
Government status city and “0” otherwise Affairs

RESULTS AND DISCUSSIONS

Table 3 Descriptive Statistical Results

Variables Obs Mean Std. Dev Min Max
SDG11 1,424 56.80 18.52 0.5 93.73
Pubserv 1,424 27.07 0.65 25.8 30.67
Security 1,424 23.22 1.16 17.74 28.68
Econom 1,424 25.57 0.82 23.66 29.91
Environ 1,424 23.50 1.23 17.91 29.64
Housfac 1,424 25.00 1.55 19.12 30.11
Health 1,424 26.29 0.65 24.53 30.25
Tourscult 1,424 22.45 1.43 16.26 27.76
Educate 1,424 26.72 0.81 24.84 30.81
Socialptc 1,424 23.10 1.24 17.17 28.93
Ages 1,424 43.63 23.87 5 72
Mun 1,424 0.30 0.58 0 2
Island 1,424 0.21 0.41 0 1

Source: secondary data (processed, 2024)
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Table 3 illustrates the average sample budget of IDR 222.92 trillion,
indicating the number of 9 functional budget patterns used with the largest budget
in the public service budget function indicator, meaning that budget priorities are
allocated to public services, which, of course, are to increase benefits in public
services. SDG 11 shows that 56.80% of households have decent and affordable
housing in Indonesia, reflecting moderate achievements. The average age of local
governments is 43.63 years, indicating the dominance of local governments
established before the 1998 reform. Most samples come from districts, with an
average of 0.21 islands in the survey area. This information is important for
understanding the research context and interpreting the results of further analysis.

Data Normality Test

The standardized normal probability plot (p-plot) is a convenient method
for testing normality due to its ability to visually detect deviations from a normal
distribution, especially in medium to large data sets. For testing normality, this
plot is used by many studies as an effective visual aid in checking the distribution
of data against a normal distribution. The plot can detect deviations from
normality by comparing the data’s quantiles with the normal distribution's
quantiles. Chandra (2018) adds that this plot makes it easy to identify whether the
data follows a normal pattern, with the data points having to align with the
diagonal line. In addition, this plot shows that it is very useful for detecting
deviations in the distribution’s tails, which formal testing may not detect (Haines
and Scheelbeek 2020).

5

Figure 2 Normality Test of Function Budget Pattern (X)
Source: secondary data (processed, 2024)
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Figure 3 Normality Test of SDG 11 (Y)
Source: secondary data (processed, 2024)
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Figure 4 Normality Test of Control Variables
Source: secondary data (processed, 2024)
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Based on the normality test results of the 10 variables that have been
carried out (Figures 2, 3, and 4), most variables follow a normal distribution. This
can be seen from the normal probability plot graph, which shows that the data
points generally follow a straight line, indicating a normal distribution. However,
it should be noted that several variables show slight deviations, especially in the
right tail, which indicates the possibility of some extreme data (outliers). While
the control variables are categorical (e.g., gender, age group), by definition, these
variables do not follow a continuous normal distribution.

Hypothesis Test
Table 4 Hypothesis Test Results
Hypothesis Coefficient P-Values Results
H1: Pubserv — SDG11 -10.826 0.000 Rejected
H2: Security — SDG11 0.228 0.701 Rejected
H3: Econom — SDGI11 1.154 0.216 Rejected
H4: Environ — SDG11 2.245 0.000 Accepted
H5: Housfac — SDG11 -1,420 0.002 Rejected
H6: Health —» SDG11 -1.294 0.426 Rejected
H7: Tourscult — SDG11 -0.714 0.081 Rejected
H8: Educate — SDG11 6.212 0.000 Accepted
H9: Socialptc — SDG11 -0.162 0.802 Rejected
Ages — SDG11 0.171 0.000 Accepted
Mun — SDG11 7,042 0.000 Accepted
Island — SDG11 2,609 0.059 Rejected

Source: secondary data (processed, 2024)

Table 4 indicates that the function budget variable has a varying influence
on the achievement of SDG 11 in Indonesia. The public service budget negatively
and significantly affects SDG 11 with a coefficient of -10.826 and a p-value of
0.000, so hypothesis H1 is rejected. While the security and order budget and the
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economic budget do not affect SDG 11, with p-values of 0.701 and 0.216,
respectively, hypotheses H2 and H3 are rejected. The environmental budget
positively and significantly affects SDG 11, with a coefficient of 2.245 and p-
values of 0.000, so hypothesis H4 is accepted. However, the housing and public
facilities budget negatively and significantly affects SDG 11, with a coefficient of
-1.420 and p-values of 0.002, so hypothesis H5 is rejected. The health and
tourism-culture budgets do not affect SDG 11, with p-values of 0.426 and 0.081,
respectively, so hypotheses H6 and H7 are rejected. On the other hand, the
education budget positively and significantly affects SDG 11, with a coefficient of
6.212 and p-values of 0.000, so hypothesis H8 is accepted. While the social
protection budget does not affect SDG 11, with p-values of 0.802, hypothesis H9
is rejected. The control variables age and mun positively and significantly affect
SDG 11, with p-values of 0.000 and coefficients of 0.171 and 7.042, respectively.
In contrast, the island does not affect SDG 11, with p-values of 0.059.

Impact of Public Service Function Budget on Achieving SDG 11

The public service function budget negatively affects SGD 11, meaning
that the higher the public service budget function, the achievement of SGDs11,
exceptionally decent and affordable housing, will decrease. The public service
function budget can have a negative effect; even though the public service budget
should improve the quality of services, inefficient or inappropriate allocations can
hinder the achievement of decent and affordable housing. Worrall (2009) revealed
that the broad scope of public services makes the budget not specifically prioritize
decent and affordable housing. These results indicate that in addition to budget
effectiveness, it is essential and must be in line with the accuracy of its targets.
This analysis aligns with agency theory, where the government, as an agent,
allocates resources according to public interest. If the allocation is carried out
ineffectively, the impact is reflected in the delay of strategic projects.

The reality on the ground supports these findings. Bureaucratic constraints
and weak coordination between institutions often trigger delays in infrastructure
projects. This research data confirms that low budget absorption in several regions
is correlated with declining achievement of SDG 11. This condition further
emphasizes the importance of budget transparency and strict supervision to
minimize the risk of project failure (Semuel et al. 2019). The study also shows the
negative impact of weak budget management on the accessibility of public
services. This supports the findings of Maizunati (2017), who emphasizes that
poor budget targeting will hinder the realization of decent and affordable housing
for local communities. From the perspective of variable theory, the relationship
between budget management and the achievement of SDG 11 illustrates a direct
relationship between input (budget) and output (public infrastructure). However,
its impact is influenced by the effectiveness of implementation in the field. This
shows that bureaucratic reform and community participation are fundamental in
increasing accountability and efficiency of budget use.

Impact of Security and Public Order Function Budget on Achieving SDG 11
The security and order function budget does not affect SDG 11, meaning

that there is no direct impact of the security and order budget on achieving SDG

11, which is exceptionally decent and affordable housing. The security and order
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function focuses on social stability and law enforcement, which, although
important, do not directly impact decent housing and urban infrastructure
indicators. This finding is to the results of the study by Wijayanti and Mingus
(2022) showing that although cybersecurity spending is important for stability, its
relatively small allocation in Indonesia has not had a significant impact on other
sectors such as housing and urban infrastructure; this causes the budget not to
affect the achievement of SDG 11. In this case, agency theory is relevant; where
the government as an agent is responsible for ensuring that budget allocations are
used efficiently to serve the public interest, in line with the fact that the security
and order budget has no effect, then its achievements are by its actual function
(Olanrewaju and Adegun 2021).

In the field of implementation, many security initiatives tend to focus on
traditional aspects, such as procurement of equipment or improvement of
facilities, but pay less attention to prevention programs that involve the
community. This is an obstacle to creating inclusive and safe cities, which is one
of the goals of SDG 11 indicators of decent and affordable housing. Tsekeris
(2012) highlights that urban safety issues are a priority for the security and order
budget, so they do not contribute to SDG 11 indicators of decent and affordable
housing. This study also supports Ramadhan, Prabowo, and Sadik (2021) findings
that indicate the main priorities in the urban security management approach.
Community-based programs, such as community-based neighborhood patrols or
security education for vulnerable groups, are more effective in creating safe and
inclusive urban environments but not specifically for decent and affordable
housing indicators. Therefore, to achieve SDG 11, a more targeted budget is
needed, and its implementation is optimized.

Impact of the Economic Function Budget on Achieving SDG 11

The economic function budget does not affect SGD 11, meaning that this
budget has no direct impact on achieving SDG 11, especially decent and
affordable housing. The economic function budget may be more focused on
general economic growth, such as increasing GRDP, without specifically
supporting the development of decent housing infrastructure (Hanushek and
Woessmann 2015). Budget allocation and government spending have a positive
effect on economic growth (GRDP) as well as affecting the Human Development
Index (HDI), especially related to aspects of education and health, but not directly
on decent housing (Fitramadhana 2022). These findings support the view of
Siburian (2020) that economic investment without a structured, sustainable
development program is not enough to support the achievement of inclusive, safe,
resilient and sustainable cities. In the context of agency theory, governments have
a responsibility as agents to ensure that economic spending promotes growth and
supports sustainable infrastructure. The study also found that the success of the
budget’s economic function depends largely on the extent to which its programs
support sustainable development principles (Usman, Usman, and Sugianto 2016).
Budgets focusing on green infrastructure development, community-based
economic development, and inclusive job creation have proven to be more
effective in supporting SDG 11 than budgets geared solely towards improving
aggregate economic growth indicators.
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Impact of Environmental Function Budget on Achieving SDG 11

The environmental function budget positively affects SGD 11, meaning
that the higher the environmental function, the higher the achievement of SGD 11,
especially decent and affordable housing. Research by Kanlayanatam, Kongsin,
and Kittipongvises (2022) found that the environmental function budget positively
impacts environmental quality, which is in line with the objectives of SDG 11.
This is because investment in environmental functions supports urban
sustainability through water management, sanitation, and climate change
mitigation, thereby supporting the goal of decent housing (Rasul 2016). This
study reveals that a larger budget allocation for environmental functions
significantly impacts achieving SDG 11, particularly in creating inclusive, safe,
resilient and sustainable cities. This finding is consistent with research by Basha-
Jakupi, Kuleta, and Navakazi (2022), which shows that increasing budget
allocation for environmental programs contributes to improving environmental
quality and sustainable infrastructure, such as reducing pollution and providing
green open spaces.

In the context of agency theory, governments have a responsibility as
agents to manage environmental budgets efficiently to meet the interests of
society. The study also found that budgets supporting green infrastructure
projects, such as city parks and eco-friendly transport routes, can improve
mobility and sustainable livability in urban areas. Cities that invest in climate
change mitigation programs, including renewable energy and sustainable urban
design, show more significant success in achieving SDG 11 targets (Congge,
Bahri, and Nurhidayat 2023). Other empirical references, such as research by
Aini, Rahmawati, and Sumarsono (2023), show that increasing the budget for
disaster risk management in developing cities has reduced disaster losses by up to
40% while increasing the adaptive capacity of communities to climate change.
This data strengthens the finding that well-designed environmental budgets not
only provide ecological benefits but also improve the welfare of urban
communities.

Impact of Housing and Public Facilities Budget on Achieving SDG 11

The budget function of housing and public facilities negatively affects
SGD 11, meaning that the higher the budget function of housing and public
facilities, the achievement of SGD11, especially decent and affordable housing,
will decrease. This result is surprising because this function should support decent
housing. Possible causes are inefficiencies in budget use or programs that are not
on target. Purwanto (2020) found that the environmental budget has a negative
and insignificant effect on environmental quality, which may reflect similar
problems in allocating the housing and public facilities budget. The study shows
that adequate budget allocation for the housing and public facilities sector is
crucial in achieving SDG 11, especially in providing adequate housing and
inclusive public facilities. This finding is consistent with the results of studies by
Zhong et al. (2017) that highlight that this sector's lack of budget allocation can
hinder people's access to basic housing and infrastructure needs.

In the agency theory framework, even though the government has
allocated a budget, the mismatch between planning and implementation in the
field often results in inefficiency. This is supported by research by Landis and
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McClure (2010), which shows that inappropriate budget allocation, especially in
housing development for low-income communities, causes housing projects to fail
to provide significant impact. For example, data shows that several housing
projects fail to meet quality and accessibility standards due to weak coordination
between related agencies. This study also supports the findings of Glaeser and
Gyourko (2005), which highlight that even a large budget will not produce
optimal results without adequate planning and implementation. Field research
reveals that a holistic approach that includes social, economic, and environmental
needs in housing planning can improve the program's success. This includes
providing integrated public facilities, such as transportation, green open spaces,
and clean water infrastructure, all contributing to SDG 11. Empirical research
Buckley (2005) strengthens this finding by showing that countries that allocate at
least 25% of their urban development budget to housing and public facilities have
increased access to adequate housing by 30% in the last five years. This reflects
the importance of budget allocations that are not only adequate but also targeted
to specific and inclusive goals.

Impact of Health Function Budget on Achieving SDG 11

The health function budget does not affect SGD 11, meaning that the
health budget does not directly impact SDG 11, especially decent and affordable
housing. The health function focuses more on individual services, such as access
to health and treatment, which are less directly related to indicators of decent
housing and urban infrastructure. Agency theory suggests that the problem of
using the health function budget for SDG 11 in Indonesia is related to inefficient
allocation and weak accountability, not merely the budget size itself. Research by
Yusdita et al. (2018) found that allocating the health budget positively affects the
human development index (HDI) but not directly on decent housing. This study
shows that budget allocation in the health sector plays an important role in
supporting the achievement of SDG 11. However, its effectiveness highly depends
on cross-sectoral coordination and integrated development strategies. This finding
supports research by Sullivan et al. (2014) that states that the health budget,
although significant, will not provide optimal impact without planning and
targeted interventions. From the perspective of budget effectiveness, large
allocations of funds to the health sector do not always directly result in
improvements in urban infrastructure or the provision of adequate housing. Many
health problems in urban environments, such as poor air quality, inadequate
sanitation, or lack of green open spaces, require a cross-sectoral approach that
integrates the health, environment, and housing sectors to produce tangible results
(Aftab et al. 2020).

Health strategies focusing solely on improving medical services without
improving social determinants of health, such as access to adequate housing and a
healthy environment, tend to be less effective in supporting SDG 11 (McGuire et
al. 2019). For example, cities that allocate health budgets to support
environmental sanitation and air pollution management programs have recorded
significant decreases in the number of environmentally related diseases while
improving the quality of life of urban residents. The study also found that health
investments integrated with sustainable development programs, such as providing
sound drainage systems or technology-based waste management, provide double
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benefits. In addition to improving public health, this also supports the
achievement of SDG 11, namely, safe, resilient and inclusive cities. Empirical
references from the study Giles-Corti, Lowe, and Arundel (2020) revealed that
countries that successfully integrated health budget allocations with sustainable
development policies showed significant improvements in 11 SDG indicators,
such as access to adequate housing and reduction of environmental health-related
disaster risks.

Impact of Tourism and Culture Function Budget on Achieving SDG 11

The tourism and culture function budget does not affect SDG 11, which
means that the tourism and culture function budget has no direct impact on the
level of achievement of SDG 11, especially decent and affordable housing.
Although the tourism and culture sector can support urban development, the
budget for this function may be more focused on activities that are not directly
related to decent housing and urban infrastructure. Research by Putri, Wardiyanto,
and Suaedi (2020) found that the tourism budget does not affect environmental
quality, which may reflect similar problems in the allocation of housing and
public facilities budgets. The study shows that the tourism and culture sector have
great potential to support economic growth and cultural preservation. However, its
impact is highly dependent on effective management and sustainability-oriented
policies. This finding aligns with research by Pinho and Gomes (2024) that
confirms that without clear policies to mitigate negative impacts on the
environment and society, budget allocations for the tourism and culture sector
often do not produce significant results regarding housing. The ineffectiveness of
tourism and culture budgets towards SDG 11 often occurs due to failures in
planning, coordination, and implementation in line with sustainable development
goals. From an agency theory perspective, improving the relationship mechanisms
between communities and governments and increasing budget accountability are
key steps to increase the impact of SDG 11.

The tourism and culture sector tends to focus more on economic and social
aspects. However, to contribute more to SDG 11, its budget must be integrated
with environmentally conscious urban development policies (Gallego-Sosa,
Fernandez-Torres, and Gutiérrez-Fernandez 2024). For example, developing
tourism areas that pay attention to environmental sustainability, such as the
provision of green transportation and good waste management, can increase the
sector's contribution to creating inclusive, safe and sustainable cities. The study
also found that community-based initiatives in the tourism sector can support the
achievement of SDG 11 by empowering local communities, preserving cultural
heritage, and increasing the inclusiveness of urban development. Empirical
studies Putri, Wardiyanto, and Suaedi (2020) show that cities that allocate tourism
budgets for local community training and cultural preservation see a community-
based economy increase of up to 25% while reducing social inequality. Additional
references from the analysis Romaniv (2023) note that tourism to support urban
revitalization—for example, by conserving historic areas—has increased tourist
appeal and spurred public infrastructure investment in several major cities
worldwide. These impacts suggest that budget policies integrated with cultural
preservation programs can more effectively support the achievement of SDG 11.
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Impact of the Education Function Budget on Achieving SDG 11

The education function budget positively affects SDG 11, meaning that the
higher the budget allocated to education, the higher the level of achievement of
SDG 11, which is exceptionally decent and affordable housing. Education
increases community awareness and capacity to support decent housing and
sustainable urban infrastructure. Education makes the opportunity for material
ability more secure. Thus, individuals are more likely to obtain decent and
affordable housing (Wu and Sun 2023). This study shows that budget allocation
for education, mainly focusing on sustainability, significantly impacts achieving
SDG 11. Investment in sustainability education can raise public awareness of the
importance of inclusive, resilient and sustainable urban development (Musekiwa
and Mandiyanike 2019). Education shapes public understanding and enhances
their skills to contribute to environmentally friendly urban planning and
sustainable infrastructure. Agency theory views that the positive impact of the
education budget on SDG 11 in Indonesia is highly dependent on how the
government, as the principal, can ensure that the agent works according to its
goals. Transparency, appropriate incentives, and effective oversight are the keys
to success in managing the education budget to support the achievement of
sustainable communities and cities.

Education is vital in driving innovation, such as developing energy-
efficient homes, green transportation technologies, and community-based
approaches to urban planning. These findings suggest that effective allocation of
education budgets can create a generation that is more aware of urban
development challenges and can create innovative solutions. In addition, research
shows that sustainability education can motivate communities to become more
actively involved in greener urban development. Community-based training
programs and the integration of sustainability into educational curricula have
increased community engagement in local initiatives, such as inclusive public
space planning and participation in waste management projects. Countries
allocating more than 15% of their education budget to sustainability-based
programs recorded significant improvements in 11 SDG indicators, such as
reducing air pollution, managing green spaces, and accessing sustainable public
transportation. This reinforces the importance of a holistic and sustainability-
based approach to education in supporting better urban development.

Impact of Social Protection Function Budget on Achieving SDG 11

The social protection function budget does not affect SDG 11, which
means that the social protection function budget does not have a direct impact on
the level of achievement of SDG 11, especially decent and affordable housing.
The social protection function focuses more on individual social needs, such as
social assistance, which is less directly related to wurban infrastructure
development or decent housing. Research by Dou et al. (2023) found that social
protection function spending has no significant impact on environmental quality,
which is relevant to SDG 11. This study shows that although the budget for social
protection plays an important role in ensuring the welfare of vulnerable groups, its
impact on sustainable urban development is still indirect. This finding supports
research by Mualam and Sotto (2020) that highlights that social protection focuses
more on providing basic needs such as financial assistance or food. However, its
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contribution to infrastructure development or improving environmental quality in
urban areas is relatively minimal. Agency theory emphasizes the importance of
aligning incentives between principals and agents and ensuring adequate
monitoring and evaluation. If the issues identified by agency theory can be
addressed, the effectiveness of social protection budgets in supporting the
achievement of SDG 11 can be increased.

For social protection to significantly impact achieving SDG 11, there
needs to be a policy that integrates social protection programs with sustainable
development goals. For example, a housing assistance program for low-income
communities designed with sustainability principles, such as using
environmentally friendly materials, can help improve the quality of life while
supporting inclusive and sustainable urban development. Without policies that
lead to sustainable urban development, social protection budgets will not directly
impact SDG 11. Integrating social protection programs with the development of
inclusive public facilities, environmentally friendly transportation, and green
infrastructure can create synergies that support safe and resilient cities. Empirical
research Barber (1994) shows that countries that allocate social protection budgets
to support community-based housing programs and access to public transport
show improvements in SDG 11 indicators, such as reducing urban social
inequality and increasing access to public facilities. These findings underscore the
importance of a cross-sectoral approach in managing social protection budgets.

Explanation of the Influence of Control Variables

The length of the government's term of office significantly impacts the
success of implementing sustainable development programs. Governments with
longer terms of office tend to be able to design more strategic and mature policies,
thus enabling long-term programs that support the achievement of SDG 11. This
is in line with the findings of Loukakis, Kalogeraki, and Kokkinou (2023), who
state that the age of the government contributes to the effectiveness of
implementing sustainable urban development programs. In addition, the status of
local governments also plays an important role in determining the capacity to
implement effective policies. Provincial governments, for example, have greater
access to financial and technical resources, allowing them to collaborate across
sectors to develop green infrastructure and improve public services. Higher local
government status often strengthens managerial capacity and program exploration
power, which ultimately supports the achievement of sustainable development
targets (Danescu and Popa 2020). However, the findings also show that
geographical challenges do not affect the success of achieving SDG 11.
Managerial capacity and inter-agency collaboration capabilities are more
important than geographical factors in supporting the implementation of
sustainable development policies. Innovative governments can overcome
geographical constraints through appropriately designed and adaptive strategies so
that control variables related to geographical location (islands) show minimal
impact on implementing SDG 11 programs.
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CONCLUSIONS

This study shows an influence between functional budget allocation and
the achievement of SDG 11 in Indonesia, with different variations in influence on
each budget function. The budget for public service functions, security and order,
and housing and public facilities negatively affect the achievement of SDG 11,
reflecting a mismatch between budget allocation policies and community needs.
In contrast, the budget for environmental and education functions positively
affects the achievement of SDG 11, indicating that budget priorities in these
sectors contribute directly to achieving sustainable development goals. These
findings support agency theory, which emphasizes the importance of synergy
between the government as an agent and the community as an actor in budget
decision-making. In addition, community involvement in the budget planning
process is essential to ensure that the policies implemented are more responsive to
local needs. Therefore, evaluating budget allocations focusing on community
needs and increasing transparency and public participation are important steps to
achieve SDG 11 effectively.

Theoretically, this study enriches the literature on public sector budget
management and the achievement of SDG 11 while highlighting the importance
of efficient and relevant resource management. Practically, this study recommends
that local governments allocate budgets more effectively to key sectors, such as
housing, public facilities, health, education, and social protection, accompanied by
comprehensive development planning, collaboration with the private sector, and
periodic policy evaluation. However, this study has several limitations. First, the
control variables are limited, so poverty levels, education, and community
participation are not comprehensively analyzed. Second, using aggregate data at
the district/city level can obscure individual or household-level variations. In
addition, the research period needs to be updated to ensure the relevance of the
results to current conditions.

Future research should add more diverse control variables, such as poverty
levels, access to education, and community participation, and use individual or
household data for more detailed analysis. Case studies and qualitative analysis
can also provide a deeper understanding of policy implementation. In addition,
government programs related to SDG 11 and sensitivity analysis need to be
evaluated to assess the effectiveness of policies and improve the relevance of the
research model.
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