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INTRODUCTION

Economic growth measured solely by Gross Domestic Product (GDP) or Gross
Regional Domestic Product (GRDP) is often regarded as insufficient to reflect economic
development performance. Those aggregate output—based measures tend to overlook
structural factors that shape the sustainability of growth, including the composition of
fiscal policy and public expenditure priorities that determine how the benefits of growth
are distributed over the long term (Shaddady, 2022). Developments in public spending
across the ASEAN region also indicated how the health sector has increasingly been
positioned as a long-term fiscal priority (Melati & Sihaloho, 2025). Further empirical
evidence from Indonesia showed that, in the long run, government spending has a
positive and significant effect on economic growth (Nofrianto et al., 2021). Nevertheless,
numerous studies emphasized that the structure and quality of government spending
served a greater decisive role than the sheer magnitude of aggregate expenditure in
promoting sustainable economic growth, particularly when spending is directed toward
productive sectors such as education, health, and innovation and research (Antolin-Diaz
& Surico, 2025; Emeru, 2023).

These studies on the relationship between government spending and economic
growth presented results that were not entirely consistent. On one hand, increased
public spending on education and health functions has been widely regarded as an
investment in human capital that can enhance productivity and long-term economic
capacity (Nutd et al., 2023; Anwar et al., 2023; Ziberi et al., 2022; Zubir et al., 2023).
On the other hand, the effectiveness of government spending is highly contingent upon
the efficiency and composition of expenditure, particularly during periods marked by
major economic shocks, such as financial crises and the COVID-19 pandemic, when
unproductive spending may burden fiscal sustainability instead, without generating
meaningful growth (Afonso & Alves, 2025; Antolin-Diaz & Surico, 2025). These
divergent findings signaled an ongoing academic debate regarding the extent to which
government spending genuinely promotes high-quality economic growth, rather than

merely accelerating aggregate growth rates.

Beyond the growth dimension, several studies also highlighted the link between
government spending and social outcomes, particularly in poverty. Public spending
plays a more consistent role in poverty reduction than economic growth alone, thereby
revealing the limitations of GDP- or GRDP-based indicators when used in isolation
(Kitole et al., 2024). High economic growth does not necessarily reflect development
quality if it is not accompanied by improvements in social indicators and welfare
distribution; consequently, increases in aggregate growth rates alone were insufficient to
ensure inclusive and sustainable development (Fitriady et al., 2022; Poku et al., 2022;
Yulianita et al., 2023). In the vicious cycle of poverty theory, high poverty levels can
hinder economic growth through reduced productivity and constrained investment,
which emphasizes the correlation between low income, limited access to education

and healthcare, as well as weak regional economic capacity (Prameswari et al., 2021;
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Supratiyoningsih & Yuliarmi, 2022; Zhu et al., 2022). The elasticity of economic
growth with respect to poverty reduction is relatively low when poverty is perceived as
a multidimensional phenomenon; therefore, poverty should be treated as an indicator of
the quality of economic growth rather than an end state of growth (Balasubramanian
et al., 2023).

Recent studies similar to ours indicated a shift away from reliance on single
economic indicators toward multidimensional evaluation frameworks that integrate
economic and social dimensions in assessing regional development performance (Lin
& Zhou, 2022). The COVID-19 pandemic has further underscored the inadequacy of
single growth indicators such as GDP or GRDP for evaluating regional development
performance, and highlighted the importance of integrated approaches that link fiscal
policy, the composition of public expenditure, and social outcomes (Naseer et al.,
2023). Cirises such as the COVID-19 pandemic have not only affected aggregate growth
but also altered household consumption patterns and suppressed purchasing power,
particularly in regions with specific economic structures (Murti et al., 2023). The
effectiveness of fiscal intervention was determined not only by the scale of budgetary
expansion but also by the composition and quality of public spending, especially in
allocations to productive expenditures that enhance long-term economic capacity and
productivity (Sardoni, 2024).

In the Indonesian context, local government spending is classified according to
governmental affairs and functions, aligned with the national budgeting system. At
the regency/municipality level in Bali Province, budget allocations are predominantly
concentrated on public service functions, education, and health (DJPK, 2025).
Regencies and municipalities in Bali Province exhibit an economic structure highly
specialized in the tourism and service sectors, enabling relatively rapid growth during
expansionary periods. However, this strong dependence also increases vulnerability to
systemic external shocks, such as the COVID-19 pandemic, which had significant
impacts on the continuity of accommodation-related businesses and regional economic
stability (Dariwardani et al.,, 2025). These external shocks triggered sharp economic
contractions and revealed disparities in adaptive capacity and recovery across regencies
and municipalities in Bali Province — making the region a relevant empirical case for

examining economic growth performance.

Although research on government spending and economic growth has expanded
substantially, most empirical studies continue to rely on causal approaches based on
inferential econometric models using single GRDP indicators as proxies for regional
economic performance. These approaches have not fully captured the quality, resilience,
and social dimensions of regional economic growth, especially amid the systemic shock
of the COVID-19 pandemic. Moreover, empirical evidence that integrates the structure
of local government spending, particularly spending on public services, education, and
health, using a social indicator of poverty within a single multidimensional evaluation

framework, remains relatively limited at the regency and municipality level, and from
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a cross-crisis perspective. These limitations pointed to a significant research gap in
comprehensively mapping and understanding patterns of regional economic growth

performance.

Based on this research gap, the novelty of this study lies in extending the
measurement of regional economic growth performance beyond single growth
indicators, through adopting a multidimensional composite index approach that
integrates fiscal, economic, and social dimensions. Furthermore, this study has departed
from conventional causal econometric approaches by employing a composite index
framework to capture patterns, heterogeneity, and the relative performance of regencies
and municipalities across the timespan of pre-, during-, and post-COVID-19 periods.
Empirically, this study provides new evidence at the regency and municipality levels
in Bali Province, yielding relevant policy implications for prioritizing local government
expenditure allocations for public services, education, and health in shaping the quality
and resilience of economic growth performance. In line with these contributions, the
main objective of this study is to assess the patterns of economic growth performance
across regencies and municipalities in Bali Province along the timespan of pre-, during-,
and post-COVID-19 periods, using a multidimensional index approach that incorporates
government spending allocations to public services, education, health, lowering poverty

rate, and supporting GRDP growth rates.

METHODS

This study employed secondary data that was obtained from the National
Statistics Agency (Badan Pusat Statistik) and the Directorate General of Fiscal Balance
(Direktorat Jenderal Perimbangan Keuangan) of the Ministry of Finance of the Republic
of Indonesia. The scope of this study covers all regencies and municipalities in Bali
Province, namely Denpasar Municipality, Badung, Bangli, Buleleng, Gianyar, Jembrana,
Karangasem, Klungkung, and Tabanan Regency. The observation period spanned
9 years, from 2016 to 2024. The 2016-2024 timespan was deliberately selected
in accordance with several methodological considerations. First of all, this period
comprises three distinct economic phases: the economic shock caused by the pandemic,
the COVID-19 period, and the post-pandemic recovery period. Delineation of these
economic phases not only mapped regional economic growth performance under
normal conditions but also evaluated the resilience and recovery capacity of regional
economies in response to systemic external shocks. Furthermore, this period ensured
consistency in the classification and reporting of regional fiscal data, particularly the
local government spending by function, thereby enabling valid comparisons across
regions and over time. Accordingly, the 2016-2024 period is considered relevant
and suflicient for constructing a composite index that comprehensively captures the

dynamics of regional economic growth performance.

This study employed the Adjusted Mazziotta—Pareto Index (AMPI) as its primary

analytical tool. AMPI is a non-compensatory composite index that penalizes imbalance
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among indicators, meaning that units with uneven indicator values cannot offset low
performance in one indicator with high performance in another (Mazziotta & Pareto,
2022). AMPI was used in this study to ensure alignment with the research objective, in
which local government spending on public services, education, and health functions,
together with poverty rates and GRDP growth rates, were treated as complementary and
non-substitutable indicators. In this regard, a non-compensatory approach is well-suited to
capturing situations in which high economic growth does not necessarily indicate strong
economic performance when imbalances in public spending allocation or a persistent

high poverty rate accompany it.

Compared with other composite methods, AMPI offered several advantages well
aligned with the characteristics of this study. First, AMPI is relatively robust to any
changes in indicator structure, thereby allowing consistent comparisons across regencies
and municipalities, and over time. Second, AMPI supported both spatial and temporal
analyses, which were essential for mapping the dynamics of regional economic growth
performance during the periods before, during, and after the COVID-19 pandemic.
Third, the stability of index values, even when one or two indicators are excluded,
makes AMPI remarkably suitable for analyzing regional performance amid economic
fluctuations caused by external shocks (Lazar & Litan, 2022; Scaccabarozzi et al., 2022).

In this study, regional economic growth performance was conceptualized as a
multidimensional construct that reflects the interaction between regional fiscal capacity
and the socioeconomic conditions of the population. The indicators were grouped into
two main dimensions: regional fiscal and socioeconomic. The regional fiscal dimension
was represented by local government spending on public services, education, and health.
These three indicators reflected the structural priorities of local government spending,
which were directly related to government administration, human capital development,
and the provision of basic public services. All indicators in the regional fiscal dimension
showed a positive polarity, indicating that higher values were interpreted as better
conditions for regional economic growth performance. The socioeconomic dimension
is represented by the poverty rate and the growth rate of Gross Regional Domestic
Product (GRDP). The percentage of the population living in poverty was used as an
indicator of the quality of economic growth and was assigned a negative polarity, since
an increase in poverty reflects a deterioration in development performance, even when
economic growth may still occur. In contrast, the GRDP growth rate showed a positive

polarity, reflecting an expansion of economic activity and regional productive capacity.

All indicators in this study were measured in percentage units, as uniform
measurement units were intended to facilitate normalization and ensure comparability
among indicators in constructing the composite index. Determining polarity direction and
measurement units was a critical foundation for the normalization and aggregation stages
of the AMPI method, as errors in polarity assignment can lead to biased interpretations
of performance. Table 1 presents detailed information on the indicators and polarity of

the economic growth performance index.
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Table 1. Indicators and Polarity for the Economic Growth Performance Index

Dimension Indicator Polarity Unit
Regional Fiscal Government Spending by General Public Services Function Positive %
Regional Fiscal Government Spending by Education Function Positive %
Regional Fiscal Government Spending by Health Function Positive %
Socioeconomic Percentage of Population Living in Poverty Negative %
Socioeconomic GRDP Growth Rate Positive %

The AMPI method began with data or indicator normalization using the following
formula.

(JCU‘—Ml'nJCj)

j~ (Maxxj—Minxj) x60 +70 (1)

T

Normalization aimed to transform the original indicator values into standardized
scores that reflect the relative position of each regency and municipality compared to others
with the same indicator. This process enabled a fair and proportional assessment of regional
performance across the development dimensions under analysis. Individual indicators were
normalized by rescaling to “goalposts,” namely, the minimum and maximum values that
define the feasible range for each variable across all time periods and analytical units.
In this formulation, X denotes a matrix with n rows representing the units of analysis
and m columns represent the indicators, while Max . and Min denote the targets for
the indicator j. These targets corresponded to the minimum and maximum values of
the indicator j across all regencies and municipalities in Bali Province, over all periods

considered.

Let Inij and Supxj denoted, respectively, were the overall minimum and maximum
values of the indicator jacross all units and time periods included in the analysis. By
defining Reij ) as the reference value for the indicator j, the target bounds can be

determined as follows:
Min xj = Refxj - A
Max xj = Refxj + A (2)

(Supxj—lnij)
2

where A =

Through this procedure, the normalized values were broadly constrained within
a range of 70 to 130, with a value of 100 representing the reference level (Ariyani &
Fauzi, 2024). After all indicator values have been normalized and adjusted, the aggregation
process was conducted to obtain the AMPI score for each unit of analysis. Let M and
S . denote, respectively, the mean and standard deviation of normalized indicator values

for the unit i. The general form of AMPI is expressed by the following equation.
AMPI +/-=M_+ S _cv, (3)
where CV.= S /M _ represents the coefficient of variation for unit i. The + sign indicated

whether the phenomenon being measured was to be maximized or minimized.
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The AMPI values obtained through this computation process were used as the basis
for assessing the relative economic growth performance of regencies and municipalities
in Bali Province, both across regions and across analytical periods. AMPI values were
interpreted relative to a benchmark of 100, representing the average economic growth
performance across all units of analysis in a given year. Respectively, the interpretation
of these results is not absolute, but was based on the relative position of each unit with

respect to the reference value.

RESULT AND DISCUSSION

In this study, the economic growth performance of regencies and municipalities
in Bali Province was assessed using the Adjusted Mazziotta—Pareto Index (AMPI) across
three analytical periods: the pre-COVID-19, pandemic, and post-pandemic periods.
Overall, the results revealed clear disparities in economic growth performance across
regions and notable shifts in performance patterns over time. During the pre-pandemic
period, several regencies exhibited higher economic growth than other areas. During
the pandemic, however, performance rankings shifted, with urban areas demonstrating
greater economic resilience. During the post-pandemic period, regions that experienced
the deepest economic contractions during the crisis tend to display stronger recovery
performance. This pattern indicated that economic growth performance across regencies
and municipalities in Bali Province was dynamic and could not solely be explained by
GRDP growth rates. It is, instead, also shaped by regional economic resilience and the

quality of growth.

Table 2. AMPI Values of Economic Growth Performance of Regencies/Municipality
in Bali Province from 2016-2024

GovI;?'rc';:ent 2016 2017 2018 2019 2020 2021 2022 2023 2024
Badung 102.01 102.70 102.69 10574 9277 100.68 104.06 102.37 98.24
Bangli 96.52 9835 98.86 100.16 99.69 9753 99.46 98.09 101.20
Buleleng 98.33 98.82 100.19 100.98 9558 9545 9732 9955 101.61
Gianyar 99.55 100.53 101.54 102.52 9496 9158 9837 99.74 99.68
Jembrana 88.16 9479 9841 100.86 97.66 99.06 9855 100.16 101.16
Karangasem 9272  93.60 9532 9619 9648 9386 9541 9731 96.66
Klungkung 9474 9511 9789 9858 9658 9630 9727 9780 101.73
Tabanan 9573 100.21 101.73 103.01 9945 9459 100.27 9892 100.80
Denpasar 102.43 102.00 101.34 10140 9581 99.61 10247 101.54 100.66

Based on the AMPI values shown in Table 2, Bangli Regency exhibits distinctive
characteristics compared to other regencies and municipalities in Bali Province. Bangli
Regency consistently falls within the middle-performance group throughout the entire
observation period. The AMPI values for Bangli Regency do not display extreme
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fluctuations, either in the form of sharp declines or substantial increases; thereby
indicating a relatively stable pattern of economic growth performance over time. The
economic growth performance of regencies and municipalities in Bali Province was
analyzed dynamically by examining year-to-year changes in index values. These annual
changes reflected shifts in relative regional economic growth performance, with periods of
improvement, contraction, or stability. This dynamic approach enabled the identification
not only of performance levels but also of the intensity of change and regional responses

to evolving economic conditions over time.

Annual changes in regional economic growth performance are measured using
differences in AMPI values (AAMPI). A positive AAMPI indicated an improvement in
relative performance compared to the previous year, whereas a negative value signified
a deterioration in performance. The magnitude of AAMPI reflected the intensity of
performance change: relatively small values indicated performance stability, while larger
values suggested significant shocks or substantial performance shifts. Table 3 showed

annual dynamics of economic growth performance across regencies and the municipality
in Bali Province over the 2016-2024 period.

Table 3. Annual Dynamics of Economic Growth Performance of Regencies/Municipality
in Bali Province from 2016-2024

2017- 2018- 2019- 2020- 2021- 2022-  2023- 2024-
Local 2016 2017 2018 2019 2020 2021 2022 2023
Government
Al A2 A3 A4 A5 A6 A7 A8

Badung 0.69 -0.01 3.05 -12.96 791 3.38 -1.68 -4.13
Bangli 1.84 0.51 1.30 -0.47 -2.16 1.93 -1.37 3.11
Buleleng 0.49 1.36 0.79 -5.40 -0.13 1.87 2.23 2.07
Gianyar 0.98 1.01 0.98 -7.56 -3.39 6.80 1.36 -0.06
Jembrana 6.63 3.62 245 -3.19 1.40 -0.51 1.61 0.99
Karangasem 0.88 1.72 0.87 0.29 -2.62 1.55 1.90 -0.65
Klungkung 0.37 2.78 0.68 -1.99 -0.28 0.97 0.53 3.93
Tabanan 4.48 1.52 1.28 -3.56 -4.86 5.68 -1.35 1.88
Denpasar -0.43 -0.66 0.06 -5.60 3.80 2.86 -0.94 -0.87

To obtain a better-structured overview of economic growth performance across
different phases of the COVID-19 pandemic, the annual performance changes were
subsequently aggregated into average performance changes by analytical period: pre-
pandemic, pandemic, and post-pandemic. This averaging procedure aimed to filter out
short-term fluctuations and to highlight dominant performance patterns characterizing
each phase, thereby enabling systematic comparisons of performance across regions and
periods. The summary of average changes in economic growth performance for regencies

and municipalities in Bali Province by phase is shown in Table 4 below.
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Table 4. Average Changes in Economic Growth Performance of Regencies/Municipalities
in Bali Province

Local Government Pre-Covid-19 Period During Covid-19 Period Post-Covid-19 Period

Badung 1.243 -2.528 -0.812
Bangli 1.215 -1.315 1.224
Buleleng 0,882 -2.765 2.053
Gianyar 0,991 -5.473 2.702
Jembrana 4,233 -0,897 0.698
Karangasem 1.157 -1.164 0.933
Klungkung 1.279 -1.138 1.808
Tabanan 2.428 -4.209 2.070
Denpasar -0.342 -0.895 0.350

The results indicated that, prior to the COVID-19 pandemic, Jembrana Regency
recorded the highest average economic growth among regencies and municipalities in
Bali Province, as reflected in its relatively higher AMPI scores. This finding suggested
that the interaction between local government spending on general public services,
education, and health functions, poverty dynamics, and GRDP growth in Jembrana
Regency was more effective and coordinated than in other regions. Before the pandemic,
Jembrana’s economic growth performance was driven not merely by the magnitude of
government spending, but more importantly, by the quality of fiscal management and
the consistency of expenditure orientation toward basic public service functions. Jembrana
Regency was one of the regions that implemented bureaucratic reform and local public
financial governance reforms relatively early and consistently. These reforms encompassed
organizational streamlining, improvements in spending efficiency, enhancement of civil
servant capacity, and a strong emphasis on the provision of basic public services (Ikhwan,
2019). Consistent with this finding, previous studies indicated that public social spending,
particularly in education, health, and social protection, positively influences economic
growth, especially when supported by a high level of government effectiveness. Within this
framework, government effectiveness serves not only a direct role in fostering economic
growth, but also as a mediating factor that amplifies the impact of social government

spending on economic performance (Cooray & Nam, 2025).

In contrast, during the pre—Covid-19 period, Denpasar Municipality recorded the
lowest average economic growth among Bali Province's regencies. This outcome reflected
the characteristics of an urban economic structure that has reached maturity. As the
provincial center of government, trade, and services, the structure of local government
spending in Denpasar Municipality was dominated by operational and maintenance
expenditures, which serve to maintain the stability of public services and the urban
economy. However, such spending showed lower growth leverage than development-

oriented government spending in regions still in an expansionary phase. The impact of
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urban agglomeration on economic performance is inherently contextual. In regions with
high levels of agglomeration and relatively established economic structures, additional
government spending and increased economic activity do not necessarily generate strong
short-term growth acceleration (Maket et al., 2024). Similarly, the effects of development
institutions on economic growth are context-dependent and strongly influenced by regional
structural characteristics. The evidence from a study of 239 cities in China indicated
how the contribution of universities to innovation and economic growth was region-
specific and more pronounced in areas with particular structural attributes, implying that
additional development inputs do not automatically translate into high growth acceleration
in economically mature cities (Peng & Xu, 2024).

Therefore, the differences in economic growth performance between Jembrana
Regency and Denpasar Municipality during the pre-pandemic period reflected variations
in development stages and regional structural characteristics. Jembrana Regency, as a region
still undergoing consolidation and expansion, has proven able to utilize public spending
more effectively as an effective growth-enhancing instrument. In contrast, Denpasar
Municipality, which exhibits a more stable performance pattern but with a relatively
lower growth rate, has reflected the characteristics of a mature urban economy. These
findings imply that interpreting regional economic growth performance must account for
structural context and development stages, and therefore cannot be uniformly applied

across regions.

During the COVID-19 pandemic, the economic growth performance of regencies
and municipalities in Bali Province generally contracted substantially. AMPI values
across all regions recorded negative changes, reflecting a deterioration in economic
growth performance driven by a sharp decline in GRDP growth rates and heightened
socioeconomic pressures. ‘This finding confirmed that the COVID-19 pandemic
constituted a systemic external shock capable of fundamentally altering both the pattern
and relative ranking of regional economic growth performance. Although all regions
were adversely affected, the magnitude of contraction in economic growth performance
varied considerably across regencies and municipalities. Jembrana Regency continued to
record a relatively better average economic growth performance than most other regions.
The most striking finding during this pandemic period is the shift observed in Denpasar
Municipality, which recorded the highest average economic growth performance compared
to all regions, in contrast to its position in the pre-pandemic period. This shift indicated
that the pandemic has not only suppressed overall economic performance but also reshaped

the structure of relative regional advantages.

Denpasar Municipality’s economic growth performance during the pandemic was
supported by its capacity to maintain relatively higher per capita income levels than other
regencies in Bali Province. Based on changes in income per capita over the 2019-2021
period, Denpasar exhibited the most distinct trajectory among the regions. Even though
contraction was experienced during the initial phase of the pandemic, Denpasar was
still among the fastest ones to register a positive turnaround in income per capita. This

evidence was aligned with international regional studies stating that economic crises do not
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merely reduce growth rates, but also reconfigure relative regional positions through shifts
in income dynamics per capita (Mendoza-Gonzilez et al., 2024). Denpasar Municipality
possesses a more diversified and adaptive economic base structure, which enabled it to
sustain economic performance even under severe pressures imposed by the COVID-19
pandemic (Shara, 2021). The Denpasar Municipal Government introduced the Pandemic
Incubation Program (PIP) as a business-based fiscal stimulus initiative aimed at supporting
local economic actors (Arsa et al., 2021). Rapid and well-targeted fiscal policy responses
were a critical determinant of both the depth of economic contraction and the speed
of recovery during pandemic-induced crises. The sudden and asymmetric nature of the
COVID-19 recession required responsive fiscal interventions to stabilize economic activity

and accelerate the rebound process (Auerbach et al., 2022).

Gianyar Regency was recorded as the region with the lowest average economic
growth during the COVID-19 pandemic. This region has experienced a significant
economic contraction due to its high dependence on the tourism sector. With tourism
contributing nearly 90 percent of local own-source revenue, any disruptions to tourist
mobility have directly translated into a sharp deterioration in regional economic
performance (Yasintha et al., 2022). Tourism is widely recognized as one of the economic
sectors that is most vulnerable to external disruptions, especially by global health crises and
mobility restrictions (Aldao et al., 2025). High dependence on tourism renders tourism-
based regions extremely susceptible to external shocks (Wickramasinghe & Naranpanawa,
2023)This is clearly reflected in the severe economic contraction experienced by Gianyar

Regency during the COVID-19 pandemic.

The AMPI results show that Gianyar Regency had the strongest economic growth
during the recovery phase, reflecting a successful rebound after a severe COVID-19
contraction. This suggests that heavily affected regions can recover well if supported
by targeted fiscal policies and productive public investment. Gianyar used government
spending effectively, especially in public services and health, and benefited from the
National Economic Recovery (PEN) program to build hospitals, markets, and public
spaces. These investments improved services and boosted local economic activity. Thus,
fiscal success depends not only on the size of spending but also on its quality, long-term
benefits, and social impact (Langston & Crowley, 2022).

In contrast, Badung Regency recorded the weakest post-pandemic growth, despite
having the highest local revenue and serving as a tourism hub. This indicates that
strong fiscal capacity does not guarantee better growth. A slowdown in transportation
and warehousing—an important non-tourism sector—contributed to this outcome (BPS,
2025; Puspitasari & Sudharma, 2025). Post-pandemic recovery often includes initial
growth followed by slowing due to economic adjustments (Efthimiou, 2025), with longer-
term impacts emerging over time (Wang et al., 2023). Overall, recovery quality depends
not only on fiscal strength or sectoral advantages but also on how well governments shift
from stimulus to sustainable growth. This study highlights that AMPI better captures
recovery dynamics and sustainability than GRDP alone.
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CONCLUSION

This study finds that economic growth across regencies and municipalities in Bali
Province is dynamic and varies by region and time. Before the pandemic, regions with
better-managed government spending showed stronger growth. During the COVID-19
pandemic, all regions experienced economic contraction, with shifts in performance
rankings reflecting differences in local economic resilience. After the pandemic, areas
that suffered the most severe declines tended to recover the fastest. Interestingly, regions
with greater fiscal capacity did not always achieve the best recovery outcomes. Overall,
the results suggest that regional economic performance cannot be measured solely by
GRDP growth. Instead, it should be viewed as a multidimensional concept that balances

economic growth, the quality of public spending, and broader socio-economic conditions.

Local governments need to strategically direct public spending toward basic
service functions that have improved regional economic resilience and can maintain
stable economic growth performance. This objective can also be achieved by promoting
diversification of regional economic structures as a primary policy strategy to reduce
dependence on sectors highly vulnerable to external shocks, particularly in tourism-based
regions. In addition, strengthening coordination between the central and local governments
is essential to prevent policy overlap, enhance the synergy of development programs, and
maximize the impact of public spending on economic recovery and the sustainability of

regional economic growth.
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