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CHAPTER I 

INTRODUCTION 

 
1.1 Background of the Study 

 

Since the reformation era, Indonesia nations have been changed in many 

sectors. One of them is the government sector. According to Musliadi and Halim 

(2013), Indonesia used to embrace a centralize system of government which have 

caused many problems in the government itself. The problem was mainly about 

the imbalance allocation of the resources between central and regional. The 

amount of source allocated to the central government is way bigger than the 

amount received by the regional government. 

Since then, the government was finally decided to imply the regional 

autonomy and decentralization, the regional government has its own rights and 

authority to manage and set up their own affairs including to finding out their 

regional potential and regional revenue that can support the regional financial.  

The successful of the region autonomy depends on the financial balance of the 

regional government and the dependence to central government is kept on 

minimum level. It means that regional government should be able to keep the 

regional revenue cover up the regional expenditures in orders to finance the duties 

and authority to improve the welfare of the community. 

In accordance with the Law Number 23, year 2014 on regional government, 

mentioned that regional autonomy is the right, authorities, and duties of the 

regional government to set up and manage their own affair and interest of local 
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communities include to collect their regional income such as regional taxes, 

retributions, profit from regional government owned enterprises and any other 

regional income source under the applicable law. 

The authority of the regional government is also covering the rights to 

maintain, collect, and distribute the local own source revenue to financing the 

regional affairs. Which purpose to increase the local community welfare. 

 
 

 

Figure 1.1 Local Own Source Revenue of Central Java year 2013 - 2017 

Source: Badan Pusat Statistik (BPS) (2018) 

 

Generally, this system is running well in some region in Indonesia. One of the 

examples is Central Java Province. The data provided by Badan Pusat Stastik 

(2018), are showing the amount of local own source revenue of Central Java from 

year 2013 until year 2017. It shows that in each year counted from 2013 until 

2017, Central Java are facing an increasing of their amount of local own source 

revenue. 
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Since 2017 until 2018, Centra Java has been successfully become one of 

the 10 provinces which have the higher ratio of their local own source revenue 

which means that Central Java can be counted as one of the 10 provinces which 

successfully able to managed their own source revenue in terms to fulfil their 

community affairs. 

Figure 1.2 Comparison of PAD Ratio between Provinces 

Source: DJPK, Kemenkeu RI 

 

The data above shows the comparative ratio from each province starting 

from year 2017 until 2018. From the data, the ratio of local own source revenue of 

Central Java province is facing an increasing from 51.0% become 53.2%. Central 

Java are also one of the 10 provinces with the higher result of local own source 

revenue ratio from 2017 until 2019. 
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Figure 1.3 PAD Comparison of Central Java 2016 - 2019 

Prepared by the author, source: DPPAD Jawa Tengah 

 

In year 2019, Central Java are facing an increasing of their amount of local 

own source revenue. from the data collected and processed directly by DPPAD 

(Dewan Pengelola Pendapatan Asli Daerah) of Central Java, it shows that in year 

2019, the amount of local own source revenue is increase around 1.1 Trillion 

Indonesia rupiahs. And from the previous four years starting from 2016 until 

2019, their amount of local own source revenue is keep increased. The increasing 

of own local source revenue has a strong relation with the amount of regional 

taxes and retributions collected by the government. 

One of the government efforts that can be considered are, the government 

new regulation in monitoring and maintaining the regional taxes through online 

basis. According to Ganjar Pranowo the governor of Central Java, this can be 

considered as the commitment of Central Java to boost their local own revenue 

especially in regional taxes sector. (Tribunnews, 2019) 
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The purpose of this regulation is to make it more efficient for the locals to pay 

their taxes. it also will help the government to collect and boost their amount of 

regional taxes. The increasing of the amount of regional taxes and retributions will 

have an impact towards the amount of local own source revenue that usually will 

describe the independency of the regional. 

According to the fact mention above, regional taxes and retributions is a 

core elements of local own source revenue. Both regional taxes and retributions 

have a big impact towards the amount of local own source revenue in each region, 

especially in Central Java. 

The effect of regional taxes and retributions can be seen from the 

percentage of the contributions given by regional taxes and retributions towards 

the amount of local own source revenue. The value of percentage contributions 

shows the contributions effect of regional taxes and retributions towards the 

amount of local own source revenue in which will be classified into the criteria of 

contributions of regional taxes and retributions towards the amount of local own 

source revenue set and regulated by the Minister of Home Affairs. 

The research conducted by Setiono (2018), with the title of “Kontribusi 

Pajak Daerah dan Retribusi Daerah di Provinsi Jawa Timur”, and done by 

calculating the value of contributions percentage of regional taxes and retributions 

towards the amount of local own source revenue at East Java, year 2013 – 2016. 

The result of this research shows that during 2013 – 2016, regional taxes gives the 

most contributions towards the amount of local own source revenue rather than 

the contributions given by regional retributions. 
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The research conducted by Amarina (2019) with the title of “Analysis on 

The Contributions of Motor Vehicle Tax and Transfer of Motor Vehicle Title Fee 

to Local Own Source Revenue of North Sumatra for The Period 2012 – 2016”. 

The research done by calculating the percentage value of the contributions of 

motor vehicle tax and transfer of motor vehicle title fee as part of the regional 

taxes towards the amount of local own source revenue at North Sumatra. The 

result of the research shows that during period 2012 – 2016, both variables has 

relatively large contributions towards the amount of local own source revenue. 

The research conducted by Lasari (2016) with the title of “Kontribusi 

Pajak Daerah dan Retribusi Daerah Terhadap Pendapatan Asli Daerah (PAD) 

Kabupaten Karangasem Tahun 2011 – 2015”. This research is done by 

calculating the percentage contributions of regional taxes and retributions towards 

the amount of local own source revenue at Kabupaten Karangasem. The result of 

this research shows that during 2011 – 2015, regional taxes gives the most 

contributions towards the amount of local own source revenue with the average 

percentage value is 60% rather than the contributions given by regional 

retributions with the average percentage value is 0.26%. 

According to the research conducted by Parwoto and Luthfansa (2019) 

with the title “Analisis Rasio: Kontribusi Pajak Daerah Terhadap Pendapatan 

Asli Daerah Kabupaten Bantul”. This research is done by calculating the 

percentage contributions value of regional taxes towards the amount of local own 

source revenue from 2013 – 2017. The result of this result shows that during 2013 

– 2017, regional taxes give positive contributions towards the amount of local 



7 
 

 

 

 

 

 

 

own source revenue, in which according with the criteria of Minister of Home 

Affairs about the criteria of regional taxes and retributions contributions can be 

classified into “Cukup Baik”. 

According to research conducted by Karmila (2020), with the title 

“Efektivitas Penerimaan dan Kontribusi Retribusi Daerah Terhadap Pendapatan 

Asli Daerah Kabupaten Merangin”. This research is done by calculating the 

contributions percentage of regional retributions towards the amount of local own 

source revenues at Merangin. The result of this research shows that during 2009 – 

2013, the average rate of contributions percentage is 25.08% towards the amount 

of local source revenue. Thus, it can be concluded that the contributions given by 

regional retributions can be classified into “Sedang”. 

In accordance with the previous research done by the previous researcher, 

it can be concluded that the contributions of regional taxes and retributions can be 

seen by calculating the contributions amount that will gives the result of the 

amount of contributions percentage of regional taxes and retributions towards the 

amount of local own source revenue. 

Moreover, from the previous research above, it can be concluded that 

regional taxes give the most contributions towards the amount of local own source 

revenue during certain period. The amount of the contributions percentages of 

regional taxes has a relatively high. It can be concluded that during the certain 

period, the amount of local own source revenue has affected by the amount of 

regional taxes and retributions. 
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This research is done in purpose to find out the effect of regional taxes and 

contributions towards the amount of local own source revenue through 

contributions of both variables by calculating the percentage contributions of 

regional taxes and retributions towards the amount of local own source revenue. 

Based on this reason, the writer will write the research with the title “The 

Effect of Regional Taxes and Retributions towards the Amount of Local Own 

Sources Revenue (Pendapatan Asli Daerah) at Central Java”. 

 

 
 

1.2 Problem Formulation 

 

Based on the background of study, the problems that are being discussed 

on this research is “How does the effect of regional taxes and regional retributions 

towards the amount of local own source revenue at Central Java Province?” 

 
 

1.3 Research Focus 

 

The objectives of this research are: 

 

1. Calculations (in percentage) of the contributions of regional taxes and 

regional retributions towards the amount of local own source revenue 

(PAD) at Central Java Province 

2. The amount of local own source revenue, regional taxes, and regional 

retributions year 2017 – 2019 

The effect towards the amount of local own source revenue 
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1.4 Research Objective 

 

This research’s objective is to find out the effect of contributions of the 

regional taxes and retributions towards the amount of local own source revenue at 

Central Java province. 

 

 
1.5 Benefit of the Research 

 

This research will provide benefit for related and unrelated parties. The 

benefit of this research will be divided into two which are theoretical benefit and 

practical benefit. 

 
 

1.5.1 Theoretical Benefit 

 

Based on the objectives of the research, the research is expected to bring 

out benefit as follow: 

1. The research is expected to provide additional knowledge and experience 

for the writer in taxation field especially about regional taxes and 

retributions and the impact toward the amount of local own source revenue 

(Pendapatan Asli Daerah). 

2. The research is expected to be used as reference in the scientific 

knowledge, especially in the field of taxation. By comparing the existing 

theories with the result of the research. 

3. The research is expected to be used as theoretical reviews for further 

research especially for the field of taxation. 
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1.5.2 Practical Benefit 

 

Based on the objective of research, the research is expected to provide the 

practical benefit as follows: 

1. For public, this research will enhance the knowledge about regional taxes 

and retributions towards the amount of local own source revenue. 

2. For regional government, this research is expected to assist the regional 

government in terms of making decision to determining efforts that should 

be taken by the regional government. The regional taxes and retributions 

are part of the core element that increasing the amount of local own source 

revenue. The increasing of local own source revenue is expected to 

encourage the local community welfare as well. 


