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ABSTRACT

The purpose of this study is to examine the effect of
population, Gross Regional Domestic Product
(GRDP), and inflation rate on local tax revenues in
Sukabumi City. This research used a quantitative
approach with the type of data that has been used is
secondary data. Multiple linear regression analysis
techniques were used in this research. The research
sample is population data, GRDP, inflation rate, and
local tax revenue data from 2011-2021 at the Central
Agency of Statistics (BPS) Sukabumi City. This
research proves that populations have a significant
negative effect on local tax revenues in Sukabumi
City. GRDP positively and significantly affects local
tax revenues in Sukabumi City. While the inflation
rate does not affect local tax revenues in Sukabumi
City. However, simultaneously, population, GRDP,
as well as inflation rate, have a positive effect on
local tax revenues in Sukabumi City.

Keywords: Population, Gross Regional Domestic
Product, Inflation Rate, Local Tax Revenues

l. INTRODUCTION

The State of Indonesia has an important
goal of realizing general welfare for the Indonesian
people with an equal distribution of income. The
state's attention to income does not only look at
central revenue but also local revenue. Law Number
1 of 2022 concerning Financial Relations between
the Central Government and Local Governments, in
Article 1 Paragraph (12) assesses that local revenue
is defined as money that enters the local treasury.

Bunga (2020) explains that the existence of
regional autonomy has a significant effect on local
revenue so that local income can be managed
properly. Regional autonomy is a form of authority
and a necessity owned by autonomous regions to be
able to manage all forms of their governmental
activities and the needs of the local people by the

applicable laws and regulations. This is one of the
motivations behind the creation of the Local
Revenues and Expenditure Budget (APBD) as a
form of financial control in the region and will be
determined annually through local regulations.

Putri et al. (2019) suggest that an area is
known to have grown well if the local income has
increased, especially from a taxation perspective.
Article 1 Paragraph (20) of Law Number 1 of 2022
states that the source of locally-generated revenue
comes from local taxes, local retribution, the result
of the segregated local assets management, and other
sources for legitimate locally-generated revenue.
The meaning of local taxes according to the law is a
mandatory contribution given by individuals or
entities to an area, which is coercive without any
form of commission that will be obtained directly,
and used for local interests for the welfare of society.

This study aims to analyze how the
influence of several factors, namely population,
GRDP, and inflation rates on local tax revenues in
Sukabumi City. Sukabumi is a city in West Java that
comes from the Sundanese language, namely "Suka-
Bumen" which means an area that has cool and quiet
air which is the main factor for people to live in that
area. Local taxes in Sukabumi City are one of the
pillars that build the regional economic sector to be
more advanced. Table 1 shows the realization of
local revenues in the city of Sukabumi from 2018 to
2020.
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Table 1
Realization of Sukabumi City Government Revenue (Rupiah) 2018-2020
Revenue 2018 2019 2020

1. Locally-generated 362.342.290.539 330.946.584.148 343.755.662.641
revenue(PAD)
1.1 1.1 Local Tax
1.2 1.2 Local 55.741.158.384 53.810.133.137 50.022.372.326
Retribution 8.331.404.580 8.732.821.340 7.041.582.511
1.3 1.3 Result of the
segregated local assets 3.5635.276.194 3.991.452.290 4.284.853.811
management
1.4 14 Legal
miscellaneous locally-
generated revenue 294.734.451.381 264.412.177.381 282.406.853.993
2. Balance Fund 688.216.741.617 709.268.996.970 696.546.681.477
3. Other legitimate income 173.208.324.688 196.692.221.743 153.217.482.990

Total Amount 1.223.767.356.844 1.236.907.802.861 1.193.519.827.108

Source : BPS Sukabumi City (2021)

Waulantari and Putra (2020) argue that as
the population increases every year, the pace of
national development will automatically increase.
This rise necessitated a significant expense demand.
Based on existing data, in 2020, there were 346,352
residents of Sukabumi City, including 174,385
males and 171,940 females (BPS, 2021). The hope
of Sukabumi City from the increasing population is
an increase in the number of taxpayers who can
contribute actively by paying taxes.

In addition to the total population, the rate
of development of the economic sector in a region is
used as a reference point or one of the indices to
assess the real performance of a region. Sukabumi
City is one of the cities with a growing economic
growth rate, although in 2020 Sukabumi City
experienced minus 1.48% Gross Regional Domestic
Product (GRDP) growth, far different from the
previous 2019 at 5.49%. This happened due to the
negative impact of the Covid-19 pandemic.

Table 2
Gross Regional Domestic Product Growth 2016 — 2020
Year Percentage
2016 5,64%
2017 5,43%
2018 5,52%
2019 5,49%
2020 -1,48%

Source: Economic Growth of Sukabumi City (2022)

Aji and Nugroho (2021) in their findings on
the factors that influence local taxes in Semarang
City, conclude that an increase in local taxes in an
area is better than before, influenced by several
factors such as GRDP, inflation, number of
industries, and population density. BPS (2021) states
that inflation is a form of the value of goods and
services that continues to increase over a certain
period. Inflation is one of the factors that affect the
amount of local tax revenue.

Based on the explanation above, it may be
inferred that the ability to advance the economic

sector in a certain location, cannot be separated from
the contribution and good management of tax
revenues in that area. Factors that have the potential
to increase local tax revenues include population
growth in the region each year, gross regional
domestic product, and also the inflation rate. This
research is intended to be especially beneficial to the
realm of taxes, allowing taxpayers to comply with
their tax duties to keep the wheel of local economic
life spinning even faster than before and as a
reference for tax agencies for future investigations
related to similar topics. This paper will be divided
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into six parts, such as introduction, literature review,
hypotheses development, research method, results
and discussion, and closed by conclusion.

1. LITERATURE REVIEW
Local Tax

The legal basis for local taxes is Law
Number 1 of 2022 concerning Financial Relations
between the Central Government and Local
Governments which replaces Law Number 28 of
2009 concerning Local Taxes and Local Retribution.
The law defines local taxes as a mandatory
contribution that is given by either an individual or
an entity with a coercive nature and no form of
reward or commission is obtained directly, and is
used for common purposes. According to Wulandari
and Iryanie (2018), the function of local taxes is the
same as that of taxes in general, namely being a
source of revenue for an area (budgetary) as well as
being a regulatory function. The budgetary function
is the main function because local taxes as the main
source of regional income will be used for regional
development purposes. This function requires the
government to be able to reduce collection costs and
increase local tax revenue figures as much as
possible. Meanwhile, the regulatory function means
that local taxes are a tool used by local governments
to fulfill certain regional needs.

The local tax authority is delegated to each
region to help cover the local budget and/or local
government spending. Local tax rules and rates refer
to regional regulations that are mandatory and
enforceable on taxpayers. Based on Article 4
Paragraph (3) of Law Number 1 of 2022, local taxes
are divided into 2 types, namely local taxes whose
collection is carried out at the provincial level or
what is known as level 1 local taxes and local taxes
whose collection is carried out at the regency or city
level and referred to as level 2 local taxes. Level 1
local taxes include PKB (Motor Vehicle Tax),
BBNKB (Motor Vehicle Transfer Fee), PAB (Heavy
Equipment Tax), PBBKB (Motor Vehicle Fuel Tax),
PAP (Tax on Surface Water Collection or
Utilization), Cigarette Tax, and Option MBLB Tax
(Non-Metal and Rock Minerals). Meanwhile, level 2
local taxes, namely PBB-P2 (Land and Building Tax
on Rural and Urban), BPHTB (Tax for Acquisition
of Land and Building Rights), PBJT (Certain Goods
and Services Tax), Advertising Tax, PAT (Ground
Water Tax), MBLB Tax (Non-Metal and Rock
Minerals), Swallow's Nest Tax, PKB Option (Motor
Vehicle Tax), BBNKB Option (Motor Vehicle
Transfer Fee).

Total Population

Ministry of Home Affairs Regulation
Number 73 of 2022 concerning Recording of Names
on Population Documents in Article 1 Paragraph (1)
states that residents are Indonesians and foreigners
living in Indonesian territory. BPS (2019) argues
that residents are a group of community members
who live in the territory of the Republic of Indonesia
for a period of 6 months or more than 6 months and
have the intention to live and settle in Indonesia.
Then, there is a renewal of the philosophy of the
population according to the population census
conducted in 2020 so that all citizens who live in the
Republic of Indonesia for a period of 1 year or more
than 1 year and have the intention to stay. This
population census is carried out to be able to make
calculations for the number of residents in one area
in a certain period.

Gross Regional Domestic Product (GRDP)

Romhadhoni et al. (2019) stated that GRDP
is the amount of added value obtained from the
amount obtained from all values for final goods and
services. This value is obtained from all economic
units in the area. If the economic growth in an area
is higher, which is represented by the GRDP value
at constant prices, then economic activity in the
region has been going well.

BPS (2019) suggests that the Gross
Regional Domestic Product (GDP) per capita is the
value of the gross regional domestic product divided
by the number of residents in the middle of the year.
The data generated by this per capita GRDP provides
an overview of the added value generated from all
economic activities if the income figure is
distributed fairly and evenly for every community in
the area. The calculation of the GRDP value can use
3 approaches, namely the production, income, and
expenditure approaches. First, the production
approach defines GRDP as the added value of goods
and services originating from each region's
production in a certain period. Second, the GRDP
according to the income approach is obtained from
the calculation of the final result or the sum of all
existing production revenue factors, such as wages,
profit, rent, or investment. Third, the value of GRDP
through the expenditure approach is obtained from
calculations carried out on all types of final
household expenditure

Inflation Rate

The inflation rate is defined as a form of
scale for the price value of goods and services that
continue to rise within a certain period or period. If
the price of goods or services is increasing, inflation
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will automatically increase. Inflation is divided into
percentages. First, mild inflation, for an inflation rate
of less than 10% per year. Second, moderate
inflation, the value of the inflation rate is between
10% - 30% per year. Third, heavy inflation, the value
of the inflation rate is between 30% - 100% per year.
Fourth, is hyperinflation, for the value of the
inflation rate which is more than 100% per year.

HYPOTHESES DEVELOPMENT
Total Population and Local Tax Revenue
Population growth from year to year
certainly increases rapidly, especially in urban areas.
The population growth in urban areas is also
supported by urbanization or the term given to
villagers who move to urban areas to live there for
quite a long time. The development of the population
is expected to have a good influence on the
economic side, especially to increase local tax
revenues. This population growth opens up
opportunities to be able to grow various kinds of
creative and innovative jobs that will encourage an
increase in taxpayers in an area. This statement is
supported by research conducted by Lindra (2018)
and Kondo (2020), which states that the population
has a positive and significant effect on local tax
revenues. Furthermore, Firman (2021) concluded
that population density has a positive influence on
local tax revenues.
H1: Total population has a positive effect on local
tax revenues.

Gross Regional Domestic Product (GRDP) and
Local Tax Revenue

GRDRP is one of the important indicators to
assess the actual performance of the economy in a
region. The high value of revenue is a reflection of
the development of local taxes. If the income is
higher, the local tax revenue will automatically go in
a better direction. This statement is supported by
several previous studies. Lumy et al. (2018) state
that GRDP is reactive to local tax revenues. Putra
and Anis (2021) argue that per capita GRDP has a
positive influence on local tax revenues.
Furthermore, Aji and Nugroho (2021) and
Muhammad (2021) gave results that per capita
GRDP had a positive and significant influence on
local tax revenues which was better than before. The
increased GRDP reflects the ability of taxpayers to
fulfill their tax obligations so that regional revenues
will increase.
H2: Gross Regional Domestic Product has a positive
effect on local tax revenues.

Inflation Rate and Local Tax Revenue

The inflation rate is used as a regional benchmark in
developing a better economic sector. Research by
Lumy et al. (2018) and Aji and Nugroho (2021)
proves that inflation has a positive and significant
effect on local tax revenues.

H3: The inflation rate has a positive effect on local
tax revenues.

Total Population, Gross Regional Domestic
Product, Inflation Rate, and Local Tax Revenue
The increase in local tax revenues can not
be separated from the influence exerted by several
important factors, such as the number of people
living in the region as well as gross regional
domestic product and the inflation rate. The city of
Sukabumi, being one of the cities that are currently
developing in a more advanced direction, definitely
requires more revenue from local taxes to support
regional development. Lindra (2018) states that both
the population and per capita income have a positive
and significant influence on local tax revenues.
Then, Muhammad (2021) in his research shows that
per capita GRDP and population have a positive
effect on local tax revenues. The same result is also
proven by Aji and Nugroho (2021) which reveals
that GRDP and inflation have a positive and
significant effect on local taxes.
H4. Total Population, GRDP, and Inflation Rate
have a positive effect on local tax revenues.

1. RESEARCH METHOD

Sample Selection

The population of this study is the annual
period data for population, GDP, inflation rate, and
local tax revenue data for the City of Sukabumi
which are available and published on the official
website of the Central Agency of Statistics (BPS) for
the City of Sukabumi. For sample selection, this
study used the Purposive Sampling technique, with
the research sample criteria namely time series data
for 2011-2021 and data available and can be
obtained on the official website of the BPS for the
City of Sukabumi. The research sample is population
data, GRDP, inflation rate, and local tax revenue
data from 2011-2021 at BPS Sukabumi City.
Sukabumi City is a city located in West Java
Province, 120 km from Jakarta City and 96 km from
Bandung City.
This study used a research instrument in the form of
documentation from secondary data sources from
the official website of the BPS for the City of
Sukabumi. The list of data used is the population,
gross regional domestic income, inflation rate, and
local tax revenue data for the City of Sukabumi.
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Variables and Operational Definitions

This study consists of three independent
variables, namely population, Gross Regional
Domestic Product, and the inflation rate, with the
dependent variable namely local tax revenues. First,
the population (POP) is measured by the number of
people living in Sukabumi City. Second, GRDP is

measured in rupiah value at the prices prevailing in
Sukabumi City. Third, the inflation rate (IR) refers
to the percentage of the consumer price index.
Meanwhile, the dependent variable is local tax
revenue (LTR) for the City of Sukabumi during
2011-2021. A summary of the operational
definitions of variables can be seen in Table 3.

Table 3

Variable Operational Definitions

\Variable Indicator Unit

ltem Data Scale

Total Population [Total Population |People
(POP)

Total population of Sukabumi [Ratio
City (in the period 2011-2021)

Gross Regional ~ |GRDP Rupiah
Domestic Product
(GRDP)

GRDP in Sukabumi City (in the [Ratio
2011-2021 period) on the basis

prices apply.

Inflation Rate (IR) [Inflation Rate Percentage

Inflation rate in Sukabumi City |[Ratio
(in the period 2011-2021).

Local tax revenue [Local tax revenue|Rupiah
(LTR)

Data on local tax revenues for [Ratio
the City of Sukabumi (in the

period 2011-2021)

Source: Processed by the author (2022)

Empirical Design

This study uses a quantitative approach so
that the data will be processed with statistic tools.
The analysis technique uses multiple linear
regression to provide a real and clear picture of the
magnitude of the influence value exerted by the
population, gross regional domestic product, and the
inflation rate on local tax revenues in Sukabumi
City. The multiple linear regression equation in this
study is as follows:

LTR = o+ Bl POP + B2 GRDP + B3 IR + e
Before testing the hypothesis, the regression model
must be ensured that it meets the classical
assumption test and it is stated that the regression
model is feasible. The hypothesis is declared
accepted if the significance value is at the level of
1%, 5%, and 10%.

IV. RESULTS AND DISCUSSION
Statistic Descriptives and Results of Regression
Analysis

Table 4 descriptive statistics shows the
general description about three independent
variables over the last 11 years (2011-2021). The

overall description of the research data is that the
population of Sukabumi City has increased from
2011 totaling 304.704 people to 350.804 people in
2021. This increase is motivated by the birth rate
which is higher than the death rate. However, the
percentage value of the total population in Sukabumi
City from 2015 to 2016 decreased by 0,04%, and an
increase in the percentage of residents occurred from
2020 to 2021 by 0,29%.

The highest GRDP value obtained by
Sukabumi City occurred in 2021 and this GRDP
percentage value continues to fluctuate. This
percentage value is a condition where there is a
change in a value or price within a predetermined
period. The highest GRDP percentage value was in
2011, which was 6,18%. Furthermore, the
percentage value continues to change and in 2020
the percentage value of Sukabumi City's GRDP has
fallen sharply to -1,48%. This is caused by Covid-
19. And in 2021 the wheels of the economy in
Sukabumi City will start to slowly revive so that the
GDP percentage value also increases by 3,71%.
The inflation rate in Sukabumi City for the last 11
years is showed on Table 4. In 2014 the inflation rate
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for Sukabumi City was very high at 8.38%. Looking
at the inflation rate data available in the table, it can

be concluded that over the past 11 years, the inflation
rate in Sukabumi City has fluctuated.

Table 4
Descriptive Statistics
Num| Year ([Total Population [Percentage of GRDP (Million)  |Percentage of GRDP |Inflation
(People) IZ;)F))ulation Growth Growth (%0) Rate (%)
1 2011 [304.704 (1,23 % Rp. 5.923.156 6,18 % 4,26 %
2 2012 [308.405 1,21 % Rp. 6.510.552 5,80 % 3,98 %
3 2013 [311.822 1,10 % Rp. 7.309.646 5,51 % 8,03 %
4 2014 [315.001 1,03 % Rp. 8.140.751 5,98 % 8,38 %
5 2015 [318.117 0,98 % Rp. 8.971.328 4,91 % 2,20 %
6 2016 [321.097 0,94 % Rp. 9.718.687 5,56 % 2,57 %
7 2017 [323.788 1,23 % Rp. 10.549.217 5,14 % 4,10 %
8 2018 [326.282 1,19 % Rp. 11.472.892 5,51 % 2,95 %
9 2019 [326.680 1,19 % Rp. 12.387.691 5,49 % 2,33 %
10 2020 [346.325 1,44 % Rp. 12.401.540 -1,48 % 1,84 %
11 2021 [350.804 1,73 % Rp. 13.052.986 3,71 % 1,71 %
Table 5
Regression Analysis of Hypotheses Testing
Variable Coefficient Std. Error t-Statistic Prob. Results
(Constant) 73385,569 46518,333 1,578 0,159
POP -345,861 168,141 -2,057 0,079  Significant
GRDP 7,834 1,006 7,791 0,000 Significant
IR -25,631 548,877 -0,047 0,964 Not Sig
F-statistic 76,296 0.000 Significant
R-squared 0,970
Adjusted R-squared 0,958

Total Population and Local Tax Revenue

The results of multiple regression analysis
in Table 5 show that the significance value of the
population and local tax revenues is 0,079 with a
negative coefficient value of 345.862. That is, the
first hypothesis is rejected and shows that partially
the effect of population on local tax revenues is a
significant negative effect at the 10% level. The
regression coefficient which has a negative value
means that if there is a 1 times decrease in the
population, local tax revenues will decrease by -
345.861 times.

The results of this study contradict Aji and
Nugroho (2021) who argue that population density
has a positive and significant effect on local tax
revenues. Putra and Anis (2021) also explain that the
increasing number of residents in an area does not
necessarily increase local tax revenues as well. This
depends on the level of obedience of the people who
occupy the area. If they are reluctant to carry out
their tax obligations, local tax revenues will not be
able to move in a better direction. The results of this
study lead to the negative because it is possible that
if an area is densely populated with a large
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population it will reduce human reproductive power,
as stated in the theory of Sadler and Doubleday.
Another thing that causes differences in the results
of this study with previous studies is the background
of differences in socio-geographical conditions for
each region and differences in the period when the
research was conducted.

GRDP and Local Tax Revenue

The results of the partial test show a
significance value of 0,000 for the influence of
GRDP and local tax revenues. These results provide
evidence that GRDP has a significant effect on local
tax revenues so H2 is accepted. The results of
multiple linear regression analysis Table 5 show that
the GRDP coefficient on local tax revenues is
positive. That is, every 1 times increase in GRDP
causes local tax revenues to increase by 7.834 times.

GRDP has a positive and significant
influence on local tax revenues in Sukabumi City.
This result is in line with the results of a study by
Denny et al. (2018) and Noor (2021) which reveal
that gross regional domestic product has a positive
effect on local tax revenues. A high per capita GRDP
will have an impact on local tax revenues that are
better than before.

Inflation Rate and Local Tax Revenue

The results of hypothesis testing for the
inflation rate and local tax revenue show a
significance value of 0,964. It can be concluded that
H3 is rejected. The inflation rate does not have a
significant effect on local tax revenues.

The conclusion that the inflation rate has no
effect on local tax revenues in the City of Sukabumi
is in line with the results of research conducted by
Kondo (2020) that the presence of the inflation rate
does not have a significant effect on the revenue of
the local tax. However, the results of this study failed
to support the research conducted by Aji and
Nugroho (2021) which showed that inflation had a
significant positive effect on local taxes in the city
of Semarang. The difference in the results of this
study may be because inflation growth does not have
any effect on people who have high incomes. They
will still have a high lifestyle, for example, they will
still travel abroad and do other things. Communities
with high incomes can easily use local tax objects
which will automatically have an impact on the level
of local tax revenue.

Total Population, GRDP, Inflation Rate, and
Local Tax Revenue

The results of the F test or simultaneous test
in Table 5 show that the significance value is 0,000,

which means H4 is accepted. Total population,
GRDP, and inflation rate simultaneously or
simultaneously have a positive and significant
influence on local tax revenues. This is supported by
the final results of the test for the coefficient of
determination (R?) that the variables used in this
study, namely population, GRDP, and the inflation
rate, have an effect of 95.8%. This means that
simultaneously the population in Sukabumi City,
GRDP, and the higher inflation rate will have an
impact on the potential for greater local tax revenue
so that it can increase the economy in Sukabumi
City.

V. CONCLUSION

This study provides evidence that
population size harms local tax revenues in
Sukabumi City. This shows that an increase in the
number of residents in the City of Sukabumi does
not necessarily increase local tax revenues. The
reality that occurred in Sukabumi City was the
opposite. There was a decrease in local tax revenues
and the value of the decrease reached 345,861 times.
In addition, it is proven that GRDP has a positive and
significant influence on local tax revenues in
Sukabumi City. This shows that an increase in gross
regional domestic product will be followed by an
increase in local tax revenues in Sukabumi City. The
magnitude of the increase reached 7,834 times.
Meanwhile, the inflation rate has no effect on local
tax revenues in Sukabumi City. Taken together the
population, GRDP, and the inflation rate have a
significant positive influence on local tax revenues
in the City of Sukabumi. The magnitude of this
influence is 95.8%, which means that all
independent variables have an influence on local tax
revenues in Sukabumi City at that value. The rest is
influenced by other factors outside the variables in
this study.

This research is inseparable from the
limitations that become input for further research to
develop research samples in several other areas so
that they can provide far more optimal final research
results. This research is expected to contribute to the
Sukabumi City tax agency in providing socialization
to its citizens so that they can increase taxpayer
compliance in carrying out their tax obligations. This
is due to the importance of local tax revenues as a
regional economic wheel toward a better area. If the
number of people occupying a large area is not
supported by tax compliance, it will be a useless
factor.
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