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ABSTRACT: This study aimed to investigate the
performance and contribution levels of regional
taxes and regional levies as a source of Local own-
source revenue (PAD) in Bali Province between
2016 and 2022 using a descriptive analysis
method.The indication of "effective"” and "very
effective™ efficiency levels by the assessment
suggested that theregional government had
performed well, meeting the predetermined targets.
Moreover, the ability of the regional government to
manage levies andtaxes reflected the readinessto
implement autonomy,expected to foster genuine
capabilities and optimal responsibilities for
supporting development.The results showed that
the effectiveness of Bali Regional Taxes was
consistently successful in meeting revenue targets,
excluding 2020, which experienced a significant
decline of 23.92%. This decline was primarily
attributed to the economic impact of the COVID-19
pandemic and the implementation of Community
Activity Restrictions (PPKM). Theevaluation of
theregional  taxes incontributing to PAD
consistently achieved "Very Good" ratings. The
regional levies varied significantly, failing to reach
100% of the target. However, in 2016, 2017, and
2019, therevenue from regional levies showed
fairly effective results. The effectiveness of Bali
regional levies toward PAD was significantly less
effective compared to taxes. Regional taxes
consistently showed a "Very Good" contribution to
PAD, with the highest contribution recorded in
2022 at 83.64%.
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I. INTRODUCTION

The delegation of authority from the
central to regional governments is a key aspect of
decentralization. In Indonesia, regional
autonomygrants extensive powers to Regional
Governments for reforming management and
budgets. The objective is to empower each region
to optimize local potential, enhance revenue, and
support financing.

The success of regional autonomy policies
hinges on effective implementation. Furthermore,
decentralization principles regulate the relationship
between the central and regional governments
concerning taxation. Since the 1998 reform,
Indonesia has evolved into a highly decentralized
country. Over the past two decades, it has faced
challenges of low fiscal autonomy at the regional
level. Fiscal decentralization still heavily relies on
transfers from the central government to fund
regional expenditures. Despite the year-on-year
growth of Local own-source revenue (PAD), the
contribution to the Regional Revenue and
Expenditure Budget (APBD) remains relatively
small, reaching only 16.5% in 2021 [1].

Community welfare in the era of regional
autonomy is highly dependent on regional
governments. Therefore, these governments are
expected to intensify efforts to explore PAD
sources, as PAD is the main indicator of successful
regional autonomy implementation. An increase in
PAD signifies the fiscal independence of regional
governments and shows the success of autonomy
implementation. However, a decline or lack of
PAD reflects sub-optimal implementation of
regional autonomy.

PAD aims to enhance regional capacity to
explore various sources, thereby supporting
regional autonomy in line with the implementation
of decentralization [2]. Continual augmentation
ofPAD is a crucial regional income strategy,
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significantly financing the increasing annual
regional  expenditures in  governance and
developmental pursuits. Taxes serve as a primary
source of revenue for the Indonesian Government,
vying with the oil and gas sector and non-oil and
gas exports. As the largest income source, taxes
underpin government activities and improve citizen
lives, facilitating infrastructure development, and
elevating the quality of human resources [3], [4].
PAD, specifically through Regional Taxes, is a
crucial resource for regional development, enabling
the government to carry out essential
developmental activities.

This study aimed to investigate the
performance of regional taxes and levies as a
source of PAD in Bali Province, a region that has
not only gained prominence domestically but also
achieved international acclaim as a world-class
destination. This can be attributed to the distinction
as a cultural center in Indonesia and status as a
globally renowned tourism hub [5].

Bali often faces constraints in natural
resources to bolster the developmental pursuits.
PAD of the province primarily originates from
regional taxes, showing a substantial reliance on
this income stream, amounting to 83.64% in 2022,
as presented in Table 1.

Table 1: Percentage of Various Types of
Provincial PAD. Bali in 2022

Types of Balinese Percentag
PAD Rupiah Unit e

Regional tax 3,230,840,000,000 83.64%
Regional Levy 14,350,000,000 0.37%
Results of

Separated

Regional Wealth

Management 220,320,000,000 5.70%
Other Legitimate

PAD 397,360,000,000 10.29%
Total PAD 3,862,870,000,000 100.00%

Source: (DJPK, 2022)

Adopting a descriptive analysis method,
this study aimed to investigate the performance and
contribution levels of regional taxes and regional
levies as a source of PAD in Bali Province between
2016 and 2022. Efficiencies categorized as
"effective” and ‘"very effective" suggested
exceptional performance by the Provincial
Government of Bali, meeting or exceeding
established targets.

The hypothesis states that Bali shows
effective performance in achieving revenue targets
through regional taxes andlevies, significantly
contributingto PAD. The data comprised
information on regional tax andlevy revenue
targets, actual collections, and PAD realization
obtained from various sources, including the
Regional  Development  Planning  Agency
(Bappeda) database of Bali Province, Open Data,
and the database of the Directorate General of
Taxation.

Il. LITERATURE REVIEW

2.1 Institutional Background

The role of the national tourism sector is
increasingly ~ prominent, showed by the
development and contributions in foreign exchange
earnings, regional income, and regional
development. It also plays a crucial role in
attracting investments, generating employment
opportunities, and fostering businesses spread
across various regions in Indonesia. Bali is one of
the provinces heavily reliant on the tourism sector,
including the regencies of Jembrana, Tabanan,
Badung, Gianyar, Klungkung, Bangli, Karangasem,
Buleleng, and Denpasar City.

The regional income incorporated in PAD
comprises the regional taxes and levy sectors.
Provinces and Regencies/Cities have the
responsibility of determining regional taxes
andlevies. Regulations related to Regional Taxes
are stipulated in Bali Province Regional Regulation
Number 1 of 2011, which outlines the framework
of authority concerning taxes at the provincial
level.

Law Number 28 of 2009 introduces
various changes to the types of Provincial Taxes.
Bali Regional Taxes comprise Motor Vehicle Tax
(PKB), Motor Vehicle Title Transfer Fee
(BBNKB), Motor Vehicle Fuel Tax (PBBKB),
Surface Water Tax, and Cigarette Tax. Meanwhile,
regional levies in Bali consist of General Services,
Business  Services, and Certain Licensing
Levies[6].

2.2 Fiscal Decentralization

Government interventions  withlimited
engagement in redistributing resources through tax
mechanisms and social transfers have been widely
recognized as a significant factor contributing to
increasing income inequality [7]-[9]. Providing
public services to the community entails financial
aspects, and delegating spending authority grants
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regional governments the flexibility to manage
regional expenditures for service provision.

Fiscal  decentralization is  widely
recognized as an effective policy for
enhancingefficiency in delivering public goods and
arises as a strategy to stimulate economic
growth[10]. This entails the transfer of legislative
authority, rights, and financial resources from the
central to regional government entities, aimed at
improving public services[11], [12].

A fundamental principle inimplementing
fiscal decentralization is the expansion of tax
authority and the increase in regional revenue or
levies [13].The implementation of fiscal
decentralization since 2001 reflects one of
Indonesian  significant budget policies. The
Government of Indonesia has continued to improve
its implementation across regulatory levels. Despite
progressing over two decades until 2020,
evaluation results show the need for improvements
in the quality ofimplementation.  The
primarydisadvantage is the diverse challenges and
characteristics of Indonesian regions in formulating
fiscal decentralization policies suitable for all
regions [14].

Pietrovito et al., investigated whether the
degree of fiscal decentralization contributed to the
policy objectives of reducing income inequality
between regions. The results showed a negative
relationship between revenue redistribution among
regions and fiscal decentralization, particularly
when fiscal decentralization took the form of
revenue decentralization[15].

2.3 Regional Taxes

Regional taxes play a crucial role in state
administration, regulating budgets, redistribution,
and resource allocation. The regional taxes function
primarily focuses on the allocation of resources for
community services, alongside regulatory control.
The role of regional taxes can be classified into
two: budgetary and regulatory, although this
distinction is not absolute [14].

The ability of regional governments to
manage regional retribution and taxes reflects the
readiness to implement regional autonomy. This
conceptual framework aims to establish genuine
capabilities and optimal responsibilities to support
regional development [16], [17].

Decentralization of taxation in tax policy
has the potential to improve the efficiency of
governance and fiscal management. Meanwhile, it
can enhance tax revenue by promoting increased
tax compliance [18].Tossebro et al. stated that
Nordic countries showed a significant level of

decentralization, with regional revenue reaching
81.46% of central government revenue [18]. The
theoretical literature on the coordination of regional
taxes and subsidies is scarce globally, despite
significant  policies. Many countries lack
coordination in policies, with limited investigations
on regional subsidies compared to taxes in the
current study[19].

2.4 Regional Retribution

Regional retribution is a payment for
certain services or permitsgranted by regional
governments for the benefit of private individuals
or entities [20]. Furthermore, it plays a crucial role
in supporting and facilitating the implementation of
regional autonomy. This autonomy transcends the
division of authority between the Centraland
Regional Governments ingovernance
administration, assuming a crucial role by
integrating ~ fiscal ~ decentralization.  Fiscal
decentralization is significant as regional autonomy
requires financial support. Retribution, as a source
of PAD in accordance with the provisions of Law
Number 32 of 2004 and Law Number 33 of 2004,
is integral to this process.

Regional government revenue originates
not only from regional and central tax revenue
sharing but alsofrom regional retribution. However,
the potential for retribution varies among regions,
necessitating regional governmentsto identify
opportunities and augment revenue through
retribution. There are significant differences
between taxes and retribution, specifically
concerning the "Take and Give" principle.
Regional retribution is classified into three
categories, namely general service, business
service, and special licensing, as established in Law
28 of 2009 concerning Regional Taxes and
Regional Retribution.

2.5 Local Own Source Revenue (PAD)

As part of the executive function at the
regional level, governments are responsible for
managing financial policies in the jurisdictions.
Regional budgets are instrumental for revenue and
expenditure  determination, decision-making,
development planning, andauthority for future
expenditures. Initiatives aimed at increasing PAD
are essential to exceed the growth of APBD, with
the objective of augmenting PAD contribution to
total APBD revenue[21].

The tourism sector as part of the tertiary
industry has a significant role in economic growth
[22]. The potential income derived from regional
tourism serves as a crucial income source and an
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indicator of regional independence in implementing
regional autonomy.  This was in line with
Nasir[23]thatincreased PAD obtained by a region
corresponded with the level of development
progress in the same region.

The basic principle in PAD states that a
greater contribution to the APBD indicates
decreased regional reliance on the central
government, a consequence of the real and
responsible implementation of regional autonomy.
Therefore, the increasing revenue from regional
taxes and retribution can lead to an increase in
PADJ[24]. This was also supported by Adi[25], who
stated that PAD could be augmented through
economic growth and strategic allocation of
expenditure,  particularly  in infrastructure
development.

111.STUDY METHODS

The data used in this study comprised
financial details concerning Regional Taxes
Targets, Regional Retribution Targets, PAD
Targets, Regional Taxes Realization, Regional
Retribution  Realization, and Bali Province
Regional PAD Realization from 2016 to 2022. The
objective was to evaluate the performance of
regional  taxesthrough statistical  descriptive
analysis. To provide a more detailedreview,
Regional tax Effectiveness, Regional Retribution
Effectiveness, Regional taxes contribution to PAD,
and Regional Retribution Contribution to PAD
were assessed. These measurements were based on
methodologies previously used bySartika et al. and
Sucianti et al. [26], [27].

Realization Regional Tax

Regional Tax Effecti =
egional Tax Effectiveness Regional TaxTarget

Regional  taxes  effectiveness  was
evaluated using the Regional Taxes Effectiveness
(RTE) metric formulated by Halim[28] and based
on the Regulation of the Home
AffairsMinistryNumber 690,900,327, presented in
Table 2. RTE was calculated by comparing the
Regional Taxes Realization with Regional Taxes
Target for a specific fiscal year, depicted as a
percentage difference. Regional Taxes Realization
signified the actual revenue generated from
regional taxes in a given fiscal year. Meanwhile,
Regional Taxes Target denoted the predetermined
monetary objective for regional tax revenue.

Table 2: Regional Taxes Effectiveness Criteria

Effectiveness Level (%) | Effectiveness Category
> 100 Very Effective
90 — 100 Effective
80 — 90 Moderately Effective
60 — 80 Less Effective
<60 Not Effective

x 100%

Contribution of Reg. Tax Effect. =

The effectiveness of regional retribution
could be measured by comparing the actual
achievement with the targeted regional retribution,
serving as an indicator of success in the collection
process. The success of regional retribution was
measured by considering the effectiveness using
the percentage of final resultspresented in Table 3.

Realization LR

1 0,
Target LR x 100%

Regional Retribution Effectiveness =

Table 3: Effectiveness of Regional Retribution
Criteria

Effectiveness Effectiveness Category
Level (%)
=100 Very Effective
90 — 100 Effective
80 — 90 Moderately Effective
60 — 80 Less Effective
< 60 Not Effective

Source: Depdagri, Kepmendagri Number 690.900.327 of
2006).

The contribution of regional taxes toPAD,
represented as CRTE, was also assessed. The
effectiveness category is calculated in accordance
with the Regulation of the Home AffairsMinistry
Number 690.900.327 of 2006 concerning
Guidelines for Regional Financial Assessment and
Performance, as detailed in Table 4.

Realization Reg. Tax
Realization PAD

x 100%

Table 4: Criteria for Regional Taxes Contribution
to PAD

Contribution Rate Effectiveness Category
(%)
> 50 Very Good
40 — 50 Good
30 — 40 Moderately Good
20 —30 Adequate
10 — 20 Less
<10 Poor

Source: Depdagri, Kepmendagri Number 690.900.327 of
2006 concerning Guidelines for Regional Financial
Assessment and Performance
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Regional retribution contribution refers to
the degree of impact that regional retribution has
on PAD. It is substantial in augmenting AD income
when the final calculated percentage exceeded
40%, as stipulated by the Ministry of Home Affairs
Regulation  Number 690,900,327 of 2006,
presented in Table 5.

Realization LR

. . _ Realization LR o
Cont. of Local Retri. Effectiv. Realization PAD x 100%

Table 5: Criteria for Regional Retribution
Contribution to PAD

Contribution Rate Effectiveness Category

(%)
=50 Very Good

40 —50 Good

30 — 40 Moderately Good

20 — 30 Adequate

10 — 20 Less
<10 Poor

Source: Depdagri, Kepmendagri No. 690.900.327 of
2006 concerning Guidelines for Regional Financial
Assessment and Performance

IV. RESULTSAND DISCUSSION

This section provides an overview of
theanalysis as a whole, primarily focusing on
addressing research questions, particularly related
to financial performance evaluation.

4.1  Descriptive Statistics

Descriptive statistics for Regional Taxes,
Regional Retribution, and Bali PAD are presented
in Table 6. The data showed that the average
realization of Bali Regional Taxes from 2016 to
2022 was IDR 160,300.3829 billion. The lowest
occurred in 2022, amounting to IDR 3,230.84
billion, while the highest was recorded in 2019,
reaching IDR 208,938.2 billion. For Bali Regional
Retribution during the same period, the average
realization was IDR 7,951.63 billion. The lowest
figure was observed in 2022, totaling IDR 14.35
billion, while the highest was recorded in 2016 at
IDR 10,139.03 billion.

Regarding PAD of Bali, the average
realization from 2016 to 2022 was IDR 233,564.61
billion. The lowest realization occurred in 2022,
totaling IDR 3,862.88 billion, while the highest
was in 2021,reaching IDR 297,009.78 billion.

Table 6: Descriptive Statistical Results of PAD,
Regional Taxes, Regional retribution (in Billion Rupiah)

Category Min Max Mean Std. Dev

Regional
Taxes
Target 2580.45 | 235267.33 | 168268.8086 | 77830.40852

Regional
Retribution
Target 18.22 12816.7 | 10354.42429 | 4572.461226

PAD
Target 3000 | 328418.72 | 239917.6329 | 110309.4665

Regional
Taxes
Realization | 3230.84 208938.2 | 160300.3829 | 71255.85229

Realization
of
Regional
Retribution 14.35 10139.03 | 7951.632857 | 3559.703066

PAD
Realization | 3862.88 | 297009.78 233564.61 | 103713.6071

Source: Processed data (2023)

4.2  Bali Regional Taxes Effectiveness

The effectiveness of Bali Regional Taxes
during the period 2016-2022 is presented in Table
7. The analysis showed the consistent effectiveness
of Bali Regional Taxesin achieving the revenue
target each year, excluding 2020, where
effectiveness significantly decreased by 23.92%.
This decline was primarily triggered by the
economic impact resulting from the COVID-19
pandemic and the implementation of Community
Activity Restrictions (PPKM). The implementation
of PPKM policies, in response to the pandemic,
resulted in an economic decline, particularly in the
significant reduction of tourists visiting Bali.
However, in 2022, there was an upturn in the
economic growth of Bali Province, evidenced by
increased tourist arrivals, both domestic and
foreign. This surge could be attributed to the
auxiliary and primary events of the G20
Presidential Summit, alongside a gradual recovery
in the tourism sector.

Table 7 Bali Regional Taxes Effectiveness

Year Score Effectiveness Category

2016 | 98.13% | Effective

2017 | 106.70% | Very Effective

2018 | 105.08% | Very Effective

2019 | 100.08% | Very Effective

2020 | 76.16% | Less Effective

2021 | 91.63% | Effective

2022 | 125.20% | Very Effective

Source: Processed data (2023)
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4.3  Contribution of Regional Taxes to PAD
Table 8 presents the contribution of regional
taxes to Bali PAD during the fiscal years from
2016 to 2022. Data analysis in the table showed
that regional taxes consistently and significantly
contributed to PAD. The performance evaluation of
regional taxes in contributing to PAD consistently
demonstrated achievements in the "Very Good"
category. The highest contribution of regional taxes
was recorded in 2022, reaching a value of 83.64%.

Table 8. Contribution of Regional Taxes to Bali
PAD

Table 9. Bali Regional Retribution Effectiveness

Year Score Effectiveness Category

2016 85.96% | Moderately Effective

2017 82.47% | Moderately Effective

2018 75.53% | Less Effective

2019 81.42% | Moderately Effective

2020 65.62% | Less Effective

2021 70.82% | Less Effective

2022 78.73% | Less Effective

Year Score Effectiveness Category
2016 68.53% | Very Good
2017 65.72% | Very Good
2018 71.14% | Very Good
2019 71.15% | Very Good
2020 67.85% | Very Good
2021 67.10% | Very Good
2022 83.64% | Very Good

Source: Processed Data (2023)

4.4  Effectiveness of Bali Regional Retribution

Regional government revenue also included
income from local fees apart from revenue
generated from regional taxes and the share of
central tax revenue allocated to regional
governments. However, the potential for fees
varied across regions,necessitating governments to
critically identify opportunities to increase revenue
through fees.

Regional  retribution was  considered
effective when the final calculation reached a
percentage above 80% (Ministry of Home Affairs,
Decree No. 690.900.327 Year 2006). The
effectiveness of Bali regional retributions between
2016 and 2022 is presented in Table 9. The results
showed varying revenue from Bali regional
retributions, as observed from the realizations that
failed to reach the 100% target. However, relatively
effective results were obtained in 2016, 2017, and
2019.

Source: Processed Data (2023)

4.5  Contribution of Regional Retribution to

Bali PAD

The contribution of regional retribution
could significantly impact the increase in PAD.
Based on analysis, the contribution percentage of
regional retributions to the increase in PAD in Bali
for seven consecutive years did not reach 10%,
thereby categorized as "Very Low." Furthermore,
each year witnessed a continuous decline in
regional revenue from retributions. The highest
decline occurred in 2022, dropping to 2.49%, as
presented in Table 10.

Table 10. Contribution of Regional Retribution to

Bali PAD
Year | Score Effectiveness Category
2016 | 4.42% Very less
2017 | 3.52% Very less
2018 | 3.37% Very less

2019 | 3.33% Very less

2020 | 3.18% Very less
2021 | 2.86% Very less
2022 | 0.37% Very less

Source: Processed Data (2023)

Local revenue is essentially obtained from
taxes, retributions, or other levies imposed on the
entire community. Fairness in taxation was related
to the principles of "horizontal" and "vertical"
equity. Horizontal equity indicated treating
individuals in the same position equally, while
vertical equity was based on the ability of
taxpayers/non-taxpayers (retributions) to pay. This
showed that individuals with a higher payment
ability should bear a higher tax burden. To balance
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these principles, regional governments might

rationally discriminate tariff rates to eliminate

injustice.

Table 10 shows that the effectiveness of
regional retributions on PAD is significantly less
effective than regional taxes. However, the types of
retribution to be collected had been clearly defined.
Current types, including General Service, Business
Service, and Specific Licensing Retributions,
remained applicable and could be further
developed in compliance with regulations and
authorities.

In Indonesia, these matters were regulated
by Law Number 28 of 2009 concerning Regional
Taxes and Retribution (formerly Law Number 34
of 2000 amending Law Number 18 of 1997
concerning Regional Taxes and Retributions, as
further regulated in Government Regulation
Number 65 of 2001 concerning Regional Taxes and
Government Regulation Number 66 of 2001
concerning Regional Retributions). Some of the
regional regulations in Bali Province include:

e Bali Provincial Regulation Number 4 of 2018
on the Third Amendment to Bali Provincial
Regulation Number 6 of 2011 concerning
Specific Licensing Retributions.

e Bali Provincial Regulation Number 3 of 2018
on the Second Amendment to Bali Provincial
Regulation Number 3 of 2011 concerning
Business Service Retributions.

e Bali Provincial Regulation Number 18 of 2016
on the Amendment to Provincial Regulation
Number 1 of 2011 concerning Regional Taxes.

e Bali Provincial Regulation Number 2 of 2011
concerning General Service Retributions.

V. CONCLUSION

In conclusion, this study investigated the
effectiveness and contribution levels of regional
taxes and fees as sources of PAD in Bali Province
from 2016 to 2022, using a descriptive analysis
method. The results showed that the effectiveness
of Bali regional taxes was consistentlyeffective in
achieving revenue targets each year, excluding
2020 when there was a significant decrease of
23.92%, largely due to the economic impact of the
COVID-19 pandemic and the implementation of
Community Activity Restrictions (PPKM). Bali
regional taxes consistently achieved a "Very Good"
rating in contributing to PAD. The effectiveness of
Bali regional retributions between 2016 and 2022
varied, with realizations that failed to reach the
100% target. However, in 2016, 2017, and 2019,

the collection of regional retributions showed
relatively effective results. In terms of contribution
to PAD, Bali regional retributions were
significantly less effective than regional taxes.
Regional taxes consistently fell in the "Very Good"
category, with the highest contribution occurring in
2022 at 83.64%.

Future investigations could adopt regression
analysis to assess the impact of regional taxes and
retributions on PAD, as the current study mainly
relied on descriptive analysis. Using a univariate
method in regression testing might reduce potential
biases arising from interconnections among various
types of regional taxes.
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