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ABSTRACT 

This study aims to assess the Tulang Bawang Regency's fiscal independence and determine the fac-

tors that affect it. This study used the data of the 2015-2019 Statement of Budget Realization of Tu-

lang Bawang Barat Regency and primary data from interviews. The research method applies a qual-

itative approach with an inductive methodology using several financial ratios such as the effective-

ness of Local Own-source Revenue management, the ratio of the degree of decentralization, the ra-

tio of regional financial dependence, and the ratio of regional financial independence. Based on the 

results, the ratio of regional financial independence shows an average of 1.54%, within the 0 -25% 

interval, and classified under the shallow criteria. It may be inferred that regional financial inde-

pendence in meeting its funding needs for the administration of government affairs is still very low. 

The regional financial dependence ratio shows an average of 85.99%, categorized as a very high de-

pendency. The calculation of the ratio results proves that the local own-source revenue of Tulang 

Bawang Barat Regency is still low. Furthermore, a large number of mandatory spending from the 

central government and national budgeting politics causes the regional financial independence of 

Tulang Bawang Barat Regency to become low. 
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INTRODUCTION  

A just and prosperous Indonesian society 

can be achieved through local governments. 

Under article 18 paragraph (1) of the 1945 

Constitution, the Unitary State of the Repub-

lic of Indonesia is divided into provincial ar-

eas. The province is divided into districts and 

cities, where each province, district, and the 

city has a local government regulated by law. 

Local governments can run their affairs 

based on autonomy and co-administration 

tasks. In paragraph (5), it is explained that 

local governments exercise autonomy to the 

fullest extent, except for government affairs 

determined by law to be the affairs of the 

Central Government. Law Number 23 of 

2014 concerning Local Government and Law 

Number 33 of 2004 concerning Financial 

Balance between the Central Government 

and Local Governments in lieu of Law Num-

ber 25 of 1999 regarding Financial Balance 

between Central and Local Governments are 

legal products that strengthen the role of Lo-

cal Governments as the organizer of regional 

autonomy. 

 

In implementing regional autonomy, funding 

is needed to run the government so that fis-

cal decentralization transpires. Fiscal decen-

tralization in Indonesia is accomplished 

through Transfers to Regions and Village 

Funds provided by applicable regulations 

(Arif & Maksum, 2017). In addition, autono-

mous regions are also entitled to maximize 

their respective regional original revenues to 

reduce the ratio of regional financial depend-

ence on central government finances 

(Babczuk & Więznowski, 2008; Scutariu & 

Scutariu, 2015). In exercising regional auton-

omy, adequate funding is needed for the lo-

cal governments to have the right to optimal-

ly manage the potential that exists in their 

respective regions according to the needs to 

achieve development and community wel-

fare. Local governments could also provide 

funding sources based on the authority of the 

Central Government, decentralization, de-

concentration, and co-administration. As a 

result of implementing regional autonomy, 

fiscal decentralization arises, which aims to 

increase the region's potential from a fiscal 

perspective. Fiscal decentralization plays a 

very important role in implementing region-

al autonomy to improve community welfare 

independently of the potential of each re-

gion.  

 

The State Budget (Anggaran Pendapatan dan 

Belanja Negara, APBN) in 2020 had funds 

transferred to regions amounting to Rp770 

trillion and allocated village funds in 2020 

amounting to Rp70 trillion, which were dis-

tributed to all regions and villages in Indone-

sia. These amounts were larger than the pre-

vious year, where in 2019, the transfer of 

funds to the regions reached Rp703 trillion, 

and village funds amounted to Rp60 trillion. 

The funds are distributed to all regions in 

Indonesia with an amount adjusted to each 

region's conditions. These funds are utilized 

to achieve equitable development through-

out Indonesia. The transfer funds also in-

clude special autonomy funds granted to sev-

eral regions that hold special autonomy sta-

tus and regions designated as special re-

gions.  

 

Lampung Province is an autonomous region 

at the provincial level, granting the right to 

carry out its government affairs. The imple-

mentation of government affairs is carried 

out according to the conditions of each re-

gion by using the existing budget in the local 

government budget (Regional Revenue and 

Expenditure Budget, APBD), both from Lo-

cal Own-source Revenue (Pendapatan Asli 

Daerah, PAD) and transfer funds from the 

central government. However, Lampung 

Province still relies much on transferring 

funds from the central government. Tulang 

Bawang Barat Regency is one of the autono-

mous regions in Lampung Province. The Dis-

trict of Tulang Bawang Barat was formed by 
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Law number 50 of 2008 and had the manda-

tory authority to carry out regional develop-

ment and manage budget policies by the re-

gion's needs in regional fiscal independence. 

The initial consideration of  its formation 

was to accelerate regional development, 

streamline public services, shorten the span 

of government control, and accelerate peo-

ple's welfare.  

 

Public services and development aimed at 

improving the welfare of local communities 

require funding to support the smooth im-

plementation of government affairs. Tulang 

Bawang Barat Regency has three sources of 

income, namely PAD, transfer funds, and 

other legitimate revenue (Ngadisah & 

Alma'arif, 2019). However, until this re-

search was carried out, the financial inde-

pendence of Tulang Bawang Barat Regency 

was not better than that of Tanggamus Re-

gency, which was an autonomous region 

formed in the same period (Afif & Ciptawaty, 

2020). Tulang Bawang Barat Regency still 

relies on transfers from the central govern-

ment to meet its regional expenditures. It 

can be seen from the percentage value of 

transfer funds to the regions compared to 

regional revenues that are still prominent in 

funding government affairs. The percentage 

of transfer funds contribution is 70%, and 

other legitimate revenue is around 15% to 

21% of the total regional income.  

 

Regional financial performance can be meas-

ured by regional financial performance, 

which can be seen from regional independ-

ence and the degree of fiscal decentraliza-

tion. Regional financial independence char-

acterizes local governments in terms of re-

gional dependency on central and provincial 

government funding sources (Karenina, An-

dayani, Aditya, & Wasil, 2021; Suci & Asma-

ra, 2014). The higher the regional financial 

independence, the lower the regional de-

pendency on government and provincial as-

sistance. Regional financial independence 

also illustrates community participation in 

regional development (Kamaroellah, 2017; 

Rante, Mire, & Paminto, 2018), where the 

higher regional financial independence illus-

trates the higher public participation in pay-

ing taxes and regional retributions.  

 

Studies related to regional financial inde-

pendence have revealed that regional finan-

cial independence is different from one to 

another, depending on the geographical con-

ditions of the region (Camagni, 2002; Psy-

charis, Zoi, & Iliopoulou, 2016), the structure 

and form of state government (Babczuk & 

Więznowski, 2008; Mitsopoulos & Pelagidis, 

2008), and effectiveness of government or-

gans in their ability to provide public ser-

vices (Barbieri, Galli, Fedele, & Ongaro, 

2013). Regional financial independence 

shows the ability of the Local Government to 

finance government affairs, development 

activities, and service delivery to the commu-

nity who have paid taxes and levies as a 

source needed by the region (Halim, 2004). 

Several factors affect regional financial inde-

pendence, including Regional economic po-

tential and the ability of the Regional Reve-

nue Agency (Dinas Pendapatan Daerah, Dis-

penda). Indicators that are widely used as a 

benchmark for regional economic potential 

are Gross Regional Domestic Product 

(GRDP). The regional financial independ-

ence can be improved in a planned manner 

through the ability or performance of inno-

vative institutions or organizations and the 

use of the Dispenda to increase regional rev-

enues (Oulasvirta & Turala, 2009; Saunders, 

2018; Tarmizi, 2010). 

 

These studies can take several considerations 

to determine regional financial dependence, 

namely the ratio of the effectiveness of PAD 

management, the ratio of the degree of de-

centralization (Olson, 2012), and the ratio of 

regional financial dependence (Cigu, 2014; 

Jemna, Onofrei, & Cigu, 2013), and the ratio 

of regional independence (Cigu, 2014; 
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Halim, 2004). Financial independence can 

be caused by the capabilities and capacities 

of local governments supported by the role 

of universities (Waluyo, 2018), improvement 

of the investment climate (Herianti, 2019), 

and the role of internal audit in supervising 

regional spending (Zarista & Ichsan, 2020).  

 

Increasing regional independence is closely 

related to the ability of the region to manage 

local revenue. The government is expected to 

be able to increase PAD to reduce financial 

dependency on the central government, 

thereby increasing regional autonomy and 

flexibility. Based on the previous descrip-

tion, the author needs to assess the fiscal in-

dependence of the Tulang Bawang Regency 

and find out the factors that affect it.  

 

 
RESEARCH METHOD 
 

This study took place at the Regional Finan-

cial and Asset Management Agency (Badan 

Pengelolaan Keuangan dan Aset Daerah, 

BPKAD) of Tulang Bawang Barat Regency 

and used a constructivist paradigm with a 

qualitative approach. Such an approach ex-

plains that this study departs from the phe-

nomenon of Tulang Bawang Barat Regency’s 

high level of regional financial dependency 

on central government finances. Given the 

preceding, the theory in this study serves as 

a guide for analysis and interview. For this 

purpose, this study uses exploratory re-

search. Data was collected qualitatively by 

conducting interviews with local government 

officials such as regional heads, heads of de-

velopment planning agencies, members of 

regional revenue agencies, and local assem-

bly members. Meanwhile, interviews with 

academics were also conducted with people 

responsible for drafting local government 

laws in Indonesia.  

 

This study uses two types of triangulation for 

data validation: methodological triangula-

tion and data source triangulation. Methodo-

logical triangulation compares interview re-

sults and documents collected from financial 

reports of the Ministry of Finance and the 

local revenue agency of Tulang Bawang Barat 

regency. In contrast, data source triangula-

tion compares the information from several 

interviews developed hierarchically. The data 

analysis technique uses several methods car-

ried out in stages, such as data coding, data 

presentation, and concluding. Data coding is 

implemented through several stages, starting 

with open, axial, and selective coding 

(Saldaña, 2009), finding common factors 

that lead to the region’s high financial de-

pendency on central government finances. 

This study used the NVIVO version 12 plus 

application to analyze the data (Bazeley & 

Richards, 2011). 

 

 

RESULT AND DISCUSSION 
 

Financial independence aims to solve prob-

lems and address obstacles related to financ-

ing development and services to the commu-

nity without any assistance from external 

parties. This financing can be done by in-

creasing community participation in utilizing 

regional resources and potential also making 

appropriate financial decisions from the lo-

cal government. An important step that the 

local government must take is calculating the 

actual potential PAD owned by the region. 

One of the objectives of implementing re-

gional autonomy and fiscal decentralization 

is to increase regional independence and re-

duce fiscal dependence on the central gov-

ernment. The principle of independence 

leads to budget management done by reduc-

ing dependency on financial sources that are 

pragmatic, originating from the central gov-

ernment, by trying to innovate and discover 

new sources of revenue, optimize existing 

resources, and enhance the quality of exist-

ing resources. Therefore, it will improve 

productivity and increase the community's 
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prosperity and welfare (Oulasvirta & Turala, 

2009; Tarmizi, 2010). 

 

Factors Causing the High Dependence 

of Regional Finances: Local Own-

source Revenue 

 

PAD is one source of regional income, which 

usually consists of regional taxes and levies 

as its components. Law Number 33 of 2004 

concerning Financial Balance between the 

Central Government and Local Governments 

specifies that PAD includes regional income 

originating from regional tax results, region-

al levies, results of separated regional wealth 

management, etc. Another legitimate PAD, 

which aims to provide flexibility to regions in 

exploring funding sources to implement re-

gional autonomy, is seen as a manifestation 

of the principle of decentralization. 

 

Regional financial independence can be 

demonstrated by comparing PAD with reve-

nues from the central government. PAD in 

Tulang Bawang Barat Regency is different 

every year. According to Kamaroellah (2017), 

the low regional financial capacity is caused 

by the relatively small PAD compared to the 

total regional income. This can be seen from 

the development of PAD receipts in the last 

five fiscal years, especially from the 2015 to 

the 2019 of APBD, as illustrated in Table 1. 

Table 1 is sourced from the Statement of 

Budget Realization (Laporan Realisasi Ang-

garan, LRA) and shows that PAD targets and 

realizations have increased in each fiscal 

year. However, despite an increase yearly, 

the budget realization in the 2015-2019 fiscal 

year has not yet reached its target. In the 

2019 fiscal year, the realization percentage 

was the highest compared to the previous 

four years, which was 92.65%. Overall, the 

realization of the APBD revenue of Tulang 

Bawang Barat Regency has not been going 

well. The Head of BPKAD Planning Subdivi-

sion of Tulang Bawang Barat Regency said 

that regional revenue targets must be adjust-

ed to regional conditions. The adjustment is 

mainly carried out on PAD, the main compo-

nent in seeing financial independence. 

Therefore, the determination of the target is 

left to the local government and adjusted to 

the condition of PAD sources owned by the 

Tulang Bawang Barat Regency government 

in the relevant fiscal year. 

 

In addition, the comparison between the re-

alization of PAD with the target set shows 

the ability of local governments to realize 

local revenue or commonly referred to as the 

PAD Effectiveness Ratio (Halim, 2004). The 

higher the effectiveness ratio, the better the 

regional ability to manage finances. Accord-

ing to Mardiasmo (2006), the value of the 

effectiveness ratio is < 75, the local govern-

ment PAD management is declared as inef-

fective, 75-89 is less effective, 90-99 is quite 

effective, and 100 is effective. 

 

From Table 1, it can be seen that, in general, 

the level of effectiveness of PAD manage-

ment is less effective because the average 

percentage is 82.41, which is in the range of 

75-89. Although it is stated that it is still not 

Year Target Realization Percentage (%) 

2015 22,208,000,000 16,452,748,570 74.08% 

2016 29.,235,329,180 20,882,974,136 71.43% 

2017 27,039,304,221 23,142,474,247 85.58% 

2018 32,359,786,824 27,611,116,135 85.32% 

2019 33,883,490,825 32,410,517,401 92.65% 

Source: Government of Tulang Bawang Barat Regency (2015, 2016, 2017, 2018, 2019).  

Table 1. Target and Realization of Local Own-source Revenue (PAD) Tulang Bawang Barat Regency in 2015-2019  
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effective, the effectiveness of PAD manage-

ment increases in each fiscal year. The Head 

of the BPKAD of Tulang Bawang Barat Re-

gency explained that the management of 

PAD continued to be improved each fiscal 

year. However, the realization has not yet 

reached the target. The local government of 

Tulang Bawang Barat Regency has the au-

thority and regional opportunities to obtain 

profitable regional income by increasing in-

come sources and through good revenue 

management. Meanwhile, income other than 

PAD, especially transfer funds from the cen-

tral government, has fixed provisions. There 

is a fixed pattern that local governments only 

receive funds according to a predetermined 

amount. 

 

The most significant contributor to the in-

come of the Tulang Bawang Barat Regency is 

the transfer of the central government, espe-

cially the balance fund. Balance 

Funds originate from the APBN, which aim 

to fund regional needs in implementing de-

centralization. The funds consist of the Tax 

Revenue Sharing Fund, the Non-Tax Reve-

nue Sharing Fund/Natural Resources, the 

General Allocation Fund (Dana Alokasi 

Umum, DAU), and the Special Allocation 

Fund (Dana Alokasi Khusus, DAK). There 

are two objectives of the existence of a bal-

ancing fund. The first is to reduce the fiscal 

gap between the central and local govern-

ments also between other local governments. 

Second is the achievement of financial equity 

between the central and local governments 

and other local governments.  

 

The degree of fiscal decentralization illus-

trates the ability of regions to increase local 

revenue to finance regional autonomy 

(Oulasvirta & Turala, 2009). This ratio is cal-

culated by comparing the amount of PAD 

with the Total Regional Income. Based on 

Table 2, it can be seen that the average de-

gree of decentralization of Tulang Bawang 

Barat Regency for five fiscal years is 2.69%. 

According to Mardiasmo (2006), the ratio of 

the degree of decentralization of Tulang 

Bawang Barat Regency for the 2015-2019 

fiscal year still falls under the very poor crite-

ria (0.00-10.00).  

 

In addition, the degree of decentralization 

also can be calculated using the regional fi-

nancial dependence ratio to show how much 

regional financial depend on transfer funds 

from balance fund. The ratio is obtained by 

comparing the transfer funds with the total 

regional income. The higher this ratio, the 

greater the level of dependence of local gov-

ernments on the central and/or provincial 

governments and vice versa (Kamaroellah, 

2017; Psycharis et al., 2016). The high level 

of fiscal decentralization shows that local 

governments have been able to increase PAD 

compared to other revenues in regional reve-

nues. If the PAD ratio is high, it will reduce 

the dependence of local governments on the 

Year Total Regional 
Revenue (Rp) 

Transfer Funds 
(Rp) 

PAD (Rp) Degree of  
Decentraliza-
tion Ratio (%) 

Regional 
Financial 

Dependence 
Ratio (%) 

Regional  
Financial Inde-
pendence Ra-

tio (%) 

2015 804,443,705,056 706,298,417,218 16,452,748,570 2.04 87.79 1.10 

2016 865,796,622,415 720,823,633,663 20,882,974,136 2.41 83.55 1.33 

2017 865,130,634,078 801,318,569,071 23,142,474,247 2.67 92.62 1.58 

2018 943,924,559,731 879,890,258,775 27,611,116,135 2.92 93.21 1.70 

2019 946,904,183,516 689,236,141,842 32,410,517,401 3.42 72.78 
2.02 

Table 2. The degree of fiscal decentralization, Regional Financial Dependence and Independence Ratio 
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use of funds. Furthermore, regional financial 

independence shows the ability of local gov-

ernments to finance government activities, 

development, and services to people who 

have paid taxes and levies as a source needed 

by the region (Halim, 2004).  

 

Table 2 also shows the calculation results of 

the degree of regional financial dependence 

of Tulang Bawang Barat Regency with an av-

erage of 85.99%. The value falls in the cate-

gory of very high dependence (>50%), ac-

cording to Mardiasmo (2006). The level of 

dependence is determined by the size of the 

local government's financial independence 

ratio. This is in accordance with the explana-

tion of The Head of BPKAD Planning Subdi-

vision of Tulang Bawang Barat Regency.  

  
“The regional revenue of Tulang Bawang 
Barat Regency is still low; therefore still 
relies on transfer funds to meet its spend-
ing. This is because the regional revenue 
source of Tulang Bawang Barat is still not 
collected optimally, therefore, causing the 
contribution of original regional revenue 
to remain low, resulting in high regional 
financial dependence.” 

 

The average regional financial independence 

of Tulang Bawang Barat Regency is 1.54%. It 

still lies within the interval of 0.00 – 25.00 

and can be interpreted that the ratio of re-

gional financial independence of Tulang 

Bawang Barat Regency is low (Mardiasmo, 

2006). Calculating the regional financial in-

dependence ratio is the opposite of the re-

gional financial dependence ratio method. 

There are slight differences in terms of the 

components being measured. This measure-

ment can strengthen the results of calculat-

ing regional financial independence. 

 

Based on the calculation results of the vari-

ous ratios above, it shows that PAD has a sig-

nificant influence on the financial independ-

ence of a region, both in terms of the effec-

tiveness of PAD management, the degree of 

decentralization, regional financial depend-

ence, and regional financial independence. 

The low PAD causes the regional depend-

ence to become high, and regional financial 

independence becomes low. The regional 

dependence ratio shows how much regional 

finance is dependent on transfer funds from 

the central and/or provincial governments. 

The higher this ratio, the greater the level of 

local government dependence on the central 

and/or provincial governments and vice ver-

sa. The regional financial independence ra-

tio can describe the region's dependency on 

sources of funds originating from external 

parties of the local government. The level of 

dependency is determined by the size of the 

ratio of local government financial inde-

pendence. On the one hand, a high financial 

independence ratio indicates that local gov-

ernment dependence on funds from external 

parties is low. However, the lower the level 

of the financial independence ratio of a local 

government, the higher the dependence of 

the local government on funds sourced from 

external local governments. 

 

In this ratio, it can be seen that PAD is the 

primary indicator that is used as a bench-

mark.  However, the ability of regions to in-

crease PAD in financing government admin-

istration should also be a focus.  The low 

amount of PAD indicates that the region's 

ability to achieve targeted PAD is low.  Vari-

ous other reasons cause this.  The Head of 

the Budget Division of the BPKAD of Tulang 

Bawang Barat Regency explains that the 

weakness of the local government of Tulang 

Bawang Barat Regency so far lies in the abil-

ity to realize PAD. These weaknesses include 

finding sources of PAD, utilizing existing 

sources of PAD (as evidenced by the pres-

ence of unfulfilled targets), and managing 

PAD.  There are still taxpayers who do not 

pay taxes due to the absence of strict sanc-

tions and more accessible tax payment sys-

tems such as online tax payments and other 

conveniences. 
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Based on the description above, it can be 

concluded that all the problems that cause 

low PAD cannot be separated from the re-

gional conditions at that time. PAD collec-

tion can be carried out properly if a sound 

management system is available. Although 

the source of PAD is still relatively small, the 

collection can be optimized with a robust 

management system in place. Moreover, the 

problem in the Tulang Bawang Barat Regen-

cy area is the lack of PAD sources and cou-

pled with the lack of a sound collection man-

agement system. Therefore the collection is 

not optimal, especially on regional taxes and 

levies. This greatly affects the region's finan-

cial condition, making PAD influential in re-

gional financial independence. 

 

Factors Causing the High Dependence 

of Regional Finances: Mandatory 

Spending 

 

Mandatory spending is state expenditure or 

expenditure that has been regulated by law 

(Bowen, Chen, & Eraslan, 2014; Grechyna, 

2021). The contribution of funds originating 

from the central government (transfer funds) 

dominates the regional income and affects 

regional financial independence. The amount 

of transfer funds is caused by the large num-

ber of mandatory spending given by the cen-

tral government to local governments and 

must be fulfilled.  

 

The Head of BPKAD Planning Subdivision 

Tulang Bawang Barat Regency explained that 

in the administration of the local govern-

ment, a budget was needed to carry out the 

programs set by the local government and 

the central government. One of the expendi-

tures set by the central government for local 

governments is Mandatory Expenditure. In 

meeting these expenditures, the District Gov-

ernment of Tulang Bawang Barat still relies 

on transfer funds from the central govern-

ment. 

Mandatory expenditures in managing local 

government finances in Indonesia include an 

education budget allocation of 20% of the 

APBD following the mandate of the 1945 

Constitution Article 31 Paragraph 4 and Law 

Number 20 of 2003 concerning the National 

Education System Article 49 Paragraph 1. 

The health budget allocation of 10% of the 

APBD excludes salary expenditures as man-

dated in the Law Number 36 of 2009 con-

cerning Health Article 171. General Transfer 

Funds of at least 25% are directed to be ab-

sorbed for regional infrastructure spending 

directly related to the acceleration of the de-

velopment of public and economical service 

facilities to increase job opportunities, re-

duce poverty, and reduce supply gaps. It is 

regulated in the Law concerning State Budg-

et. Meanwhile, according Law Number 2014 

concerning Villages, Village Fund Allocation 

(Alokasi Dana Desa, ADD) is at least 10% of 

the balance fund received by the regency/city 

in the APBD after deducting DAK. 

 

The regional revenue of Tulang Bawang Bar-

at Regency has not been able to meet region-

al expenditures and still relies on transfer 

funds from the central government to meet 

its needs. Moreover, a large number of man-

datory spending from the central govern-

ment leads to greater regional financial de-

pendence of the Tulang Bawang Barat Re-

gency. On the other hand, mandatory spend-

ing is a policy that helps regions with poor 

financial capacity prioritize and meet the pri-

mary needs of the community (Phaup, 2019). 

The average contribution of PAD to regional 

expenditures in Tulang Bawang Barat Re-

gency in the 2015-2019 period was 2.704. 

 

Factors Causing the High Dependence 

of Regional Finances: Political Budget 

Policy 

 

The central government provides a regional 

autonomy policy for all regions in Indonesia 

to achieve equitable development following 
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Law Number 23 of 2014 concerning Local 

Government. The central government pro-

vides balance funds to prevent inequality be-

tween regions with low income and regions 

with high income to support the implementa-

tion of regional autonomy. The authority of 

local governments has changed in Law Num-

ber 32 of 2004 and most recently Law Num-

ber 23 of 2014. Table 3 presents these differ-

ences. 

 

These differences lead to changes that have 

impacts on local governments. One of the im-

pacts is the central government's control over 

large regional potentials. Because of this, the 

central government's concerns regarding 

large regional revenues can result in emerging 

‘small kings’ in the regions; hence some au-

thorities are withdrawn (Saunders, 2018). 

This shows that regardless of the central gov-

ernment's goal of carrying out budgetary poli-

tics, one of the causes of regional financial 

dependence in Tulang Bawang Barat Regency 

is a large amount of potential income man-

aged by the central government (Zarista & 

Ichsan, 2020). Thus, it will affect the financial 

independence of the region. 

 

Increasing regional financial independence of 

Tulang Bawang Barat Regency is carried out 

through efforts undertaken by local govern-

ments to overcome the factors causing low 

autonomy. Such efforts to increase PAD and 

regional financial independence are, first, 

data collection on potential sources of PAD. 

This activity is carried out to improve the 

source of local revenue. This includes moni-

toring restaurant/restaurant taxes and fixing 

parking lots in markets that have not been 

coordinated by the local government 

(Maličká, 2019). Second,  renewal of taxpay-

er data, including data collection for new 

taxpayers and re-stipulation of the amount 

of tax that must be paid. Third, increasing 

supervision of tax revenues in the regional 

treasury (de Sousa, Pinhanez, do Monte, & 

Diniz, 2020). Fourth, growing and increas-

ing public awareness, especially taxpayers, 

of their obligations through outreach activi-

ties on regional regulations on regional taxes 

and levies (da Cruz, Tavares, Marques,  

Jorge, & de Sousa, 2016; de Sousa Santos, 

1998); lastly, coordinating with the provin-

cial government and related regional offices. 

 

Furthermore, policies have also been set to 

increase the PAD of Tulang Bawang Barat 

Regency. The first policy is the distribution 

Notice of Tax Land and Building Assessment 

(Surat Ketetapan Pajak Bumi dan 

Citeria Law Number 32 Year 2004 Law Number 23 Year 2014 

Administration of Affairs Divided based on the criteria of 
externality, accountability, and efficiency 
by taking into account the compatibility 
of the relationship between government 
structures (article 11, paragraph 1) 

Implemented based on the principles of 
Decentralization, Deconcentration, and Co-
Administration (article 5, paragraph 4) 

Classification of Government 
Affairs 

It consists of mandatory and optional 
affairs (article 11, paragraph 3) 

It consists of absolute government affairs, 
concurrent government affairs, and general 
government affairs (article 9, paragraph 1) 

Energy and Mineral 
Resources 

It only refers to "natural resources," but 
the relationship between the central 
government and local governments 
includes authority, responsibility, 
utilization, maintenance, impact control, 
cultivation, conservation, profit sharing 
on the use of natural resources and other 
resources, and harmonization. 

The administration of government affairs in 
forestry, marine affairs, and energy and 
mineral resources is divided between the 
Central Government and the Provinces. 
(Article 14, Paragraph 1) Government affairs 
in the field of energy and mineral resources 
related to the management of oil and gas are 
under the authority of the Central 
Government 

Table 3. Comparison of Regency/City Authorities Based on Law Number 32/2004 and Law Number 23/2014 
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Bangunan)  to people whose assets have not 

been subject to PBB. Second is conducting a 

monthly meeting to evaluate the achieve-

ment of PBB acceptance with the Head of 

local agencies, the sub-district Head, and the 

Head of the village (Lurah). Next policy is 

providing information on the Village Head/

Lurah and the sub-district head with the 

highest percentage of PBB payments in their 

area. The fourth is conducting socialization 

with taxpayers to build awareness of paying 

taxes and developing online tax payments. 

 

In addition to increasing local revenue 

through the complete collection of taxes and 

levies, the local government of Tulang 

Bawang Barat Regency also seeks to increase 

PAD through Local-owned Enterprises. 

There are three Local-owned Enterprises 

(Badan Usaha Milik Daerah, BUMD)  namely 

Tulang Bawang Barat Regional General Hos-

pital, Islamic Rural Bank Tani (PT BPRS), 

and Ragem Sai Mangi Wawai Limited Com-

pany (PT RSMW). BUMD that has a fairly 

good contribution to the regional income of 

Tulang Bawang Barat, is PT RSMW Tulang 

Bawang Barat. The other two BUMDs still 

have no significant contribution as they face 

obstacles in their operationals. Therefore, the 

government must always seek and develop 

other innovations to increase PAD and re-

gional financial independence. 

 

Measures have been undertaken to overcome 

the dependence of regional finance on trans-

fer funds from the central government by 

improving regional financial management. 

The local government must have good budg-

et priorities to reduce the burden of spending 

on regional finances. Efforts to overcome the 

politics of national budgeting must also be 

carried out in routine coordination with the 

central government. Good planning needs to 

be done in determining budget allocation 

priorities to meet regional development 

needs and reduce regional dependence on 

transfer funds from the central government. 

Local Government Efforts to Increase 

Regional Independence 

 

BPKAD has the authority to collect PAD  and 

determine the amount received through the 

target setting. The efforts made by BPKAD 

also influence this. Such effort is to find out 

how these sources of PAD can be increased 

in terms of capacity or the amount of poten-

tial that can become a source of PAD. This 

can also increase the collection of PAD from 

existing potential sources. The Head of 

BPKAD of Tulang Bawang Barat Regency 

described that the local government simpli-

fies the system and procedures for collecting 

regional taxes and levies, including strength-

ening regulations that govern the collection 

of regional taxes and levies to increase the 

financial independence of the region. 

 

In addition, the local government also made 

efforts to increase the obedience of taxpayers 

and regional retribution payers, followed by 

increased control and supervision over the 

collection of PAD which was realized by im-

proving the quality, convenience, accuracy, 

and speed of service. According to The Head 

of BPKAD Planning Subdivision, a lack of 

public awareness causes the lack of PAD in 

Tulang Bawang Barat Regency in terms of 

compliance with payment obligations, either 

in the form of local taxes or levies. It is nec-

essary to increase taxpayer compliance 

through increased control and supervision of 

the collection of taxes or levies and strength-

en regulations related to regional taxes and 

levies. 

 

Moreover, the dependence of regional fi-

nance on transfer funds from the center to 

meet mandatory spending provided by the 

central government must be reduced. Efforts 

made by local governments in overcoming 

the dependence of regional finance on trans-

fer funds from the center are by improving 

planning. Budget planning in one fiscal year 

should be focused on the priority needs of 
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the region. Mandatory spending is one of the 

priorities of the regional budget that must be 

fulfilled. The Head of BPKAD of Tulang 

Bawang Barat Regency describes: 

 
"One of the priorities for budget spending 
is the mandatory expenditure given by 
the central government. This mandatory 
expenditure is what local governments 
must carry out each fiscal year. Good re-
gional financial management must be 
carried out in such a way to reduce the 
burden of regional spending, that spend-
ing becomes a priority and benefits the 
region, no less profitable for the region so 
that no budget is considered useless in 
Tulang Bawang Barat." 

 

The Head of the Planning Subdivision also 

supported the statement that setting good 

budget priorities can reduce the burden of 

regional financial expenditures, thereby re-

ducing regional dependence on the central 

government. Budget politics needs to be 

done to overcome this, among others, by co-

ordinating with local government associa-

tions. The politics of government is designed 

so that the central government's authority 

remains dominant. Normatively, the solution 

for local governments, both executive and 

legislative, is to urge the central government 

to give a larger portion to the regions to im-

plement autonomy in their respective re-

gions. 

 

 

CONCLUSION 
 
The regional financial independence of Tu-

lang Bawang Barat Regency remains low due 

to several factors, such as low PAD. Those 

are a result of a lack of complete tax collec-

tion and the lack of awareness of taxpayers to 

pay their obligations, the amount of manda-

tory spending that local governments must 

meet, and the occurrence of budget politics 

which leads to a reduction in the potential 

for regional revenues. The unitary form of 

government and the government system be-

come the main considerations to increase 

regional financial independence. 

 

Several efforts and measures are necessary 

to increase the capacity of the source of PAD 

of Tulang Bawang Barat Regency. These ef-

forts include simplifying the system and pro-

cedures for collecting regional taxes and lev-

ies, including strengthening regulations on 

collecting regional taxes and levies. Also, 

making efforts to increase the obedience of 

taxpayers and regional retribution payers 

followed by increased control and supervi-

sion of the collection of PAD can be achieved 

by improving the quality, convenience, accu-

racy, and speed of service. Good budget 

planning management is adjusted to the pri-

ority of regional needs and budget allocation 

in a good APBD structure, which is the main 

prerequisite for realizing regional financial 

independence. 

 

 

REFERENCES 

Afif, F. Y, & Ciptawaty, (2020). Kemandirian 

keuangan daerah dan pertumbuhan 

ekonomi Kabupaten/Kota Lampung 

Tahun Anggaran 2014-2018. E-Jurnal 

Ekonomi dan Bisnis Universitas Uda-

yana, 09(07), 609-626. DOI: 

10.24843/EEB.2020.v09.i07.p02 

Arif, A., & Maksum, I. R. (2017). Functional 

decentralization constructs in decen-

tralization policy in Indonesia (A study 

of irrigation, education, and free trade 

sectors). Jurnal Kebijakan Dan Admin-

istrasi Publik, 21(1), 55-75. DOI: 

10.22146/jkap.25383 

Babczuk, A., & Więznowski, A. (2008). The 

revenue autonomy of self-governments 

in selected EU Countries. Argumenta 

Oeconomica, 1(20), 67–81. Retrieved 

from https://dbc.wroc.pl/

Content/40113/PDF/

Babczuk_The_Revenue_Autonomy_O

f_Self_Governments_2008.pdf 



 

JURNAL TATA KELOLA DAN AKUNTABILITAS KEUANGAN NEGARA, Vol. 8, No. 1, 2022: 117-130 

128 

Barbieri, D., Galli, D., Fedele, P., & Ongaro, 

E. (2013). Drivers of autonomy of pub-

lic agencies in Italy. Financial Account-

ability and Management, 29(1), 26–

49. DOI: 10.1111/faam.12001 

Bazeley, P., & Richards, L. (2011). The NVI-

VO qualitative project book. London: 

SAGE Publications, Ltd. DOI: 

10.4135/9780857020079 

Bowen, T. R., Chen, Y., & Eraslan, H. (2014). 

Mandatory versus discretionary spend-

ing: The status quo effect. American 

Economic Review, 104(10), 2941–

2974. DOI: 10.1257/aer.104.10.2941 

Camagni, R. (2002). On the concept of terri-

torial competitiveness: Sound or mis-

leading? ERSA Conference Papers 

ersa02p518. European Regional Sci-

ence Association, 39(13), 2395–2411. 

DOI: 10.1080/004209802200002702 

Cigu, E. (2014). An approach of local finan-

cial autonomy and implication over 

sustainable development in the 

knowledge society. Journal of Public 

Administration, Finance and Law, 06, 

44–53. 

da Cruz, N. F., Tavares, A. F., Marques, R. C., 

Jorge, S., & de Sousa, L. (2016). Meas-

uring local government transparency. 

Public Management Review, 18(6), 

866–893. DOI: 10.1080/14719037. 

2015.1051572 

de Sousa Santos, B. (1998). Participatory 

budgeting in Porto Alegre: Toward a 

redistributive democracy. In Politics 

and Society, 26(4), 461–510. 

DOI:10.1177/0032329298026004003 

de Sousa, K. M., Pinhanez, M. D. M. S. F., do 

Monte, P. A., & Diniz, J. A. (2020). Sal-

ary, financial autonomy, and efficiency 

of healthcare systems in local govern-

ments. Applied Economics Letters, 27

(2), 122–126. DOI: 

10.1080/13504851.2019.1610697 

Government of Tulang Bawang Barat Regen-

cy. (2015). The Statement of Budget 

Realization (Laporan Realisasi Ang-

garan, LRA) Year 2015. Lampung: Gov-

ernment of Tulang Bawang Barat Re-

gency. 

Government of Tulang Bawang Barat Regen-

cy. (2016). The Statement of Budget 

Realization (Laporan Realisasi Ang-

garan, LRA) TA 2016. Lampung: Gov-

ernment of Tulang Bawang Barat Re-

gency. 

Government of Tulang Bawang Barat Regen-

cy. (2017). The Statement of Budget 

Realization (Laporan Realisasi Ang-

garan, LRA) TA 2017. Lampung: Gov-

ernment of Tulang Bawang Barat Re-

gency. 

Government of Tulang Bawang Barat Regen-

cy. (2018). The Statement of Budget 

Realization (Laporan Realisasi Ang-

garan, LRA) TA 2018. Lampung: Gov-

ernment of Tulang Bawang Barat Re-

gency. 

Government of Tulang Bawang Barat Regen-

cy. (2019). The Statement of Budget 

Realization (Laporan Realisasi Ang-

garan, LRA) TA 2019. Lampung: Gov-

ernment of Tulang Bawang Barat Re-

gency. 

Grechyna, D. (2021). Mandatory spending, 

political polarization, and macroeco-

nomic volatility. European Journal of 

Political Economy, 68, 101990. DOI: 

10.1016/j.ejpoleco.2020.101990 

Halim, A. (2004). Akuntansi Keuangan Dae-

rah. Jakarta: Salemba Empat. 

Herianti, E. (2019). Budget turbulence and 

budget deviation: Do local govern-

ments have the ability to reduce them? 

Jurnal Tata Kelola Dan Akuntabilitas 

Keuangan Negara, 5(1), 1–20. DOI: 

10.28986/jtaken.v5i1.285 

Jemna, D., Onofrei, M., & Cigu, E. (2013). 

Demographic and socioeconomic de-

terminants of local financial autonomy 

in Romania. Transylvanian Review of 

Administrative Sciences, 46–65. 

Kamaroellah, R. A. (2017). Analisis tingkat 

kemampuan keuangan daerah dalam 



FACTORS DETERMINING LOW REGIONAL FINANCIAL INDEPENDENCE: FINANCIAL... 
Frida Agustina, Agus Joko Pramono, Bahrullah Akbar, Alma’arif  

Vol. 8, No. 1, 2022: 117-130      129 

mendukung pelaksanaan otonomi dae-

rah. NUANSA: Jurnal Penelitian Ilmu 

Sosial Dan Keagamaan Islam, 14(1), 

123. DOI: 10.19105/nuansa.v14i1.1316 

Karenina, S., Andayani, K. D., Aditya, I. A., & 

Wasil, M. (2021). Tingkat kemandirian 

keuangan daerah dan implikasinya ter-

hadap pertumbuhan ekonomi Kabupat-

en Bojonegoro Tahun 2010-2019. Jour-

nal of Regional Economics Indonesia, 

2(1), 27–41.  

Law of The Republic of Indonesia Number 23 

of 2014 concerning Local Government 

(Undang-Undang Republik Indonesia 

Nomor 23 Tahun 2014 tentang 

Pemerintah Daerah). Retrieved from 

https://peraturan.bpk.go.id/Home/

Details/38685/uu-no-23-tahun-2014 

Law of The Republic of Indonesia Number 33 

of 2004 concerning Financial Balance 

between the Central Government and 

Local Governments in lieu of Law 

Number 25 of 1999 regarding Financial 

Balance between Central and Local 

Governments (Undang-Undang Repub-

lik Indonesia Nomor 33 Tahun 2004 

tentang Perimbangan Keuangan antara 

Pemerintah Pusat dan Pemerintahan 

Daerah). Retrieved from https://

peraturan.bpk.go.id/Home/

Details/40770/uu-no-33-tahun-

2004#:~:text=Undang%2DUndang%

20Nomor%2033%20tahun,Hasil%

20diatur%20dengan%20Peraturan%

20Pemerintah. 

Maličká, L. (2019). Formal dimension of fis-

cal decentralization in the context of 

vertical fiscal imbalance and financial 

autonomy of municipalities in Slovakia. 

Politicka Ekonomie, 67(3), 273–290. 

DOI: 10.18267/j.polek.1240 

Mardiasmo. (2006). Otonomi dan Mana-

jemen Keuangan Daerah (1st ed.). Yog-

yakarta: Penerbit Andi. 

Mitsopoulos, M., & Pelagidis, T. (2008). 

Comparing the administrative and fi-

nancial autonomy of higher education 

institutions in 7 EU countries. Interec-

onomics, 43(5), 282–288. DOI: 

10.1007/s10272-008-0262-y 

Ngadisah, N., & Alma’arif, A. (2019). Peran 

dan fungsi Bumdes dalam pem-

bangunan perdesaan (Studi pada Desa 

Bleberan Kecamatan Playen DIY). 

Jurnal Manajemen Pembangunan, 2

(1). 

Olson, W. P. (2012). Fairness, financial auton-

omy, and independence: Lessons from 

regulated industries. Electricity Journal, 

25(1), 57–67. DOI: 10.1016/

j.tej.2011.12.005 

Oulasvirta, L., & Turala, M. (2009). Financial 

autonomy and consistency of central 

government policy towards local gov-

ernments. International Review of Ad-

ministrative Sciences, 75(2), 311–332. 

DOI: 10.1177/0020852309104178 

Phaup, M. (2019). Budgeting for mandatory 

spending: Prologue to reform. Public 

Budgeting and Finance, 39(1), 24–44. 

DOI: 10.1111/pbaf.12210 

Psycharis, Y., Zoi, M., & Iliopoulou, S. (2016). 

Decentralization and local government 

fiscal autonomy: Evidence from the 

Greek municipalities. Environment and 

Planning C: Government and Policy, 34

(2), 262–280. DOI: 

10.1177/0263774X15614153 

Rante, A., Mire, M. S., & Paminto, A. (2018). 

Analisis kemandirian keuangan daerah. 

Inovasi, 13(2), 78–89. DOI: 10.29264/

jinv.v13i2.2461 

Saldaña, J. (2009). The coding manual for 

qualitative researchers. London: SAGE 

Publication, Ltd. Retrieved from 

https://emotrab.ufba.br/wp-content/

uploads/2020/09/Saldana-2013-

TheCodingManualforQualita-

tiveResearchers.pdf 

Saunders, C. (2018). Financial autonomy vs. 

solidarity: A dialogue between two com-

plementary opposites. In Comparing 

Fiscal Federalism (pp. 40–41). DOI: 

10.1163/9789004340954 

 



 

JURNAL TATA KELOLA DAN AKUNTABILITAS KEUANGAN NEGARA, Vol. 8, No. 1, 2022: 117-130 

130 

Scutariu, A. L., & Scutariu, P. (2015). The 

link between financial autonomy and 

local development: The case of Roma-

nia. Procedia Economics and Finance, 

32(15), 542–549. DOI: 10.1016/s2212-

5671(15)01430-6 

Suci, S. C., & Asmara, A. (2014). Pengaruh 

kemandirian keuangan daerah ter-

hadap pertumbuhan ekonomi Kabu-

paten/Kota Provinsi Banten. Jurnal 

Ekonomi Dan Kebijakan Pem-

bangunan, 3(1), 8–22.  

Tarmizi, R. (2010). Pendapatan asli daerah 

berdampak pada kemandirian keu-

angan daerah. Jurnal Akuntansi Dan 

Keuangan, 1(1), 123. DOI: 10.36448/

jak.v1i1.13 

Waluyo, B. (2018). Balancing financial au-

tonomy and control in agencification: 

Issues emerging from the Indonesian 

higher education. International Jour-

nal of Public Sector Management, 31

(7), 794–810. DOI: 10.1108/IJPSM-10-

2017-0272 

Zarista, E., & Ichsan, M. (2020). The roles of 

political power in budget process: How 

to accomodate them? A case study. 

Jurnal Tata Kelola Dan Akuntabilitas 

Keuangan Negara, 6(1), 87–102. DOI: 

10.28986/jtaken.v6i1.412 

 

 

 

 

 


