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This study aims to analyze the effect of local taxes, local levies, and
transfers to Regions and Village Funds (TKKD) on regional revenue in
Banten Province for the period 2016-2024. This study uses secondary
data from the Budget Realization Report (LRA) in districts/cities in
Banten Province for nine years of observation, resulting in 72 panel data
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observations. The analysis method used is panel data with a Fixed Effect
Model. The results of this study indicate that local taxes, local levies,
and TKKD have a positive and significant effect on local revenue.
Comparatively, local levies have the largest coefficient (2.413116),
followed by local taxes (1.389492) and TKKD (0.4124826). The R-
squared value of 0.7339 indicates that the independent variables in the
model explain 73.39% of the variation in the dependent variable (Y).
This finding indicates that even though the capacity of Local Own-
Source Revenue has increased, fiscal dependence on central government
transfers is still quite strong. This study contributes by integrating the
TKKD variable into provincial-level panel data analysis and presenting
the latest empirical evidence on the structure of regional fiscal
dependence in Banten Province. The policy implications of this study
emphasize the importance of optimizing local tax and levy collection
and strengthening fiscal independence to reduce the dominance of
central transfers in the regional revenue structure.

This is an open access article under a CC-BY 4.0 license.

1. INTRODUCTION

One of the main components of regional autonomy is fiscal decentralization, which aims to
give local governments more control over their own budgets by reducing the role of the central
government in this area. According to the Decentralization Theorem proposed by (Oates, 1972) ,
local governments have an information advantage in understanding the needs of local communities,
so they are expected to be able to allocate resources effectively and improve the quality of public
services. Therefore, fiscal decentralization is seen as a mechanism for regional fiscal independence
and reducing dependence on the central government.
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One factor that determines how well local financial policies function under fiscal
decentralization is how well the federal government and state governments coordinate their budgets.
To avoid inefficient local budget management, it is important to balance the fiscal authority granted
and local fiscal capacity. A mismatch between regional expenditure responsibilities and available
revenue capacity can create fiscal pressure and increase dependence on central transfers. Therefore,
the optimization of local taxes and levies needs to be seen as part of efforts to strengthen the
efficiency of local fiscal policy within the framework of central and local fiscal relations (Oates,
1972).

Empirically, an increase in local tax revenue has been proven to have a positive impact on
Local Own-Source Revenue (PAD). Local taxes are considered a major component in the PAD
structure because they have a relatively broad collection base and a guaranteed level of revenue
stability compared to other sources. Several studies show that optimizing local taxes through
intensification and extensification of collection can increase the fiscal capacity of local governments
and strengthen fiscal independence in development financing. In addition, the effectiveness of local
tax management also reflects the institutional capacity of local governments in exploring local
economic potential. The greater the contribution of local taxes in the PAD structure, the stronger the
region's ability to reduce its dependence on central government transfers. These findings are in line
with previous studies showing that local taxes significantly and positively affect the growth of Local
Own-Source Revenue (PAD) in a number of districts and cities in Indonesia (Maesyaroh et al.,
2022).

Local levies, unlike local taxes, are fees imposed as a form of payment for specific services
or permits, where the benefits can be felt directly by the community. The specific and limited nature
of levies on certain types of services means that their contribution to Local Own-Source Revenue is
relatively smaller than that of local taxes. In addition, the effectiveness of local levy collection often
faces various obstacles, including poor public service quality, weak supervision, and limited levy
objects. This condition means that in many empirical studies, local levies are found to have no
significant impact on Local Own-Source Revenue. Empirical evidence shows that the low
contribution of local levies is also influenced by high collection costs compared to the revenue
obtained, so that their role in the PAD structure is less than optimal. These findings indicate that
although local levies have the theoretical potential to increase PAD, in practice their contribution is
still limited and cannot yet become a major source of funding for the region.

In addition to being determined by the amount of revenue sources, regional fiscal capacity
is also influenced by the quality of regional financial management. Local governments with effective
and accountable financial management systems tend to have a greater ability to optimize available
revenue sources. In this context, local taxes and levies are not only seen as a means of revenue, but
also as a reflection of the institutional capacity of local governments in carrying out their fiscal
functions. Weak financial management can result in local revenue potential not being optimally
utilized, even though the region has great economic potential (Mardiasmo, 2018).

Regional revenue refers to all revenue derived from the region's economic potential,
including regional taxes, regional levies, separate assets, and other legitimate sources of revenue.
Regional revenue plays a very important role in supporting the implementation of regional
autonomy, which reflects the fiscal capacity of local governments to finance the development of
public services. In addition, regional revenue gives the government broader authority to optimize
economic potential, which in turn increases regional revenue as a manifestation of the
implementation of regional autonomy and fiscal decentralization (Padang & Padang, 2023).

In general, the contribution of regions in the formation of Regional Original Revenue (PAD)
in Indonesia is still relatively small compared to regional taxes. This indicates that regional levies
have not played an optimal role as the main source of revenue in the central government's revenue
structure. The low contribution of regions is due to the limited types of levies that can be imposed,
considering that not all public services have sufficient economic value to generate regional revenue.
In addition, the quality of public services is not yet evenly distributed across all regions.
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Furthermore, the uneven quality of public services in various regions also affects the low level of
public willingness to fulfill their obligation to pay levies (Byaro & Kinyondo, 2020; Habibov et al.,
2019).

To support government administration and development, the Indonesian central government
allocates funds to local and village governments through Regional Transfers and Village Funds
(TKKD), which play an important role in fiscal decentralization. However, the high level of
dependence on TKKD often reflects the limited fiscal capacity of regions to optimize Local Own-
Source Revenue (PAD), thereby limiting the scope of local governments to independently design
and implement fiscal policies. A number of empirical studies show that a large portion of central
transfer funds in the regional revenue structure can reduce the level of fiscal independence and
hamper regional fiscal policy innovation, which ultimately has an impact on the low incentive for
local governments to increase PAD (Imani et al., 2018).

High central government transfer allocations can also influence the fiscal behavior of local
governments. Several studies show that regions that receive a relatively large share of TKKD tend
to have lower incentives to optimize revenue from local taxes and levies. This condition is known
as the flypaper effect, which is a situation where transfer funds from the central government more
quickly encourage an increase in fiscal capacity and regional spending than an increase in efforts to
generate independent revenue, so that the regional revenue structure becomes increasingly
dependent on central transfers and the goal of fiscal decentralization to strengthen regional
independence has not been fully achieved (Apriliani et al., 2025). In this study, this phenomenon is
not only discussed conceptually, but also analyzed empirically by including Banten's TKKD for the
2016-2024 period to test the extent of its influence on regional revenue compared to regional taxes
and levies, thereby providing a more measurable picture of the level of fiscal dependence.

In addition to the limitations of the object, the issue of regional levies at the national level is
also related to high management and collection costs. The levy collection process requires complex
administrative support, ranging from the provision of human resources and recording systems to
monitoring mechanisms. In some regions, the high collection costs are almost equal to or even
exceed the revenue obtained from fees, resulting in low efficiency and effectiveness of local fees
and a marginal contribution to the Regional Revenue Fund (PAD) (Mardiasmo, 2018).

This national problem can also be found in Banten Province. Although Banten Province has
considerable economic potential, especially in the industrial, trade, and service sectors, the role of
local levies in supporting PAD is still relatively small compared to local taxes. This shows that the
potential of public services that can be used as a source of levies has not been fully utilized. In
addition, differences in the quality of public services between districts and cities in Banten Province
also affect the variation in the ability of regions to increase retribution revenue (Mardiasmo, 2018).

High collection costs and limited types of services that can be subject to levies pose
challenges for local governments in Banten Province. As a result, local levies have not been able to
contribute significantly to strengthening local fiscal independence and still play a complementary
role in the local revenue structure. Therefore, the problems faced by Banten Province in relation to
local levies are inseparable from structural problems at the national level, requiring further study on
optimizing the role of local levies in increasing local revenue.

At the national level, regional revenue in Indonesia is still heavily influenced by transfer
revenue from the central government, particularly Transfers to Regions and Village Funds (TKKD).
Various empirical studies show that the portion of transfer income in the regional income structure
is generally greater than Local Own-Source Revenue (PAD). This condition reflects that the fiscal
capacity of regions to independently finance development needs is still limited, so that increasing
regional income is highly dependent on the central government's transfer policy (Bahl & Bird, 2018).

The high level of dependence on TKKD poses problems in efforts to strengthen regional
fiscal independence. Several studies have found that large amounts of transfer funds received by
regions tend to reduce the incentive for local governments to optimize local revenue sources,
especially local taxes and levies. As a result, regional revenue growth is more determined by the
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amount of transfers received than by the performance of local revenue management itself, so that
the objectives of fiscal decentralization have not been fully achieved (Juliani, 2020).

In addition, the effectiveness of TKKD in encouraging sustainable improvements in regional
revenue capacity remains a concern. Research results show that an increase in transfer fund
allocations is not always followed by improvements in regional revenue structures or increased fiscal
independence. This shows that TKKD tends to act as a source of routine funding rather than as an
instrument capable of encouraging regions to strengthen their own revenue bases (Hanapi et al.,
2025).

The dynamics of local taxation policies and fiscal transfer schemes in recent years have
required local governments to be more adaptive in managing their revenue sources. Changes in
regional tax regulations and adjustments to central transfer allocations require regions to not only
rely on TKKD, but also to strengthen regional tax and levy performance. In this context, empirical
analysis examining the relationship between regional taxes, regional levies, and TKKD on regional
revenue is relevant to provide an actual picture of regional fiscal conditions and the policy direction
that needs to be taken (Wulandari & Iryanie, 2016).

This problem is also reflected in Banten Province. Despite its relatively large economic
potential, Banten Province's regional revenue is still dominated by transfer revenue in its revenue
structure. The contribution of PAD to regional revenue has not been able to offset the amount of
TKKD received, so that regional revenue in Banten Province is still heavily influenced by the central
government's transfer policy. This shows that the dependence on TKKD that occurs nationally is
also experienced by local governments in Banten Province (Juliani, 2020).

Banten Province is one of the regions with relatively large economic potential, especially in
the industrial, trade, and service sectors, which are concentrated in urban and industrial areas.
However, this economic potential is not fully reflected in the regional revenue structure, particularly
in terms of the contribution of PAD to total regional revenue. Several regencies and cities in Banten
Province still show high dependence on TKKD as their main source of funding. Research results in
the field of finance and banking show that regions with a strong industrial base do not always have
a high level of fiscal independence, especially if the management and optimization of regional taxes
and levies have not been implemented effectively (Apriliani et al., 2025).

The differences in fiscal capacity between regions and cities in Banten Province show
variations in the management of local taxes, local levies, and the utilization of TKKD. Some regions
are able to increase PAD relatively steadily, while others still show high dependence on central
government transfers. This condition indicates high dependence on central government transfers.
This condition emphasizes the importance of an empirical approach that is able to capture
interregional heterogeneity as well as the dynamics of change over time. A number of previous
studies have used a panel data approach in analyzing regional fiscal performance because this
method allows for the control of fixed characteristics between regions and produces more consistent
estimates compared to cross-section or single time series approaches (Wibowo & Soebagiyo, 2025).

To understand these dynamics comprehensively, the use of panel data is a relevant approach
in regional financial analysis. Panel data allows for the observation of differences in characteristics
between regions and changes in fiscal conditions over time. This approach is considered capable of
providing accurate estimates in identifying the effects of regional taxes, regional levies, and TKKD
on regional revenue compared to single data approaches (Gujarati & Porter, 2009).

Previous research shows that Ma'arif(2025) found that in Bandung City, regional taxes
contribute the most to regional revenue, while regional levies have no significant effect. These
findings indicate that improving the effectiveness and efficiency of regional tax and levy
management remains a key factor in overall regional revenue performance. Furthermore, according
to Mardiasmo (2018) the problem of significant dependence on transfer funds from the central
government remains in local financial management, which hinders the achievement of an ideal level
of fiscal independence.
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Previous studies have highlighted the relationship between local revenue (PAD), local taxes,
and local levies, but have not considered Regional Transfers and Village Funds (TKKD) as
determining variables and indicators of fiscal dependence, especially in Banten Province.
Differences in empirical findings regarding the impact of local levies, which some studies have
declared insignificant, indicate the need for further analysis based on the latest panel data. The use
of data from the 2016-2024 period allows for the observation of long-term trends and regional fiscal
dynamics following changes in regional taxation regulations and adjustments to the central transfer
scheme. Therefore, this study is relevant for comprehensively analyzing the regional revenue
structure and level of fiscal dependence in Banten Province (Wulandari & Iryanie, 2016).

Based on the details of regional revenue in Banten Province from 2016 to 2024, the portion
of PAD, especially from regional taxes and levies, is not yet sufficient to replace TKKD as the main
source of revenue in the province. This imbalance shows that the region's ability to support
development through independent funding is still not optimal, so that fiscal dependence on the
central government remains an important issue that needs to be studied empirically. High
dependence on TKKD limits the flexibility and innovation of regional fiscal policies and increases
the risk of budget instability due to changes in national transfer policies. This condition shows the
gap between the objectives of fiscal decentralization, namely strengthening regional independence,
and the realization of regional revenue that depends on the central government (Caroline & Afriadi,

2025).
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Figure 1. Regional Revenue of Banten Province 2016-2024
Source: Directorate General of Fiscal Balance

According to the Directorate General of Fiscal Balance, the realization of regional revenue
in Banten Province during the 2016-2024 period shows a long-term upward trend despite annual
fluctuations (Direktorat Jenderal Bina Keuangan Daerah Kementerian Dalam Negeri, 2019).
Regional revenue increased from IDR 8.66 trillion in 2016 to IDR 12.40 trillion in 2024, with
declines in certain years, particularly in 2020 and 2023, which were influenced by national and
global economic pressures. Overall, this positive trend demonstrates the fiscal capacity of the region
to adapt and return to growth. However, at the same time, it still reflects dependence on central
government transfers due to suboptimal regional revenue contributions.
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In the long term, a healthy regional revenue structure is a prerequisite for the fiscal
sustainability of regional governments. Excessive dependence on central government transfers has
the potential to pose risks in the event of policy changes or adjustments to transfer allocations at the
national level. Therefore, strengthening regional revenue sources through regional taxes and levies
is important to maintain regional fiscal sustainability. Fiscal sustainability not only meets current
budgetary needs but also reflects the region's ability to cope with future fiscal pressures (Halim,
2012).

This study aims to analyze the impact of local taxes, local levies, and TKKD on regional
revenue in Banten Province during the 2016-2024 period, as well as to assess the extent to which
these three variables describe the level of fiscal dependence. In addition, the findings of this study
are expected to serve as a reference for the government in formulating strategies to increase regional
revenue in a more sustainable manner and strengthen fiscal independence in the future.

RESEARCH METHOD

This study uses an explanatory quantitative design that aims to explain the causal
relationship between local taxes, local levies, and Transfers to Regions and Village Funds (TKKD)
on regional revenue in Banten Province for the period 2016-2024. The data used is secondary data
from the Local Government Budget Realization Report (LRA) in Banten Province. This study
utilizes panel data regression analysis using the Fixed Effect Model (FEM) to analyze the
relationship between variables. The selection of FEM is based on the need to accommodate
differences in fixed characteristics between districts/cities in Banten Province that affect regional
income.

Yit = B0 + L1X1it + L2X2it + L3X3Qt 4 EQl oo (1)
Description:

Yit : Regional revenue of district/city i in Banten Province in year ¢

B0 : 1,157,242

B1, B2, B3 : Regional revenue

Xlit : Local tax of district/city i in year ¢

X2it : Local fees for district/city i in year i

X3it : Transfer to the Regional and Village Fund (TKKD) for district/city i in year ¢
it : Error term (residual)

i : Cross-sectional index (district/city)

t : Time index (year)

This study recognizes that in terms of local taxation, local levies, and Transfers to Regions
and Village Funds (TKKD) are elements that constitute local revenue. Thus, if regional revenue is
regressed against these components, there is a possibility of mechanical correlations arising because
these variables are structurally related. This condition has been explained by Pearson (1986) as
spurious correlations, which are statistical relationships that arise not because of a causal
relationship, but because of a mathematical relationship between variables that share the same
components.

In line with the development of statistical analysis Aitchison (1982) explains through a
compositional data analysis approach that data composed of parts of a total is not fundamentally
independent. Changes in one component will affect the overall composition. Therefore, the
interpretation of estimation results in compositional data must be done carefully so as not to lead to
erroneous conclusions. Therefore, this study is not intended to test the mathematical identity between
income components, but rather to analyze the structure of revenue and the sensitivity of changes in
each source in forming regional fiscal capacity. Thus, the estimates made are placed within the
framework of fiscal structure analysis, not as proof of a pure causal relationship between income
components.
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3. RESULTS AND DISCUSSION
3.1. RESULTS

The Hausman test results show that the Fixed Effect Model (FEM) is more appropriate
than the Random Effect Model (REM), so this model is used in the panel data analysis in this
study. The use of FEM estimation aims to accommodate the differences in fixed characteristics
between districts/cities in Banten Province that affect regional income.

Based on the Chow test results, an F-statistic value of 55.08 with a Prob a = 5% was
obtained. Thus, it is more appropriate to estimate the relationship between variables in this
study using the Fixed Effect Model (FEM). The Hausman test produced a Chi-Square
probability of 0.0000, which is smaller than the significance threshold of 0.05. Based on these
findings, the Fixed Effect Model (FEM) is the best panel regression model to use in this study
because its estimator is significantly different from the Random Effect Model (REM).

Based on the results of the multicollinearity test, all independent variables have a
Variance Inflation Factor (VIF) value below 10 with an average VIF of 1.23. This indicates that
there is no multicollinearity between the independent variables in the model, so that the
relationship between variables is not heteroscedastic. Furthermore, the heteroscedasticity
results show a probability value of 0.6018, which is greater than the 5% significance level. This
result indicates that the panel data regression model does not experience heteroscedasticity.

Table 1. Panel Data Regression

Variable Coefficient Prob
Local Tax (X1) 1.389492 0
Local Retribution (X2) 2.4213116 0.006
TKKD (X3) 0.4124826 0.026
Constant 1,157,242 0.000
R-squared 0.7339
Prob (F-statistic) 0.000

Source: Processed data (2025)

Based on the results of panel data regression estimation, a constant value of 1157.242
was obtained, indicating that when the local tax, local levy, and TKKD variables are zero, the
value of the dependent variable (Y) is 1157.242. The local tax variable (X1) has a positive and
significant effect on Y with a coefficient of 1.389492 (p = 0.000). In addition, local levies (Xz2)
also have a positive and significant effect with a coefficient of 2.4213116 (p = 0.006). The
TKKD variable (X3) has a positive coefficient of 0.4124826 and is significant at the 5 percent
significance level (p = 0.026). The R-squared value of 0.7339 indicates that the independent
variables in the model explain 73.39% of the variation in the dependent variable Y, with the
remaining 26.61% explained by other variables. Additionally, the simultaneous significance of
the regression model is indicated by the Prob value (F statistic) of 0.0000.

Table 2. T-Test (Partial)

Variable Coefficient Standard t Prob.
Error statistics

Y 138.0313 127.2158 1.09 0.282

X1 1.283011 0.0575133 22.31 0.000

X2 4.100813 0.822465 4.99 0.000

X3 1.082618 0.0787808 13.74 0

Source: Processed data (2025)

Based on the t-test results, variable X has a probability value of 0.000, which is smaller
than the significance level a = 5%. Therefore, it can be concluded that Xi has a significant
partial effect on the dependent variable (Y). The positive regression coefficient indicates a
direct relationship between Xi and Y, where an increase in Xi tends to be followed by an
increase in Y. Variable X also shows a probability value of 0.000 (< 0.05), indicating that X
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has a significant effect on Y. The positive coefficient value reflects that an increase in X»
contributes to an increase in the dependent variable. In addition, variable Xs has a probability
value of 0.000 (< 0.05), so it can be concluded that X5 has a significant partial effect on Y. The
positive coefficient value indicates that the greater the value of X, the greater the value of Y
tends to increase, assuming other variables remain constant. The constant value, on the other
hand, is not statistically significant with a probability of 0.282 (> 0.05). All independent
variables have a value of zero, causing Y to be almost equal to zero. Therefore, partially,
variables Xi, X2, and X5 are proven to have a significant effect on the dependent variable, while
the constant does not show a significant effect.

Table 3. Simultaneous F Test

Model Statistics Value
R-Squared 0.7339
F Statistic 56.08
Prob >F 0.000

Source: Processed data (2025)

Based on the F test results in the table above, the F statistic value is 56.08 with Prob >
F of 0.000 (< 0.05). These test results indicate that the independent factors significantly
influence the dependent variable (Y) simultaneously.

3.2. DISCUSSION

The results of the study indicate that local taxes have a positive and significant effect
on regional income in Banten Province. This finding shows that an increase in local tax revenue
contributes to strengthening the fiscal capacity of local governments. Local taxes are one of the
main components in the structure of Local Own-Source Revenue (PAD) which has great
potential to be further optimized through improvements in the collection mechanism and
strengthening of the local tax base. This condition is in line with the results of previous studies
which state that local taxes are a dominant component of the PAD structure and play an
important role in supporting the realization of local fiscal independence (Ma'arif, 2025) . The
ability of regions to manage taxes reflects the capacity of local governments to utilize local
economic potential and reduce dependence on other regions. It also demonstrates the
performance of local governments in optimally carrying out their fiscal functions, as explained
in the public sector accounting literature (Mardiasmo, 2018).

In addition to local taxes, local levies also have a positive and significant effect on local
revenue. Although their contribution tends to be smaller than that of local taxes, the relatively
large coefficient shows that an increase in levies still has a considerable impact on local
revenue. Theoretically, this finding reinforces the benefit theory, which states that levies are a
form of compensation for services provided by local governments to the community. In the
context of local finance, the effectiveness of fees is greatly influenced by the quality of public
services, the structuring of fee objects, and the level of public compliance (Mardiasmo, 2018).
These findings are in line with research showing that optimizing retribution can increase PAD,
although its contribution is not as large as local taxes (Cahyanto, Utami). Thus, local retribution
still has the potential to be developed, particularly in the sectors of public services, licensing,
and utilization of local assets.

Furthermore, the results of the study show that transfers to Regions and Village Funds
(TKKD) have a positive and significant effect on regional revenue in Banten Province. These
findings indicate that transfers from the central government are still an important component in
the regional revenue structure, especially for regions with relatively low PAD, which tend to be
more dependent on transfer funds to finance regional expenditure and development (Imani et
al., 2018; Juliani, 2020).
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From a fiscal decentralization perspective, this condition indicates that fiscal transfers
still function as an instrument of regional financial equalization and stabilization (Oates, 1972).
However, the dominance of transfers in the revenue structure may also reflect a fairly high level
of fiscal dependence and potentially cause a flypaper effect, where regional transfer funds
encourage increased spending rather than increased efforts to generate independent revenue
(Apriliani et al., 2025). Therefore, although TKKD plays an important role in maintaining
regional fiscal stability, strengthening local-based revenue sources remains necessary to
achieve more sustainable fiscal independence.

4. CONCLUSION

This study aims to analyze the impact of regional taxes, regional levies, and Regional
Transfer Funds and Village Funds (TKKD) on regional revenue in Banten Province for the period
2016-2024 using a fixed effects panel data regression model. Based on the empirical analysis results,
all independent variables were found to have a positive and significant impact on regional revenue.
Regional taxes are the variable with the greatest influence, indicating that optimizing tax collection
is the main strategy for increasing regional fiscal capacity. Regional levies also have a significant
impact, although their nominal contribution is still lower than regional taxes, so strengthening the
public service system and structuring levy objects is necessary to maximize revenue potential. In
addition, TKKD continues to have a significant impact on the region, indicating that Banten
Province's fiscal dependence on the central government still exists and cannot be fully replaced by
PAD. These findings clearly show that even though PAD in Banten Province has increased, central
transfers still play an important role in the regional revenue structure. This condition emphasizes the
need for strategies to strengthen local-based revenue in order to increase fiscal independence through
policy innovation, digitization of taxation services, and development of the local tax base. This study
also opens up opportunities for further research to analyze other factors that influence regional
revenue, such as economic growth, regional investment, the quality of financial governance, and the
effectiveness of fiscal digitization as a tool to increase PAD. The influence of local taxes shows that
this component is the backbone of PAD and plays an important role in regional fiscal capacity. These
findings indicate that optimizing local taxes remains a priority strategy in increasing regional
revenue in a sustainable manner.
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