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Abstract

The research aims to analyze the development of fiscal autonomy in supporting the economic growth
of the Kediri City Government. Fiscal autonomy shows a region's ability to finance its finances inde-
pendently, so that dependence on the central government is increasingly minimal. With increasingly
strong fiscal autonomy, it will of course support regional economic growth. This research is quantita-
tive research, with descriptive methods. Research data is in the form of secondary data, collected us-
ing documentation techniques. The research results show that the degree of fiscal decentralization of
the Kediri City Government from 2017 to 2020 is very low with a value of less than 25%. In 2017 it
was 24%, ini 2018 it was 19%, in 2019 and 2020 it was 20%. Meanwhile, in 2021 the condition was
better with low criteria, namely reaching 29%, but in 2022it fell back to very low criteria with a value
of 22%. There is an increase in the level of fiscal decentralization which is also balanced with eco-
nomic growth in 2021. The increase in the degree of fiscal decentralization is influenced by PAD rev-
enues and their main components, namely regional taxes and levies. The Kediri City Government
must continue to strive to increase its fiscal decentralization. Efforts that may be made by the Kediri
City Government to increase its fiscal autonomy, namely by exploring and increasing the potential for
PAD revenue, for example developing a regional tax and levy revenue system, continuing to be active
in coaching and auditing taxpayers to increase tax compliance, increasing taxpayer data collection. ,
giving appreciation or rewards to compliant taxpayers, as well as providing support to the real sector
to produce goods and services.
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Introduction the potential of their regional revenue sources,

In regional government governance in In- and strive to have very little dependence on the
donesia, decentralization has been implemented ~ central government. Regional independence can
in the form of regional autonomy. It is hoped be expressed in fiscal decentralization. The level

that regional autonomy will support equitab]e of regional fiscal independence can be seen from

national development throughout Indonesia. Re-  the extent of regional fiscal decentralization by
gional autonomy is carried out, so that develop- measuring the degree of fiscal decentralization
ment in regional government can be in line with (Sistiana & Makmur, 2014).

development in the central government With fiscal decentralization, local govern-
(Ndaparoka et al., 2018). Regional autonomy  ments at the city or district level have the author-
requires sufficient resources, such as human re- ity and responsibility to provide public services
sources and financial resources (Cesarie & Su- to the community. Fiscal decentralization will
hartini, 2022). A region is an autonomous re-  give regional governments the power and author-
gion if the regional government has the ability ity to make decisions and policies in the aspects
to manage regional finances independently. Re-  of fiscal revenues and expenditures. Fiscal de-

gional governments have the ability to explore  centralization will demonstrate the independence
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of regional governments in implementing re-
gional autonomy. The higher the degree of fis-
cal decentralization, the more it shows the abil-
ity of regional independence.

The criteria for determining regional fiscal
decentralization are by looking at regional fi-
nancial performance. Regional financial perfor-
mance can be seen from the aspect of regional
revenue. Furthermore, the regional revenue as-
pect is measured by looking at the growth of
regional revenue sources. The main regional
income comes from Original Regional Income
(PAD). PAD is the first source of regional reve-
nue that comes from the potential of the region.
PAD is the main source for measuring regional
financial performance (Zukhri, 2020). PAD
comes from regional tax revenues, regional lev-
ies, regional wealth management results, and
other legitimate PAD. A portrait of regional ca-
pacity can be seen from the regional ability to
increase PAD, which is shown by the regional
ability to collect taxes (Sistiana & Makmur,
2014). It was further explained that if regional
taxes are large, the regional government will
also have large development funds.

The greater the amount of regional reve-
nue, especially PAD, can provide a signal of
increasing economic growth (Linawati &
Solikah, 2019). This will be offset by expendi-
ture made by the region. Regional expenditure
is used for regional shopping activities. One of
the regional expenditures enjoyed by the wider
community in general is capital expenditure.
Capital expenditure is intended for improving
public facilities and infrastructure. Increasing
public facilities and infrastructure can support
economic growth. Economic growth describes
the development of economic activities, with
the large number of goods and services pro-
duced by the community, and this encourages
community prosperity (Linawati & Suhardi,
2017).

The Kediri City Government is one of the
regions in East Java Province with good eco-
nomic growth, with a score of 5.7 in 2019, be-
fore the Covid-19 pandemic compared to other
regions in the southern part of East Java Prov-
ince. This does not guarantee that the Kediri
City Government is completely independent.
There is still income from balancing funds, so
the source of government expenditure is still
partly from the central government. In imple-
menting regional autonomy, the Kediri City
Government must also make efforts to explore
its regional potential as optimally as possible.

The field of public sector research
studies regarding regional financial performance
has been carried out by many previous research-
ers using various approaches. Based on data from
BPPKAD Kediri City, in 2019 the regional inde-
pendence ratio was only 19,20%. This shows an
instructive relationship pattern, namely that the
role of the central government is more dominant.
Meanwhile, economic growth from 2017 to 2019
conitues to increase (BPPKAD Kota Kediri,
2019). Research related to fiscal decentralization
as a form of implementing regional autonomy is
still an interesting study and has not been eroded
by time. Research by Ndaparoka et al., (2018) on
measuring regional independence to increase
transparency and accountability of the West Sum-
ba Regency Government APBD. Research by
Anas et al., (2022) on the Impact of the Covid-19
Pandemic on the Performance of the Kediri City
Government APBD. Another research by Syam
& Zulfikar, (2022) on Regional Financial Inde-
pendence in Improving Community Welfare in
Kaimana Regency. This research is different from
previous research, the research uses a quantitative
approach, with descriptive methods. The research
specifically examines the aspect of fiscal autono-
my which emphasizes regional financial reve-
nues. The aim of this study analyze the develop-
ment of the Kediri City Government's fiscal au-
tonomy in supporting economic growth, with an
analysis of fiscal decentralization, PAD growth,
regional tax growth, and regional levy growth.
By Carrying out an analysis of the fiscal autono-
my of the Kediri city Goverment, we can find out
the pattern of the relationship between the capa-
bilities and financial independence of the Kediri
City region, which can later be used in efforts to
increase income growth to support the economic
growth of the City of Kediri.

Materials and Method

This research is quantitative research, with
descriptive methods. The research provides a por-
trait and analysis according to the factual condi-
tions that can support the phenomena occurring
in the Kediri City Government. The Kediri City
Government is the research subject, while the re-
search object is the LRA APBD of the Kediri
City Government from 2017 to 2022. The re-
search data is secondary data in the form of LRA
APBD data obtained from the website of the Di-
rectorate General of Financial Balance https://
djpk.kemenkeu.go.id/ and economic growth data
obtained from BPS East Java at https:/
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jatim.bps.go.id/. Data analysis was carried out
by analyzing financial ratios in regional govern-
ments, including fiscal decentralization ratios,
growth in PAD revenues, growth in regional
taxes, and growth in regional levies. The fol-
lowing is the formula for calculating the ratio
and growth follow:

F
Fizenl deeentrelizotion = —— x 100%

TAD
PAD Growth = AAD yagt F—PAD pazt E-1 1009
PAD paatt
Toxr Crowth = Tex paet F-Tex pact F-1 * 100%
Tex yact b
ng el = Lawy pagt E—Latrp yoat r—:I.I 1009

Lowy year b

The measurement of the level of fiscal
decentralization is used in Table 1:

Results and Discussion

The Kediri City Government is one of the
regional governments in East Java Province
which has quite potential in receiving regional
income. With sufficient potential sources of in-
come to be explored and developed, starting
from culture, tourist attractions, culinary de-
lights and others. The research aims to analyze
the development of the fiscal autonomy of the
Kediri City Government in supporting econom-
ic growth from 2017 to 2022. The analysis car-
ried out includes analysis of fiscal decentraliza-
tion, PAD growth, regional taxes and regional
levies, which are linked to economic growth.
The research results are presented in the follow-
ing tables and figures.

Referring to table 2, the degree of fiscal
decentralization of the Kediri City Government
from 2017 to 2022, the highest value was
achieved in 2021 at 29%, with low criteria. The
lowest value of the degree of fiscal decentraliza-
tion was in 2018, namely 19%. During 2017 to
2020, the criteria for achieving the degree of
decentralization were at a very low level, be-
cause it was still below 25%.

The degree of fiscal decentralization of
the Kediri City Government has fluctuated.
Meanwhile, from 2017 to 2020, and in 2022, the
degree of fiscal decentralization is still in very
low criteria, namely with a value below 25%.

Table 1. Criteria for fiscal decentralization of region

finance
Decentralization criteria Decentralization ratio (%)
Very low 0-25
low >25-50
Medium >50-75
high >75-100

Table 2. The degree of fiscal decentralization of the Kediri
City Government 2017-2022

Years PAD TPD l}f,‘/f)" Criteria
017 %22.065.134. é.32339.131.382. 24% | very low
Sol8 gg?.o93.229. 21; .92178.488.601. 19% | very low
o1 §$S.745.042. (1) .33739.405.675. 20% | very low
2020 335.886.289. ; .32483.093.769. 20% | very low
439.896.279. | 1.508.822.569.
2021 | B0 o 29% Jow
P (3) (1) (9).296.000. (1) .04053.000.000. 2% | very low

This indicates that the Kediri City government
still has minimal contribution to regional financ-
es, which means that regional finances are still
dominated by the central government. Mean-
while, in 2021, there will be an increase in fiscal
decentralization, namely at 29%, which is includ-
ed in the low criteria. Meanwhile, this shows an
increase in the ability of regional governments to
independently finance community service activi-
ties, development activities and government ac-
tivities from PAD revenues, especially those
originating from regional taxes and levies. After
the Covid-19 pandemic, during the new normal
era, the Kediri City Government was able to rise
and grow, especially in its PAD revenues, so that
PAD made a greater contribution to total regional
revenues, which came from other revenues such
as balancing funds. The greater the value of the
degree of fiscal decentralization shows that the
Kediri City Government is more independent in
running autonomous regional government. A re-
gion deserves to be said to be autonomous if its
financing capacity comes from its own potential
(Sistiana & Makmur, 2014). High fiscal decen-
tralization can also encourage high economic
growth. This supports the opinion of Syam &
Zulfikar, (2022) which states that the higher the
level of fiscal autonomy, the higher the PAD,
which reflects the higher the welfare of society.
On the Figure 1, there is a fluctuating de-
gree of fiscal decentralization, this is of course
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Growth of PAD, regional taxes and regional
levies in Kediri City
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Figure 1. PAD growth, regional taxes, regional levies

Economic Growth of Kediri City
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Figure 2. economic growth of the city of Kediri

influenced by PAD revenues, as well as the
components of PAD. Kediri City Government's
PAD revenue has increased and decreased. PAD
growth fluctuated from 2018 to 2021. In 2018
PAD revenue decreased, in 2019 it increased,
while in 2020 it experienced a decrease, and in
2021 it experienced a fairly high increase. In
2020, the decline in PAD revenues can be indi-
cated due to the Covid-19 pandemic. After the
new normal era, PAD revenues increased sharp-
ly, namely in 2021, although there was a decline
in 2022, PAD revenues increased more com-
pared to 2020 and back.

The first component in PAD is local taxes.
Kediri City Government's tax growth over the
last 6 years has fluctuated. In 2018 there was a
decrease in regional tax revenue of up to -11%,
while in 2019 the growth in regional tax reve-
nue reached 14%. This indicates that the addi-
tion of tax revenue is very high, because in 2018
there was a decrease from 2017. As for 2020,
the impact of the Covid-19 pandemic also af-
fected regional tax revenue. Tax revenues did
not grow and even decreased by 3%. The exist-
ence of Large-Scale Social Restrictions (PSBB)
and the Implementation of Community Activity
Restrictions (PPKM) has resulted in reduced tax
revenues, such as regional tax revenues from

restaurant taxes, hotel taxes, entertainment taxes
which of course have been greatly impacted by
the Covid-19 pandemic. Realization data for
entertainment tax in 2019 was Rp. 2.797.668.145,
in 2020 experienced a drastic decline, with a gain
of only Rp. 931.753.734, in 2021 it will decrease
again with a gain of Rp. 543.288.719.
Meanwhile, In 2021, as we enter the beginning of
the new normal, economic activity will begin to
recover, which will also have an impact on
regional tax revenue. Overall regional tax
revenues grew by 3%. In 2022, tax revenues will
increase quite significantly, reaching growth of
15.8%. This is of course in accordance with the
efforts made by the Kediri City Government to
optimize its revenue collection. Efforts that have
been made include tax socialization, coaching
and  auditing, eliminating  administrative
sanctions, providing easy facilities for tax
payments and reporting (Mashudi, 2023).

The second component in PAD is regional
levies. Kediri City Government's regional levy
revenue also experienced different growth from
2018-2021. Slightly different from regional tax
revenue, the growth in regional levy revenue in
2018 and 2019 experienced growth, although
growth in 2018 was more than in 2019. In 2020,
regional levy revenue did not grow, in fact it
decreased by 17%. The impact of the Covid-19
pandemic has been felt strongly in regional levy
revenues. The closure of tourist attractions,
reduced opening hours for supermarkets, closures
or take aways for restaurants, has a big impact on
the receipt of fees, for example parking fees,
entrance tickets, accommodation fees, etc. In
2021, levy revenues have not yet grown, and
have decreased. Meanwhile, in 2022, the growth
in levies will increase rapidly, reaching 60%. The
new normal era in 2021 still has no impact on
levy revenues, compared to tax revenues which
have experienced growth. As community
activities become more open in 2022, levy
revenues will increase sharply. This is of course
the impact of people's activities returning to
normal, with visits to shopping centers, tourist
attractions and entertainment.

Based on the Figure 2 Revenue from PAD
and its components certainly has an impact on
economic growth in the City of Kediri. The eco-
nomic growth of the City of Kediri experienced
an increase before the Covid-19 pandemic, name-
ly from 2017 to 2019. Meanwhile in 2020, the
economic growth of the City of Kediri experi-
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enced a slowdown, namely -6.25%, but in 2021
it increased to 2.5 %, and in 2022, it will im-
prove further with a achievement of 3.95%.
This indicates that the Kediri City Government
is able to recover from adversity due to the
Covid-19 pandemic. This is of course related to
the Kediri City Government's revenue capacity
from PAD. The greater the PAD, the greater the
source of income, so the expenditure is also
greater. Regional expenditure that can increase
economic growth lies in capital expenditure to
improve public facilities and infrastructure. In-
creasing public facilities and infrastructure di-
rectly supports economic growth.

Conclusion

The fiscal autonomy of the Kediri City
Government as measured by fiscal decentraliza-
tion has fluctuated development and has a ten-
dency to continue to increase. During 2017 to
2020 it was in very low criteria, while in 2021 it
was in low criteria. There is an increase in the
level of fiscal decentralization which is also bal-
anced by economic growth in 2021. The Covid-
19 pandemic has had an impact on fiscal decen-
tralization and economic growth in Kediri City,
both of which have decreased. The increase in
the degree of fiscal decentralization in 2021 is
influenced by PAD revenues and their main
components, namely regional taxes and levies.
The Kediri City Government must continue to
strive to increase its fiscal decentralization. Ef-
forts that may be made by the Kediri City Gov-
ernment to increase its fiscal autonomy, namely
by exploring and increasing the potential for
PAD revenue, for example by developing a re-
gional tax and levy revenue system, continuing
to be active in coaching and auditing taxpayers
to increase tax compliance, increasing mandato-
ry data collection. taxes, providing appreciation
or rewards to compliant taxpayers, as well as
support for the real sector to produce goods and
services.

Suggestion

This research is limited to descriptive data
analysis, further research can use causality re-
search between variables that influence fiscal
decentralization. Linking fiscal decentralization
with the level of community welfare.
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