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Abstract

Fiscal decentralization reform era started since January 1st, 2001, with the implications of changes from central-
ized to highly decentralized. Unfortunately, it led to a greater dependence on the Local Government to Central Govern-
ment through the Intergovernmental Transfers, especially on General Allocation Fund (DAU) and also a few on the Spe-
cific Allocation Fund (DAK) and Revenue Sharing (DBH). Based on that problem, this research aims to describe regional
performances since 2008 until 2014, using several indicators and quadrant method approaches. In accordance with the
calculation of the ratio of local independence, the majority of regions are in the category of less independent. While using
dependency ratio, the majority of regions are in the group of very large dependency and a dependency. From the results
of quadrant analysis methods, most regions are in quadrant III, which means to have a high dependence on government
assistance. As a policy recommendation, the government needs to evaluate the improvement of the fiscal decentraliza-

tion in Indonesia.
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I. INTRODUCTION

The implementation of fiscal decentralization
in Indonesia’s reformation era officially begins
on January 1st, 2001. It is also associated with
the transformation process into a decentralized
authority from the centralized system. Ratification
Law of the Republic of Indonesia Number 22 of
1999 on Regional Administration and Law of
the Republic of Indonesia Number 25 of 1999
on Financial Balance between Central and Local
Government also gave a new paradigm by putting
the full, comprehensive, and accountable autonomy
to local and cities (Mardiasmo, 2002).

To supportthe success of fiscal decentralization,
according to Cheema, Rondinelli, & United Nations
Centre for Regional Development (1983), the four
essential elements given to the local governments
include political, fiscal, administrative and economic
decentralization. Those elements are the obligation

of local governments to manage efficiently and
effectively. In other words, fiscal decentralization
also marks a new era in the development of a
region to manage and use all available resources
for the creation of prosperity and progress together
(Rahman, Naukoko, & Londah, 2014).

Aswe know thatthelocal fiscal autonomy is one
of the mostimportant aspects of the implementation
of local decentralization (Muryawan & Sukarsa,
2016). It’s caused by the presence of a definition of
local fiscal autonomy which illustrates the ability
of local governments to improve the Local Own
Resources (PAD) either through local taxes, levies
and other legitimate PAD (Basri, Syaparudin, &
Junaidi, 2013). The same thing also delivered by
Halim (2001) which states that the local fiscal
decentralization can be reached if accompanied
by a delegation of effective financial and local
governments are financially able to be independent
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from the central government.

Another factor is the local capability in
managing regional finances. The ability will affect
the fate of the region itself. An area can be strong
and powerful as well as develop its greatness or
just become powerless is largely determined by the
quality of public financial management (Arianda,
Nurazlina, & Hasan, 2014). Therefore, the area of
financial management issues become very crucial
and must be considered carefully. According to
Koeswara (2016), he also considered planning and
budgeting process. He mentioned that a process
is very crucial related to the achievement of local
government goals. The output of the integrated
planning process in the context of local government
is the Local Budget (APBD).

This issue becomes very important related
to the structure and characteristics of the local
government in Indonesia. On the general condition,
which can be divided into 1) local government
that is abundant in natural resources; 2) local
government with high sources of taxation base; 3)
local government that does not have the wealth of
the area at all (Suprantiningrum, 2015).

At the beginning, the implementation of fiscal
decentralization in Indonesia is driven more by the
issue of bureaucracy reform and attempts to create
local self-reliance (Sugiyanto, 2000) . Meanwhile,
according to Rasyid (2002), the implementation of
regional autonomy in the economic context as an
expansion of opportunities for communities and
local government to pursue prosperity and promote
them. Widjaja (2004) provides more explanation
about the purpose of fiscal decentralization, which
is to achieve efficiency and effectiveness in public
service.

On the other hand, many studies actually
provide different finding. For example, Setiaji &
Adi (2007) found that the realization of regional
autonomy shows symptoms of local large fiscal
dependency against the central government.
Research conducted by Bappenas on expenditure
budget of the provincial government in 2001 and
2002 also supported this hypothesis.

Some rich local government with natural
resources also have their own problem when they
can't manage properly their financial sources
(Bauer, Rietveld, & Toledano, 2014). In fact, from
all provinces, there are only seven provinces
with higher fiscal capacities, namely Bali, Banten,
South Sumatra, Yogyakarta, West Sumatra, West
Kalimantan, and South Sulawesi (Maryono &
Nurhayati, 2013).

Whereas the financial management capacity
greatly affects the strategic capabilities of public
institutions in improving their financial income
(Harriss-White, 1997). And precisely these
limitations caused by market failures and barriers

that distort macro government bureaucracy
perception (Sunaryo & Cicellia, 2014).

In other ways, Sasana (2015) proved that
decentralization has a positive effect on economic
growth and macroeconomic stability in all provinces
in Indonesia. Furthermore, Apriesa & Miyasto
(2013) proved that decentralization can support
the economic growth in Central Java Provinces. In
another research, the same finding is also expressed
by Yuana (2014) that fiscal decentralization has a
positive direction towards the economic growth in
Indonesia.

The increase of PAD can also boost the capital
formation in some areas. Prasetyaningtyas (2013)
found in East Java that there is a relation between
capital spending and fiscal decentralization, in
which municipal/district will increase their capital
spending during the local election.

In theory, the PAD itself has a role as a budgeter
and regulator. Budgeter functions interpreted that
PAD as a means to fill the government’s coffers to
finance government activities and development.
While the regulator function means that the PAD
is used as a tool to organize efforts in achieving a
particular goal such as reducing the consumption
of goods that are considered negative or a taxation
service to avoid a scarcity of products circulating
domestically (Adisasmita, 2011).

In many cases, to increase revenue can be done
by referring to sectoral capabilities of each region.
However, strived for the development of the sector
aimed at improving the PAD is also aligned with the
goal of preserving the environment, particularly
those with a significant impact, for example, the
tourism sector in some regions premier tourist
destination. Thus, the region will get a double
benefit from the existence of such activities (Imron,
2015).

It is frequently discussed on several occasions
as the concept of decoupling economic development
which implementation does not only create
wealth alone but also maintain and mitigate the
negative impacts that will be executed according to
sustainable principles. It should be understood that
in any construction activity, in addition to primary
products generated by-products, it requires a
treatment that does not produce externalities
(Aulia, 2015).

Some experts then tried to construct the
main characteristics of regions that are considered
capable of implementing fiscal decentralization.
Based on Halim, 2001 in (Vurry, Suwendra, &
Yudiaatmaja, 2014), some of the main features of
the area that is able to run a fiscal decentralization
including: 1) the area should be able to have the
authority and the ability to explore the sources of
finance, manage, and use their own finances that
are adequate to finance organization of government
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and 2) dependence on central assistance should be
as minimal as possible so that PAD can be part of the
largest financial resources so that the role of local
government become bigger anyway.

The demand to increase of PAD is also in line
with the enlargement authority function delegated
to local governments. Especially in the early period
of fiscal decentralization, the government also made
a devolution mechanism of personnel, equipment,
and documentation (P3D) to the region in a large
scale (Herawati & Supratiwi, 2013).

In a way, the contribution of PAD can be
viewed as an indicator or criteria for measuring
the dependency on the central area. The bigger
the contribution of PAD in an area, it will reduce
the degree of dependence on central assistance.
Conversely, the smaller contribution of PAD to
APBD the local dependence, central assistance will
increase (Sandri, Putri, & Dwirandra, 2016).

One thing to keep in mind is that the
mobilization of financing sources within certain
limits can improve financial performance area. But
in excessive levels, it will cause long-term non-
productive effects (Efendi & Wuryanti, 2011). The
diversity of potential and resources in some areas
are potentially creating gaps in the reception of
PAD. Therefore, efforts should be made thoroughly
to neutralize these effects.

The implementation of decentralization also
marks a new era of political relations between
the Central Government and the Regions after
previously considered to be very centralized. It was
stated by Pratikno (2005) which states that the
pattern of central and local relations in the New
Order era is a centralized pattern of relationships.
This centralized pattern of relationships makes
the central government dominates all sides of
governance, including a financial balance of the
relationship patterns.

An interesting opinion is also delivered by
Rondinelli (1981) which states that decentralization
can be interpreted as a political transfer process.
This is in accordance with the purpose of the
implementation of decentralization and regional
autonomy in Indonesia through money by following
function principle, although in some other countries
the process of decentralization is limited on delivery
financing sources (Leemans, 1970). Neither stated
by Lay (2003) who analogized decentralization
as a political and administrative decentralization
process that produces local state government in the
form of administrative areas.

Oates (1993) through the decentralization
theorem states that the fundamental economic
efficiency can be improved by delegates in the form
of fiscal decentralization to the government at the
lowest level, which causes an increase in economic
growth, both at national and regional level. Through

this theory, Oates emphasized the analysis on
aspects of cost efficiency due to the delegation of
authority that would eliminate the bureaucracy.
This chain bureaucracy has often been considered
to be a source of high-cost economy.

The same perception conveyed by Tiebout
(1956) which states that the fundamental ideas
behind the implementation of fiscal decentralization
are: 1) through the implementation of fiscal
decentralization, the economic efficiency can be
improved through a better public services; 2)
competition in the provision of public services
and inter-regional population mobility will
occur in order to adjust the preferences between
communities and local government.

Format fiscal decentralization in Indonesia is
on its way to getting better. If the previous financial
balance mechanism of the relationship between
the Central Government and Local Government
conducted within the framework of the autonomous
regional subsidy mechanism (SDO) and the funds of
President’s instruction (Inpres), then in the reform
era relationship format turned into a Transfer to
Regions mechanism (Amarullah, 2013).

Under Law of the Republic of Indonesia
Number 33 of 2004 on Financial Balance between
Central and Local Government, the Regional
Transfer mechanism consists of the allocation of
Fund Balance (Daper) and Special Autonomy and
Adjustment Fund. Fund balance itself is divided into
Revenue Sharing (DBH), General Allocation Fund
(DAU), and Specific Allocation Fund (DAK). This is in
accordance with the implementation of the money
follows function principle (Zulkarnain, 2014).

Regional financial performance measurements
often become major benchmarks of success in
local government management. Local government
performance is then defined by the Study Team on
the Development of Performance Accountability
System for Government in Soleh & Suripto (2011)
as an illustration of the level of achievement in the
implementation of an activity/program/policy in
achieving the goals, objectives, mission, and vision
of the organization as stated in the formulation of
strategic planning of an organization.

Based on these definitions, the assessment of
the performance of the local government became
significant in ensuring accountability of Regional
Head of the people who had elected him. The
assessment also will expand the dimensions, not
just an assessment of the achievement of the targets
planned program but also extends to the use of
economic resources efficiently and effectively.

Research by Halim (2001) adds that among
the overall assessment of the local government
performance, rating performance and financial
capability of the area to be one of the crucial
things. This study also adds that the analysis of
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the performance and ability of local finance is the
attempt to identify the characteristics of finance
based on financial statements that are available.

Other researchers, Wihana (2010) states
that the policy of decentralization and regional
autonomy, not only has changed the rules in relation
to central and local government finances drastically
but also change the pattern of organizational
behavior, human resource policies and actors.

Under Law of the Republic of Indonesia Number
32 of 2004 and its revision Law of the Republic of
Indonesia Number 23 of 2014 then followed by Law
of the Republic of Indonesia Number 28 of 2009 on
Regional Tax and Regional Retribution from APBD
comprised of Local Own Resources (PAD) includes
local taxes, retribution, and other PAD and Transfer
to Region. Local own resources (PAD) often used as
key indicators of Regional Financial Independence
valuation as well as the effort to reduce fiscal budget
(APBD) dependency.

Post-publication of these regulations, a
number of areas and then demonstrate significantly
increased the capacity of its own local own resources
(PAD). However, the creativity and initiative of the
local government in strengthening the capacity of
local own resources (PAD) also have to continue
to be controlled, not only because the issuance of
local taxes mechanism that are close list, but also to
avoid the creation of a business climate that is not
conducive (Herawati & Supratiwi, 2013).

The types of provincial taxes are close or
limited which means the province cannot collect or
create the kind of levy or other taxes beyond those
already established and can only increase the types
of levies in accordance with the criteria specified
in the Act. Conversely, those types of taxes in the
districts/cities are not close list or limited so that
each district/city has the opportunity to explore the
potential of their own financial resources beyond
the defined explicitly in the Act.

In the local own resources (PAD) management,
in particular, relating to components of local taxes,
some principles need to be considered by the Local
Government. Thus, the creation of sources of the
budget (APBD) is not contrary to the principle of
efficiency and supporting the local investment
climate. According to the Devas in Mahmudi (2010),
some of the main principles of the local taxation are:

1. The principle of elasticity where the local tax
mechanism must provide sufficientincome and
elastic, easily up and down with the increase or
decrease of income levels;

2. The principle of fairness, which means the
local tax must feed that sense of justice, both
vertically according to their social group,
community and horizontally equitable, which
means the same for every member of society;

3. The principle of convenient administrative

where management of regional taxes
administration should be flexible, simple, easily
calculated, and provide satisfactory services to
the taxpayer;

4. The principle of political acceptance, which
means the local tax must be accepted
politically by the public so they are aware of
their obligations to pay;

5. The non-distortion principle on the economy
in which local taxes that applied must not have
a negative impact on the economy.

Unfortunately, as mentioned in Haryanto
(2016) despite the positive impact of fiscal
decentralization in Indonesia, it is also considered
creating an impact of the growing dependence of
the regions to a central government. It can be seen
from the increasing amount of allocation to the
Regional Transfer annually. According to the Central
Budget Report, in 2008, the amount allocated to
the Transfer to the Region almost IDR292,4 trillion
and has been increased to IDR770,2 trillion in 2016
budget year, with the addition of the allocation of
the Village Fund since 2015.

Based on this introduction, the problem
statement on this research is how the mapping
of the PAD performance in Indonesia fiscal
decentralization era fro 2008-2014 and also how is
the analysis of regional dependency ratio? Different
sizes of ratio, which are used in this study, are the
local fiscal independence ratio and dependence
ratio.

The research by Saputra (2013) stated that
the definition of independency ratio is the financial
capability to finance its own local government
activities, development, and service to the people
who have paid taxes and levies as a source of revenue
required by the region. While the research by Desita
(2015) stated that the definition of regional fiscal
dependency ratio is an indicator that described how
big the revenue (APBD) dependency level from the
Central Government. This ratio also describes the
performance of the budget independently.

To limit this study, the researcher focuses the
analysis from 2008 to 2014, due to the difficulty of
getting more contemporary data sources. Another
limitation is related to the number of variables that
used only local own resources (PAD), total revenue
and total transfer to the region. The analysis was
also limited to the ratio of local independence and
dependence.

II. METHOD

In accordance with the research approach, this
study used descriptive research to address anumber
of variables relating to the research problem. Types
of variables selected in this study are the local own
resources (PAD) variable, total revenue, and total
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Table 1.
Patterns of Central and Local Government Relations

Ratio Local Independency Local Fiscal Dependency Relationship Pattern

<25 Unable Very small Instructive
25-50 Less Independent Good Enough Consultative
51-75 Independent Enough Large Enough Participatory
76-100 Already Independent Very Large Discretionary

Source: Halim, 2001

revenue transfer to the region. It is assumed that
there is a relationship between the variables of local
own resources (PAD), total local revenues, as well as
transfers to the regions in influencing independence
and dependence of local fiscal indicators from the
calculation of the hypothesis, which then will be
used as the basis for formulating recommendations
and evaluation of fiscal decentralization policy in
the future.

Analysismethod used wasratio analysismethod
by comparing the ratio of local own resources (PAD)
to total revenue transfers to the region as a depiction
of the local independent level (TKD) and transfer
revenue ratio to total local revenues as a depiction
of the level of local dependency (TKtD). In general
formula ratios used are:

Level of Local Independency (TKD)=PAD/TPT

Where TKD is Level of Local Independency,
PAD is the Local Revenue and TPT is Total Revenue
Transfer;

Level of Local Dependency (TK D)=PT/TPD

Where TKtD is Level of Local Dependency, PT
is the Transfer Admission and TPD is Total Local
Revenue;

Local independence ratio (TKD) and the local
dependency ratio (TKtD) will be used as the basis of
the analysis in the evaluation to all districts/cities
and provinces in Indonesia from 2008 to 2014.
As for the meaning of the region’s autonomy and
dependency ratios will use the reference of Paul
Harsey and Kenneth Blanchard in Halim (2001) as
described in Table 1.

Overall the type of data used in this research
is secondary data obtained from official agencies
of Directorate General of Fiscal Balance (DJPK),
Ministry of Finance and the Ministry of Internal

Affairs. While the population of this study done to all
districts/cities and provinces throughout Indonesia.
From the results of local independence ratio (TKD)
and the regional dependency ratio (TKtD) is then
mapped into Quadrant analysis method that divides
the area into four quadrants.

Quadrant analysis method in 2003 was used
as one of the tools by Bappenas in to ask questions
of local financial ability (Samora, 2010). The
first quadrant describes the independent region
with a low degree of dependence. The second
quadrant depicts dependent regions and low level
of dependence. While the third quadrant describes
a region dependent and high level of dependence
while the fourth quadrant describes an independent
region with a high level of dependency.

III. RESULTS AND DISCUSSION

Fiscal decentralization implementation in
Indonesia reformation era officially begins on
January 1st, 2001. The policy implications are
widespread, particularly in regard to political
relations between central and local government
administration. Centralized relationships became
decentralized. Ratification Law of the Republic
of Indonesia Number 22 of 1999 on Regional
Administration and Law of the Republic of
Indonesia Number 25 of 1999 on Financial Balance
between Central and Local Government also created
a new paradigm by putting the full autonomy,
comprehensive and accountable to the district and
the city.

To support the successful implementation of
this fiscal decentralization, the government has to
give up some authority to regional governments
with appropriate sources of financing money follows
function principle. By putting in the hands of local
government authority, expected quality of public
services is on the rise because it is assumed they are
more aware of what the needs. On the other hand,
the implementation of fiscal decentralization is also
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expected to increase the level of independence in
their respective areas.

Unfortunately, many studies actually provide
the phenomenon of different things from the
implementation of the fiscal decentralization. In
the implementation, many people feel that fiscal
decentralization would indicate the emergence of
symptoms of a greater dependence on the region on
the central government. This clearly demonstrates
the helplessness of local own resources (PAD)
in financing budget expenditures in the area.
The demand for the growing local revenue also
increased in line with the enlargement function of
the authority delegated to the regions.

Therefore, it is necessary to have a productive
creativity and initiative from the region to explore
the sources of financing that comes from local
own resources (PAD) within the boundaries of the
regulations that have been defined. One thing to
keep in mind is that the mobilization of financing
sources within certain limits can improve financial
performance area. The diversity of potential and
resources in some region potentially create gaps in
local own resources (PAD).

Therefore, efforts should be made in order
to neutralize these effects. One of the efforts that
need to be done is the need to compile the mapping
performance of local own resources (PAD) in

Table 2.
Calculation of Local Independency and Dependency

the area as well as analyzing the level of regional
dependency on central assistance. Results of
mapping the performance of local own resources
(PAD) and analysis dependence level on the central
area are then organized into a diagram using the
quadrant method.

A. Independence and Dependence Local

Indicators

In general, the result of calculation of local
independency ratio and fiscal dependency across
Indonesia from 2008 to 2014 can be seen in Table 2.

Based on Table 2, the calculation results of local
independence indicators can be divided into three
groups, namely the less independent, independent
enough and unable. List of regions that fall within
the categories are:

1. Less independent: the majority of regions
in fiscal decentralization era is in the less
independent group. There are about 29 areas
of 34 provinces with total districts/cities that
fall into this category or reach nearly 85%
of the total. Regions with less independent
category is generally defined as areas with
independency ratio between 25 to 50 as well
as the central and local government relations
pattern is consultative;

2. Quite independent: in this group, there

No Region Local Independency ;:;:in::::ly Relationship Pattern
1 Aceh Less Independent Quite Large Consultative
2 North Sumatra Less Independent Quite Large Consultative
3 West Sumatra Less Independent Quite Large Consultative
4 Riau Less Independent Very Large Consultative
5 Riau Islands Less Independent Quite Large Consultative
6 Jambi Less Independent Very Large Consultative
7 South Sumatra Less Independent Very Large Consultative
8 Bangka Belitung Islands Less Independent Very Large Consultative
9 Bengkulu Less Independent Very Large Consultative
10 Lampung Less Independent Quite Large Consultative
11 Jakarta Quiet Independent Quite Good Participatory
12 West Java Quiet Independent Quite Large Participatory
13 Banten Quiet Independent Quite Large Participatory
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No

Region

Local Independency

Local Fiscal

Relationship Pattern

Dependency

14 Central Java Less Independent Quite Large Consultative
15 Yogyakarta Less Independent Quite Large Consultative
16 East Java Less Independent Quite Large Consultative
17 West Kalimantan Less Independent Very Large Consultative
18 Central Kalimantan Less Independent Very Large Consultative
19 South Kalimantan Less Independent Quite Large Consultative
20 East Kalimantan Less Independent Quite Large Consultative
21 North Kalimantan Unable Quite Good Instructive

22 North Sulawesi Less Independent Very Large Consultative
23 Gorontalo Less Independent Very Large Consultative
24 Central Sulawesi Less Independent Very Large Consultative
25 South Sulawesi Less Independent Quite Large Consultative
26 West Sulawesi Less Independent Very Large Consultative
27 Southeast Sulawesi Less Independent Very Large Consultative
28 Bali Quiet Independent Quite Good Participatory
29 West Nusa Tenggara Less Independent Quite Large Consultative
30 East Nusa Tenggara Less Independent Very Large Consultative
31 Maluku Less Independent Very Large Consultative
32 North Maluku Less Independent Very Large Consultative
33 Papua Less Independent Quite Large Consultative
34 West Papua Less Independent Quite Large Consultative

Source: MOE 2015, processed data

were about 4 areas namely Jakarta, West
Java, Banten and Bali Province. Regions with
an independent category is a group with
independency ratio about 51-75 and the
central and local government relations pattern
is participatory;

3. Unable: there is only one area that falls into
this category, it is North Kalimantan province.
The area with unable category defined that the
independency ratio is less than or equal to 25.
For this unable region, the relationship pattern
is instructive with the dominant role of the
Central Government. One factor that may cause
the influx of North Kalimantan province into
this group is a factor of regional expansion;

The phenomenon where there were still many
regions that fall into the less independent category
while implementing fiscal decentralization in
Indonesia is nearly 16 years, seems necessary to get
serious attention from the government. The initial
goal of fiscal decentralization in order to create
local independency aspect has even become further
from expectation. For this reason, the evaluation
and monitoring mechanism shall be strengthened
and follow the money follows function principle.
Reward and punishment must be fully implemented
in and the fund allocation to the regions needs to be
sharpened.

While in local dependency ratio analysis, based
on Table 2 can be divided into very small, quite
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Table 3.
Quadrant Analysis

Description TKD,>TKD TKD, < TKD
TKD, > TKD Lampung, East Kalimantan Aceh, North Sumatra, Jakarta, Banten,
West Java, Central Java, Yogyakarta,
East Java, South Kalimantan, South
Sulawesi, Bali, Papua, West Papua
(Quadrant IV) (Quadrant 1)
TKD, < TKD West Sumatra, Riau, Riau Islands, North Kalimantan

Jambi, South Sumatra, Bangka Belitung
Islands, Bengkulu, West Kalimantan,
Central Kalimantan, North Sulawesi,

Gorontalo, Central Sulawesi, West
Sulawesi, Southeast Sulawesi, West
Nusa Tenggara, East Nusa Tenggara,

Maluku, North Maluku

(Quadrant Il1)

(Quadrant 1)

Source: MOE 2015, data processed

Where:

TKD, : Level of local independence i;

TKtD, : Level of regional dependency to i;

TKD : Average level of the regional autonomy;
TKD : Average level of regions dependency.

good, quite large and very large groups. Further
explanations are as follows:

1. Very Large: in this group, there are about 15
areas or 47% of the total. These areas are the
province of Riau, Jambi, South Sumatra, Bangka
Belitung, Bengkulu, West Kalimantan, Central
Kalimantan, North Sulawesi, Gorontalo, Central
Sulawesi, West Sulawesi, Southeast Sulawesi,
NTT, Maluku and North Maluku. Regions with
a very large category of dependency ratios
marked with the number ratio of about 76-
100. This means that local fiscal dependence
on central assistance is very large as well as the
performance of their budgets is very bad;

2. Quite Large: there are about 16 areas in the
group with local fiscal dependency ratio in is
quite large. Quite large fiscal dependency group
have a value of about 51 to 75 and is defined as
a group area with local fiscal dependency large
enough and local budget performance (APBD)
is less good;

3. Quite Good: in this group, there are only
three areas namely Jakarta, Bali, and North
Kalimantan. The quite good category indicates
that the dependence of local fiscal budget is
quite small and its performance is good enough
to support the implementation of development
and public services in the area. To Jakarta
and Bali, it is because the tax revenue base

areas that are relatively capable. While North
Kalimantan is due to the regional expansion;

Actually, there is one more criteria namely the
area with very little fiscal dependency ratio with a
value less than or equal to 25. Unfortunately, from
all regions in Indonesia, none of which fall into this
category. In the future, this condition is certainly a
challenge that must be addressed together. Existing
regulatory infrastructure also supports this goal
where areas with high fiscal capacity will not get
the allocated funds from the Central Government
anymore.

1) Quadrant Method Analysis

From the calculation of the ratio in local
independence and dependence, regional
classification can be analyzed again in the quadrant
method that will be split into four quadrants.
Explanation of quadrant analysis method can be
seen in Table 3.

Based on the description in Table 3, the total
area in Indonesia can then be classified into 4
quadrants with the following explanation:

1. The area in quadrants I: consists of Aceh, North
Sumatra, Jakarta, Banten, West Java, Central
Java, Yogyakarta, East Java, South Kalimantan,
South Sulawesi, Bali, Papua and West Papua.
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The whole area in the first quadrant can be
interpreted as an independent local group
with the level of regional fiscal dependence is
relatively low;

2. The area in quadrant II: consists of the North
Kalimantan. Quadrant II means that the area
has not independent and the low level of
dependence;

3. The area in quadrant III: consists of a group of
West Sumatra, Riau, Riau Islands, Jambi, South
Sumatra, Bangka Belitung Islands, Bengkulu,
West Kalimantan, Central Kalimantan, North
Sulawesi, Gorontalo, Central Sulawesi, West
Sulawesi, Southeast Sulawesi, West Nusa
Tenggara, East Nusa Tenggara, Maluku and
North Maluku. This group is defined as the area
that has not been independent and high level of
fiscal dependency;

4. The area in quadrant IV: consists of Lampung
and East Kalimantan. This area is classified
as independent regional groups with high
dependency rate.

Based on an analysis using the quadrant
method in Table 3, things to be used as an in-depth
evaluation are there were still large regional groups
that fall into the quadrant III category. There are
about 18 areas within the quadrant III. These
areas are generally not independent and still have
a high dependence on government assistance.
Sources finance delivery of local taxation side looks
like it needs to be reviewed because it has not
impacted improve aspects of independency in the
area. The review may be based on consideration
of broadening the base of taxation or accuracy of
taxation mechanisms existing in the area.

The good news is that many areas which also
listed in quadrant I, which portray the independent
areas with a low level of fiscal dependency. These
conditions should be ideal conditions that must be
achieved by the implementing fiscal decentralization
and regional autonomy in Indonesia. This condition
is the initial purpose of implementing fiscal
decentralization. When the area is able to improve
their independence, the function of public services
in the area will also be increased in terms of quality.

IV. CONCLUSION

As a conclusion, based on the calculation of the
indicators in local independence, regional groups
are classified into 1) Less independent of which
about 29 regions from 34 total provinces along with
districts/cities fall into this category or reach nearly
85% of the total. Regions with a less independent
category are generally defined as areas with ratio
independency between 25 to 50 as well as the
relationship of central and local government pattern
is consultative; 2) Quite independent with a group

ofabout fourareas namely Jakarta, West]ava, Banten,
and Bali Province. Regions in a quite independent
category are regions with independency ratio of
about 51-75 and the relationship patterns of the
local and central government is participatory.

Next group 3) Unable is only one area that
is North Kalimantan that fall into this category.
The area with unable category defined as a region
independency ratio less than or equal to 25. For this
unable area, the relationship pattern is instructive
created by the dominant role of the Central
Government. One factor that may form the cause
of the influx of North Kalimantan in this group is a
factor of regional expansion.

Meanwhile, based on local dependency ratio
analysis, can be divided into groups: very small,
quite good, quite large and very large. A list of
local that fall within a very large group, there are
about 15 or 47% of the total. Regions with a very
large category of dependency ratios marked with
the number ratio of about 76-100. This means that
local fiscal dependence on central assistance is very
large as well as the performance of their budgets is
very bad. Next is a quite large group consisting of 16
regions. Quite large fiscal dependency group have
a value of about 51 to 75 and is defined as a local
group with a fiscal dependency that large enough
and local budget performance (APBD) is less good.

Next is a quite good group that consists of
three areas namely DKI Jakarta, Bali, and North
Kalimantan. The pretty good group indicates that
the dependence of local fiscal budget is quite small
and its performance is good enough to support the
implementation of development and public services
in the area. To Jakarta and Bali, it is because the
tax revenue base in the area is relatively capable.
While North Kalimantan Province due to regional
expansion so it is still a new region.

Actually, there is one more criteria namely the
area with very little fiscal dependency ratio with a
value less than or equal to 25. Unfortunately, from
all regions in Indonesia, none of which fall into this
category. In the future, this condition is certainly a
challenge that must be addressed together. Existing
regulatory infrastructure also supports this goal
where areas with high fiscal capacity did not get
the allocated funds from the Central Government
anymore.

By using the quadrant analysis, entire regions
in Indonesia can then be classified into 4 quadrants
comprising: a) Region in quadrants [: consisting
of NAD, North Sumatra, Jakarta, Banten, West
Java, Java Central, Yogyakarta, East Java, South
Kalimantan, South Sulawesi, Bali, Papua and West
Papua. The whole area in the first quadrant can
be interpreted as an independent local group with
the level of regional fiscal dependence is relatively
low; b) Region in quadrant II: consists of the North

Mapping the Local Own Resources (PAD) Performance
and Regional Dependence in Indonesia 2008-2014:
Quadrant Method Approach

Joko Tri Haryanto

49



Kalimantan. Quadrant II classified to a region
that has not independent with the low level of
dependence.

While the next group is c) Region in quadrant
I1I: consists of a group of West Sumatra, Riau, Riau
Islands, Jambi, South Sumatra, Bangka Belitung,
Islands Bengkulu, West Kalimantan, Central
Kalimantan, North Sulawesi, Gorontalo, Central
Sulawesi, West Sulawesi, Southeast Sulawesi, NTB,
NTT, Maluku and North Maluku. This group is
defined as the dependent region with high level of
fiscal dependency; and d) Region in quadrant IV:
consists of Lampung and East Kalimantan. This area
is classified as the independent regional group with
high dependency rate.

As a recommendation, the government is
obliged to observe the phenomenon where there
are still many regions that fall into the category
of less independent while implementing fiscal
decentralization in Indonesia is nearly 16 years old
afterall, and itneeds to get serious attention from the
government. Theinitial goal of fiscal decentralization
in order to create self-sufficiency aspect in the
area even farther away from expectations. For this
reason, the evaluation and monitoring mechanism
shall be strengthened with money follows function
principle. Reward and punishment in the true sense
must be implemented in full and regions fund
allocation needs to be sharpened.

Another recommendation is related findings
using the quadrant method, where there are still
large groups of areas that fall within the quadrant
I1I. There are about 18 areas with the classification
of quadrant IIl. These areas are generally not
independent and still have a high dependence on
government assistance. Delivery of financing source
of local taxation still needs to be reviewed because
it has not improved aspects of regional self-reliance.
The review may be based on consideration of
broadening the taxation base or accuracy of taxation
mechanisms that existed in the region.

The obligation to support the success of fiscal
decentralization in Indonesia is not only for the
government to work alone. All elements of the
nation must support and be active in their individual
capacity. Academics and universities in the area can
support the development of fiscal decentralization
directly in the implementation of studies that are
evaluative of fiscal decentralization itself. Capacity
building for local government also needs to be a
momentum for the role of academic and colleges in
the area. Elements of society and non-governmental
organizations should support the success in fiscal
decentralization in the capacity of the catalyst that
is not associated with personal or group interests.
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