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EARMARKING TAX POLICY
AS AN INSTRUMENT OF PUBLIC SERVICE PROVISION
IN REGIONAL DEVELOPMENT

Local taxes contribute to local revenue of around 50 %. The policy of earmarking tax in Law No.
28 of 2009 on Regional Tax affirms the use of tax for development fund that can be enjoyed directly by
taxpayers. Earmarking tax ensures that tax revenues are used for development and sustainability of local
development funding. Furthermore, local government cannot delay development activities on the reason
of fund unavailability. The purpose of this article is to analyze the prospect of earmarking tax policy in
supporting sustainable regional development. This study applied library research. Results of this study
show that if earmarking tax policy is compared with the general tax definition as a non-lead payment, its
contribution in tax payment is unjustifiable. However, if considering that the local tax is levied by local
governments on the local taxpayer performing taxable acts and allocated to the local government budget
for financing regional development, so it becomes important to assure that it will return to the community.
Implementation of earmarking tax ensures that tax revenue is allocated to the most appropriate sectors
and relevant with the objective of tax collection. In conclusion, the earmarking tax policy emphasizes the
role of local taxes in supporting development in regions ensuring sustainability of regional development
Jfund.
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IesteBasi HATIOTOBASI MMOJMTHKA KAK HHCTPYMEHT (PUHAHCHPOBAHMSI PETHOHAIBHOTO Pa3BUTHUSI

Mecmuvie nanozu cocmasasrom npumepro 50 % mecmuoix doxodos. 3axornom Ne 28 om 2009 .
0 PEZUOHATILHOM HANL0ZE PA3PEULACTNCSL €20 UCTONb308ANUe OISl PAIGUMUS. NPEONPUHUMAMENbCKOL Oesi-
MeILHOCIUL CaMux Haxozoniamervuuros. Hanozoeviil coop obecneuusaem ucnoib308aHuUe HAIOZ0EHIX
nocmynaenuil 0t CMabuibHo20 QUHAHCUPOBaHUS Mecmiblx 0100Jcemos. B 8010 ouepeds, opzaivi
MECMHO20 CAMOYNPAGICHUSL He UMEM NPasa GIUsMb HA PA3GUMUE MEeCMHOZ0 XO3SUCMEA U3-3d
Hexeamku cpedcme ¢ mecmuom 6dxceme. Ilenv smoil cmamvi — NPOAHANUSUPOBATNL NEPCNEKMUBHL
Ppassumus, Hai020680l NOJUMUKU 6 NOOOEPIHCKY YCMOUUUB020 PeZUOHAILHOZ0 paseumus. B pabome
UCNOIL30BAHDL (PUHAHCOBBIE OMUEMbL U OOKYMEHMbL OPZAHO8 MECHIHOZ0 CAMOYNPABLEHUS, PE3YIbMmambl
AHAIU3A KOMOPHIX NO3BOILSHOM COLAMDb 6blE00 0 MOM, UMO eCIU MECHBLIL UeeBOl HA0Z NPUPABHUBA -
emcst K HeOCHOBHOMY NIAMEINCY, €20 eKAad 6 mecmuwiii 6r00xacem ne onpasdan. OOHAKo ¢ yuemom mozo,
UMO MeCmHvle HANOZU B3UMANMC MECMHIMU OPZAHAMU GLACTU C MECMHOZ0 HALOZONAAMEIbUUKA,
OCYUECBAAIOULC20 HAN02000LA2AEMYI0 OCAMENLHOCb, U HANPACIIIOMC 6 Mecmublil 0100xcem O
PUHAHCUPOBAHUS PEZUOHANIBHOZ0 PA3BUMUSL, OUEHD BANCHO UMEMb 2APAHMUL, YMO OH 6HOBb GEPHEMCSL
6 mecmuwiii Or00xncem. Peanusauus nanoezogoil noiumuxu obecneuusaem pacnpedeienue HAI0208blx
nOCMYNIEHULl 8 HYICHHIX HANPABIEHUAX, UMO COOmeemcmeyem ueiu coopa nauroeos. Taxum obpasom,
yenesas HAN0208AS NOJUMUKA CYULECTNBEHHO NOBLIULACT POLb MECTIHBIX HAL0208 8 NOOOEPICKe Pezuo-
HAIbHOZ0 PA3BUMIUSL, KOMOPble 00€Cneuusaiom ezo CmaduibHOCMy U PeAIU3auUI0 ueiell PA3gumust Oan-
HOU meppumopulL.

Kirouesbie ciioBa: 11€/1€BOii HAJIOT; MECTHbIE HAJIOTH; MECTHOE CaMOYIIPABJIEHUE; PETMOHAIBHOE
pasBuUTHE.

Introduction. The implementation of regional autonomy brings some
consequences where regions have an authority to make a number of policies
appropriate with the characteristics of the regions and the aspirations of the people.!
One of the authorities granted to the regions is the authority to levy local taxes.

According H. Mat Jur, the main characteristic of a regions’ power is on its
financial capacity, it means that the autonomous region must have the authority
and power to earn their own financial resources.? In addition, Taxes have a role as
a budgetary function and also as a regulatory function.?

Data from the Statistics Board on the Realization of Regency/City Government
Revenue from 2010 to 2015 and up to date data until October 2016, it is revealed
that the local taxes are the source of local revenue which contributes a lot for PAD,
close to 50 %.

To build public trust and in order to reinforce the policy in using tax (local tax),
the Government takes a policy in the form of earmarking tax under Law Number
28 Year 2009 concerning Regional Tax and Regional Retribution (PDRD), which is:

! Rosyadi, Slamet and Anwarudin, Otonomi Daerah dan Mewujudkan Paradigma Pembangunan
Berkelanjutan, Jurnal Sosial Ekonomi Humaniora, 2, Number. 1, May-October 2008, p. 89.

2 H. Mat Jur, Analisis Kontribusi Pajak Daerah Dan Retribusi Daerah Terhadap Pendapatan Asli
Daerah (Pad) Kota Samarinda, Jurnal Eksis, Vol. 8, No. 1, March 2012, 2001 — 2181, p. 2021.

3 Ferry Susanawati, I Wayan Suparta, Muhammad Husaini, Analisis Potensi Pajak Daerah Sebagai
Sumber Pendapatan Asli Daerah di Kota Metro, Jurnal Ekonomi Pembangunan, ISSN: 2302-9595,
Vol. 3, No. 3, November 2014, p. 276.

4 BPS, Realisasi Pendapatan Pemerintah Kabupaten/Kota Se Indonesia, http://www.Bps.go.id.
Accessed on 25th June 2017.
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Table 1
Earmarking tax under Law No. 28 of 2009 on Regional Tax
Types of Earmarked . Amount Objectives
P Tax Area Law Article of Allocation of AJllocation
Vehicle Tax Article 8, Minimally 10 % Road construction and/or
Paragraph 5 maintenance Improvement
of transportation facilities
and infrastructure
Cigarette Tax Article 31 Minimaly 50 % Funding public health
services
Law enforcement by
apparatus
Street Lighting Tax | Article 56, Partially Provision of street lighting
paragraph 3

The implementation of earmarking tax ensure tax admission allocated for
the right sector and related with tax collection; moreover, it will provide more
guarantee for the continuity of programs which receive earmarked taxes fund. Local
government cannot postpone or stop an activity of a program with reason of no fund.
This research will raise the issue on how to formulate policy of earmarking tax which
later on will be used by local government as an instrument to hold public services.

Methodology. The research method focuses on library research. According to
Soerjono Soekanto and Sri Mamudji, in legal research conducted by using library
research or secondary data, this can be fathomed as normative legal research.
Secondary data as primary data is obtained through library research which is
processed and analyzed in line with interpretation of hermeneutic method.

Results.

1. Principle of Local Taxes. According to Teresa Minassian, taxes and user
charges based on the principle of benefit which can be used sufficiently at all levels of
government, the transfer of its collection authority to the region will be appropriate
as long as its benefits can be localized to the local taxpayer.!

The granting of authority to collect taxes, in connection with the implementation
of regional autonomy in addition to taking into consideration the generally accepted
tax criteria, should consider the accuracy of a tax as a local tax. A good local tax is a
tax that will support the granting of authority to regions in the context of financing
decentralization.

Associated with the granting of authority to the region, Roy Kelly in the Journal
of Fiscal Federalism argues:

Effective decentralization requires that LBs be given discretion to allocate their
resources (at the margin) in accordance with local preferences in order to maximize
expenditure efficiency. Although the LSGA provides a set of mandates on both the

! Teresa Ter-Minassian dalam Utang Rosidin, Ibid.
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revenue and expenditure aspects, including greater discretion in the planning and
budgeting of those responsibilities, field visits suggest a lack of real local discretion in
the budgeting process, both on the expenditure and the revenue side.””

2. Obstacles of Local Tax Management. The obstacle faced by local
government in implementing local tax management arrangement especially caused
by the strictness of central government’s supervision, moreover there are still central
directives that must be followed by regions with the partition of authority between
the central government and local government.

Content material that must be inputted in formulation of local law has been
decided with limit in Law Number 28 Year 2009, including the obligations that must
be done by local government before the formulation of local law where local tax is
set as local law.

3. Initiated Expansion of Earmarking Tax Policy. The problem for PAD is the
authority of taxing power which is very limited. This can only be done if taxing
power is expanded.? On the other hand, region must prepare human resources for
development, institution, technology, juridical intrument and also other supporting
facilities and infrastructures.®> Other strategic plans that must be faced by local
government is to build trust of taxing obligation to tax that has been paid.

Earmarking tax or also called as hypotecation means that every person get dif-
ferent things. Clague and Gordon stated, in subtle meaning, earmarking tax is some
tax that intetionally separated from income wholefully and can be used specifically
for government programs and used thoroughly for those programs.t In Bahasa, ear-
marking tax is tax that is saved for project or certain events payment.’

Local tax is tax levied by local government towards tax obligation from taxable
deeds in region and the income goes for region cash (APBD) and APBD is arranged
in order to build the region, so it becomes important to be noticed by region
authorities that tax which is taken from citizen will be back to them.

According to Tjip Ismail, in order to reinforce the function of Regional
Government as a local tax collector in the era of regional autonomy, the definition of
local taxes should be changed with the addition of normative and assertive, namely
that local tax must also be used to serve the interests of the tax sector concerned as
a form of kontraprestasi.’

! Roy Kelly, Stock-taking of Fiscal Decentralization Policy in Nepal, Journal of Fiscal Federalism,
Local Body Fiscal Commission (LBFC), Pulchock, Lalitpur, Government of Nepal, Year 1, Issue 1,
July 2016, p. 17.

2 Ferry Susanawati, at.all, Ibid.

3 Kadar Pamuji, Implikasi Kebijakan Pendaerahan Pengelolaan PBB Setelah Berlakunya UU No. 28
Tahun 2009 Tentang PDRD, Jurnal Dinamika Hukum, Fak Hukum Unsoed Purwokerto, Vol. 11, No.
1, Januari 2011, p. 125.

* Lofie Bachtiar Almaghfi, dkk, Studi Pemikiran Penerapan Earmarking tax Pada Bea Perolehan Hak
Atas Tanah Dan Bangunan (BPHTB) Di Kota Malang, Jurnal Perpajakan (JEJAK)| PS Perpajakan,
Jurusan Administrasi Bisnis, Fakultas Ilmu Administrasi, Universitas Brawijaya Malang, Vol. 9 No.
1 2016| Perpajakan.http://Studentjournal. Ub.Ac.Id him. 3. Diunduh, 1 Mei 2017.

5 Ibid.

6 Tjip Ismail, 2005, Pengaturan Pajak Daerah di Indonesia, Depkeu RI, Jakarta, p.179
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Law Number 28 Year 2009 on the new PDRD mandated earmarked against one
tax only for district / city, whereas earmarked is very open for other types of local
taxes, namely:

Hotel Tax, Restaurant Tax, Entertainment Tax and Advertisement Tax:
earmarked in the form of promotional facilitation, or providing incentives and
easiness in investment development and business expansion.

Non-metallic minerals and rocks tax; Parking Tax; Groundwater Tax; Swiftlet’s
Nest Tax; Rural and Urban Land and Building Tax; And Customs Acquisition of
Land and Building Rights: earmarked done in the form of ease and simplification
of licensing.

Therefore, the alternative will bring public interest to pay taxes. Moreover, it
will be more motivate for local authorities to perform well and accountable local
tax management and also assert the responsibility to perform public services better.

Conclusion. Within the broader range of thinking, optimizing the excavation
of revenue sources will ultimately strengthen regional economies and self-reliance
and reduce regional dependence on subsidies from the central government. Regional
financial policies are directed at increasing local revenues as a primary source of
local revenue, although in reality, to date local own revenues have not been enough
to contribute to regional growth. Therefore, this study draws conclusion as follows:

Local tax collection policy accompanied by an affirmation of the incentives
provision related to local taxes that has been paid will increase public confidence.

The Earmarking Tax Policy outlined in Law No. 8 of 2009 affirms the role
of local taxes in supporting development in the regions as well as supporting the
function of the Regional Government as a public service.
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IlinpoBa MosaTKOBA MOJITHKA SIK iIHCTPYMEHT (PiHAHCYBaHHS PETiOHAJIBHOTO PO3BUTKY

Micueei nodamxu ckradaiomo matine 50 % micyesux doxodis. 3axonom Ne 28 eid 2009 p. npo
PpezZionanvHuil no0amox 00360IEMLCSL 1020 BUKOPUCTIANHS O PO3GUMKY NIONPUEMHUUBKOT OisabHocmi
camux naammnuxie nooamxis. Iooamxosuii 30ip 3abesneuye SUKOPUCIAHHS NOOAMKOBUX HAOX0ONCEHD
3 Memo10 cmabiibhoz0 QiHancysans micyesux 6100vcemie. Y c6010 uepey opeamu Micles0zo camospsoy-
BAHHS He MAIOMb NPABA GNIUBAMI HA POIGUMOK MICULB020 20€N0dapcmea uepes Opax Kowmis y Micuye-
somy G100xcemi. Mema uiei cmammi — npPoanalizysamu NePeneKmusy Po3GUMKY no0amKo6oi noAimuKu
6 NIOMPUMKY CMAL020 Pe2ionaivHoz0 Po3sumxy. Y pobomi suxopucmano Qinancosi 36imu ma 0oKymenmu
opeanie Micue6ozo camoBpAOY6anHsl, Pe3YIbMAmU AHALsY AKUX 003601AI0Mb 3POOUMU BUCHOBOK, U0
SAKWO Micuesull yinvosuil no0amox npupisHIoemvcst 00 HEOCHOBHOZ0 NIAMENCY, 1020 BHECOK 00 MICUEE020
6100acemy ¢ neeunpasoanum. OOHAK 3 YPaAXYBanHsm mozo, wo MiCUesi noOamKku CmszylomoCs Micye-
BUMU OPZAHAMU 81AOU 3 MICUEB020 NIAMHUKA NOOAMKIE, KUl 30iUCHIOE 0ONO0AMKO8Y8any OisibHICMD,
i Hanpasnsomvcst 00 Micyesozo O100xcemy st PIHAHCYBAHHS PEZIOHAILHOZO PO3BUMKY, OYice BaANCIUBO
mamu zapanmii, wWo 6in 3H08Y NosepHemvca 00 Micueeozo 6100acemy. Peanizayis nodamxosoi norimuxu
3abesneuye posnodii NOOAMKOBUX HAOX00NHCEHb Y NOMPIOHUX HANPAMAX, WO 6i0nosidac memi 360py
nodamxis. Takum uuHoM, UiIbOBA NOOAMKOBA NOJMUKA ICIMOMHO NIOSULYE POLb MICUCCUX NOOAMKIG
6 NIOMpUMyi Pezionaiviozo Po3CUMKY, KL 3abe3neuyioms 11020 cmadivHicmy i pearisauilo yilel pos-
UMKy danoi mepumopii.

KouoBi ciioBa: 11i/ib0OBUIT T0/IATOK; MICIIEBI MOJATKY; MiCIleBe CAMOBPSI/LYBaHHSI; PETIOHATBHII
PO3BUTOK.
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