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The purpose of this study was to analyze financial performance, tax effort, and elasticity 
of tax bouyancy in the parent region and the expansion region in Jambi Province. The 
novelty of this research is that it uses three analytical tools in assessing the autonomy of 
the parent and expansion regions. The analysis used is financial performance analysis to 
assess regional financial performance, analysis of regional tax efforts to assess the ability 
of regions to absorb tax revenue, and analysis of the elasticity of tax revenue to assess 
the productivity ability of regional tax revenue. The research method is a quantitative 
method using secondary data obtained from the Central Bureau of Statistics website, 
Bank Indonesia Reports, and relevant literature.
The results of the study state that the financial performance of the expansion regions and 
the parent Regency / City in Jambi Province is classified as not autonomous. In terms of tax 
effort, the parent Regency / City in Jambi Province for the 2009-2021 Period is classified as 
high in terms of tax capacity, as well as efforts to find tax sources. Meanwhile, the Regency 
/ City expansion areas in Jambi Province are classified as high in tax capacity and low 
in efforts to find tax sources. For the regional elasticity analysis, the level of elasticity of 
the realization of tax revenue of the parent region and the expansion area to GRDP at 
constant 2010 prices in the Regency / City of Jambi Province during the study period on 
average showed an elastic category.

Keywords: Regional Autonomy, Tax Ratio, Tax Capacity, Revenue Elasticity, Regional 
Financial Performance
JEL Classification Code: B22, E62, G38



Analysis of the....... MediaTrend 19 (1) 2024 p.1-16

2

INTRODUCTION
 Law No. 32 of 2004 concerning re-
gional government discusses the discre-
tion for local governments in regulating 
and managing regional finances based on 
existing potential. In order to realize this, 
each region is allowed to expand with the 
provisions imposed by the Law. Karina and 
Wibowo (2022) in their research stated that 
with regional expansion efforts, it is very 
useful in optimizing revenue and regional 
financial performance. This is because the 
scope of the area being managed is get-
ting smaller. Pugu (2022) states that a nar-
rower and homogeneous regional cover-
age will make it easier to implement and 
manage policies related to financial man-
agement.
 The purpose of regional autonomy 
is to increase the ability of regional inde-
pendence, especially in regional financial 
management, by increasing the receipt of 
existing Regional Original Income (PAD), as 
well as looking for new sources of income 
that can support regional original income 
or other terms decentralization (Tolosang, 
2018). Decentralization is a delegation of 
responsibility from the central government 
to the regions in regulating and managing 
their government affairs (Hariyanto, 2020). 
Based on the principle of autonomy, re-
gions are given the freedom to seek and 
explore their own potential in their regions 
(Abidin, 2021). Therefore, it has caused 
many regions to expand themselves as a 
form of implementing regional autonomy,

one of which is Jambi province. Jambi 
Province was chosen as the object of re-
search because this province has been 
implementing regional expansion for more 
than a decade (10 years). Therefore, it 
is important to see how financial perfor-
mance, tax efforts, and elasticity of tax rev-
enues exist in the parent and expansion 
areas of Jambi Province. Table 1 presents 
data on PAD of districts/cities in the parent 
and expansion regions in Jambi province 
in 2019.
 Table 1 shows that the parent re-
gion’s revenue is greater than the expan-
sion area where the average original reve-
nue of the parent region in Jambi Province 
is Rp. 100,333,175,722 while the expan-
sion area is only Rp. 68,228,628,316. This 
shows a mismatch with the objectives of 
regional autonomy, where the expansion 
regions should be more freeing in manag-
ing their regional finances. Meanwhile, the 
PAD of the parent and expansion regen-
cies/cities in Jambi Province is dominated 
by the tax sector. This proves that PAD rev-
enue is highly dependent on the tax sector, 
thus financial management and optimiza-
tion of revenue from the tax sector must 
be improved so that there is an increase 
in PAD. In addition, other sectors must be 
improved to reduce financial dependence 
on the central government so as to create 
regional financial independence (Kurniasih 
et al., 2020).
 Based on the data in table 1, this study 
argues that regional autonomy in the form 

  Source: Processed Data

Table 1.
Regional Original Revenue of Regency / City of Parent Region and Expansion 

Region in Jambi Province in 2019
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of regional expansion in real conditions 
actually causes a fiscal gap between the 
center and the regions. This is because 
the transfer funds from the central govern-
ment to the regions, which were originally 
only used as a stimulus for local govern-
ments, are instead used as a fixed funding 
requirement that continues to be budgeted 
and allocated annually. So that there is a fi-
nancial burden that causes dependence on 
the central government in financing devel-
opment carried out by local governments. 
This has led to the failure of the principle of 
regional autonomy, which should be able 
to create independence from the potentials 
of the region. (Arina et al., 2021). 
 Regional expansion should not be 
a problem when the government can see 
the quality of the regions that will be imple-
mented regional autonomy in the form of re-
gional expansion (Trisakti and Djajasinga, 
2021). This study uses several indicators 
to assess the implementation of regional 
autonomy in Jambi Regency / City such as 
Regional Financial Performance, Regional 
Tax Effort Capability, and Tax Elasticity of 
a Region. Regional financial performance 
can be used to measure the performance 
of local government agencies (Asmawanti 
et al., 2020). Indicators of regional financial 
performance can be assessed from how 
much PAD and the highest contribution of 
PAD is from the tax sector. Therefore, this 
study also takes into account how much 
tax effort a region has in exploring the po-
tential of local taxes and also takes into ac-
count how elastic a region’s taxes are to 
estimate the productivity of tax revenue in 
the Regency / City in Jambi Province. 
 Tax effort is the ability of a region 
to seek or explore tax potential, this is in-
tended to increase the development of a 
region (Asmawanti et al., 2016). This study 
uses the calculation of tax effort by com-
paring the ratio of taxes collected to the tax 
capacity obtained by the local government. 
In addition, this study uses tax buoyancy 
as another indicator in measuring the suc-

cessful development of economic growth 
in a region (Santiago et al., 2020). In this 
case, the elasticity parameter shows the 
response of local tax revenue to chang-
es in Gross Regional Domestic Product 
(GRDP).
 The theory of regional autonomy 
plays an important role in shaping the fi-
nancial performance of a region. This con-
cept gives local governments the ability 
to manage resources and policies inde-
pendently, create local revenue, and al-
locate budgets according to local needs 
and priorities (Darwanis & Saputra, 2014). 
Regional autonomy also encourages com-
munity participation, strengthens good 
governance, and increases responsive-
ness to local dynamics (Mardiasmo, 2021). 
By empowering local governments, the 
theory of regional autonomy becomes the 
foundation for achieving financial indepen-
dence, improving the efficiency of budget 
management, and building responsive and 
sustainable regional financial sustainability 
(Ansar, 2021).  
 Taxation theory states that good 
tax effort involves determining fair and ef-
ficient tax rates, implementing tax policies 
that support economic growth, and manag-
ing effective tax administration (Furqon et 
al., 2022). Regional autonomy is also an 
important factor in determining the extent 
to which regions can manage their fiscal 
resources independently (Christia & Ispri-
yarso, 2019). The application of taxation 
theory to achieve tax buoyancy involves 
assessing dynamic tax structures and 
policies that allow flexibility in the face of 
changing economic conditions (Olandari 
Mulyadi et al., 2022). Appropriate changes 
in tax rates and bases, as well as tax poli-
cies that support investment and economic 
sector growth, can ensure that the tax sys-
tem remains relevant and effective in gen-
erating revenue.
 Research conducted by Saputri 
(2016) states that the expansion area in 
Siak Regency is successful in exploring the 
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potential of the region. This can be seen 
from the poverty rate, regional income, and 
per capita income of the expansion area 
which is better than the parent region. In 
addition, Salim (2019) states that there 
was considerable GRDP growth in Puncak 
Jaya Regency after the expansion. Syah-
putra (2017) there is a positive influence 
between the degree of decentralization on 
the implementation of regional autonomy 
where there has been an increase in de-
centralization over the last 6 years in the 
expansion area. Research conducted by 
Santika et al., (2018) states that there is an 
increase in public service performance and 
economic equality in North Lombok Regen-
cy after regional expansion. This is also in 
line with research conducted by Umami & 
Ferizaldi (2022) expansion for North Aceh 
Regency as a solution in overcoming diffi-
culties in providing access to development 
and public services to the community, ex-
pansion also has an impact on inequality 
between regions due to the span of control 
that is too far between regions. 
 Meanwhile, Akbar (2019)  explains 
that there are negative effects of regional 
expansion in Indonesia. Where expansion 
causes additional government structures 
which have an impact on the increasing 
burden of financing that must be met by 
the government, coupled with the low fis-
cal capacity owned by the regions. Awa-
lia (2022) states that the level of financial 
performance of the expansion regions of 
Jambi Province is very low using the Fi-
nancial Independence Ratio (FIR), Duri & 
Rahmah, (2020) states that the expansion 
of the four lawang district area still does 
not fully provide welfare for the community 
or in terms of development regional expan-
sion can trigger local selfishness which 
can hinder regional development, and has 
the potential to cause conflict between 
regions. Firman (2013) suggests that re-
gional margerization is a good option to be 
able to provide more efficient and effective 
public services in the regions. 

 Therefore, this study tries to see 
the success of the financial performance 
of the parent and expansion regions in 
the Regency / City in Jambi Province us-
ing regional financial performance ratios, 
then assess how tax efforts in both the 
expansion area and the parent area, and 
the elasticity of taxes on GRDP whether it 
is able to have a good impact on regional 
tax expansion and the parent area in the 
Regency / City in Jambi Province. Auton-
omy aims to make regions independent in 
financial management so that the depen-
dence of local governments on the cen-
tral government in terms of financing (Re-
gional Expenditure) can be reduced, but 
in reality, regional expansion has become 
a burden on the central government, so it 
is necessary to study how the government 
manages its regional revenue sources. 
This is also a form of comparison of the 
results of research related to the financial 
performance of a region where there is still 
a gap.

METHODOLOGY
 This study aims to analyze financial 
performance, tax effort, and tax bouyancy 
(Elasticity of Tax Revenue) in the parent 
region and expansion areas in Jambi Prov-
ince. This research is qualitative in nature 
which explains in detail about the descrip-
tion of regional financial performance, tax 
efforts and tax elasticity in regencies / cit-
ies in Jambi Province, as for what is new 
in this study, namely using three analytical 
tools in assessing the autonomy of the par-
ent and expansion regions with the ana-
lytical tools used are financial performance 
analysis to assess regional financial per-
formance, analysis of regional tax efforts to 
assess the ability of regions to absorb tax 
revenues, and analysis of the elasticity of 
tax revenues to assess the ability of pro-
ductivity of regional tax revenue. as for the 
objects in this study are regencies / cities 
in Jambi Province that have been expand-
ing for a decade, namely Merangin Regen-
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cy, Bungo Regency, West Tanjung Jabung 
Regency, and Kerinci Regency as the par-
ent region, with Muaro Jambi Regency, Sa-
rolangun, Tebo, East Tanjung Jabung, and 
Sungai Penuh City which are expansion 
areas.
 As for analyzing measuring region-
al financial performance analysis, includ-
ing:
1. Degree of Fiscal Decentralization (DFD)
This degree of Fiscal Autonomy measures 
the ability of local governments to increase 
local revenue to finance development. Ac-
cording to Mahmudi (2016) the regional 
financial ratio is calculated by comparing 
the amount of regional own-source rev-
enue with the total regional revenue. The 
higher the PAD contribution, the higher the 
local government’s ability to implement de-
centralization.

where DFD is Fiscal Autonomy Degree Ra-
tio year t, ROR is Revenue value of local 
revenue in year t and TRR is Total value of 
regional revenue in year t.
 The ratio interval size following Sa-
putra & Mahmudi (2012) is as follows:

2. Regional Expenditure Performance 
(REP)
Regional Expenditure Performance Analy-
sis is a comparison between Direct Ex-
penditure and Total Regional Expenditure.  
The Regional Revenue Budget Utilization 
Ratio shows the level of a region’s ability 
to spend its finances for government ac-
tivities, development and services to the 
community (Priyarsono et al., 2010). This 
Regional Expenditure Performance Analy-
sis is formulated as follows:

where REP is Regional Expenditure Per-
formance, DE is Direct Expenditure, TRE 
is Total Regional Expenditure.
 The ratio interval size following 
Tangkilisan (2005) is as follows:

3. Degree of Regional Dependency (DRD) 
According to Mahmudi (2016) the ratio of 
regional financial dependence is calculated 
by comparing the amount of transfer reve-
nue (Central Assistance Fund) received by 
regional revenues with total regional rev-
enues. The higher this ratio, the greater the 
level of dependence of local governments 
on the central government and/or provin-
cial governments. This ratio is formulated 
as follows: 

where DRD is Regional Financial Depen-
dency Ratio year t, CAF is Central Assis-
tance Fund in year t, TRR is Total Regional 
Revenues in year t.
 The interval size of the Regional Fi-
nancial Dependency Ratio following Sapu-
tra & Mahmudi (2012) is as follows:

 After that, the second step is to as-
sess the Tax Effort, to assess the tax effort, 
it must first be analyzed the regional tax 
ratio by means of the Tax Ratio (T/GRDP) 
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and Tax Capacity (T^/Y) models:

To measure the Regional Tax Capacity, the 
formula proposed by Bhal (1971) is used 
as follows:

Where TR/Y is Tax Ratio, Y/cap  
is Per capita Income (GRDP per capita), 
AG/Y is Contribution of the agricultural 
sector, MN/Y is Mining sector contribution, 
ID/Y is Industry sector contribution, AC/Y is 
Aid contributions from the central govern-
ment, e is error term, i is Level II area (i = 
1, 2, 3, ..., 10), t is time.
 If the function of tax ratio and local 
tax capacity is obtained, then tax effort can 
be calculated both in time series and cross 
section. By using the formula: 

E = (T/Y)/(T^/Y)  or Ei = Ti /T^i  

where Ei is Regional Tax Effort Ratio i (Tax 
Effort), Ti is Local tax ratio i, T^i is Local tax 
capacity i 
 Decision Making on Regional Tax 
Efforts based on Research by Chelliah et 
al. (1975) namely: 
E > 1: High Tax Effort 
E < 1: Low Tax Effort 
 After classifying the criteria for local 
tax efforts, it can be measured the classi-
fication of existing tax capacity and efforts 
in a region with 4 categories of possible 
capabilities and regional ratings accord-
ing to tax capacity and regional tax efforts, 
namely: 

1. High Capacity and High Effort; 
2. Low Capacity and High Effort; 
3. High Capacity and Low Effort; 
4. Low Capacity and Low Effort.

 Furthermore, looking for the elas-
ticity of regional tax revenue (tax buoyan-

cy) can be calculated using the elasticity 
model. The calculation of revenue elastic-
ity (PAD) in this case is local tax is as fol-
lows:

where Δ % Tax is Percentage Change in 
Local Tax Revenue and Δ % GRDP is Per-
centage change in GRDP.

 This research is a qualitative re-
search with the variables used are: Degree 
of Fiscal Decentralization is a compari-
son of PAD to the amount of all regional 
revenues in the 2009-2021 period, then 
the variable Regional Expenditure Perfor-
mance is a comparison of direct expendi-
ture to the total expenditure of districts / 
cities in Jambi Province in the 2009-2021 
period, Regional Dependence Ratio is a 
comparison between Central Assistance 
Funds to Total Regional Revenues of Dis-
tricts / Municipalities in the 2009-2021 
period, then the variable of Regional Ex-
penditure Performance is a comparison of 
direct expenditures to the total expenditure 
of districts / cities in Jambi Province in the 
2009-2021 period, Regional Dependence 
Ratio is a comparison between Central 
Assistance Funds to Total Regional Rev-
enues of Districts / Municipalities in Jambi 
Province in 2009-2021.These three vari-
ables are used to measure how regional 
financial performance in Jambi Province. 
Then in this study using the Regional Tax 
variable, namely the total regional tax re-
ceived by the Regency / City of Jambi 
Province for the 2009-2021 period, ROR 
is a source of regional finance originat-
ing from the Regency / City area in Jambi 
Province in the 2009-2016 period, Cen-
tral Assistance Fund or Balancing Fund is 
funds from the State Budget allocated to 
Districts / Municipalities in Jambi Province 
for the 2009-2021 period, Regional Rev-
enue is the total Regional Cash receipts 
in the Regency / City of Jambi Province 
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in the 2009-2021 period, Direct Expendi-
ture is regional expenditure budgeted in 
the implementation of Regency / City local 
government programs in Jambi Province 
in 2009-2016,  Total Regional Expenditure 
of all costs used in financing the activities 
of the Regency / City government in Jambi 
Province in 2009-2021.
 Then the GRDP Variable (Regional 
Domestic Product Product) is the Regency 
/ City in Jambi Province from the period 
2009-2021 based on the 2010 Constant 
Price according to the business field, per 
capita Income Data is a comparison of the 
amount of GRDP with the population of an 
area during the 1 year period, Agricultural 
Sector Data is the income of the agricul-
tural sector for 1 year based on business 
fields on the basis of constant prices in 
2010 in the Regency / City in Jambi Prov-
ince,  Mining Sector Data is the income 
of the Mining sector for 1 year based on 
business fields on the basis of constant 
prices in 2010 in Districts / Municipalities 
in Jambi Province, Industrial Sector Data 
namely Industrial sector income for 1 year 
based on business fields on the basis of 
constant prices in 2010 in Regencies / Mu-
nicipalities in Jambi Province, Tax Ratio is 
a comparison of total regional tax revenue 
to the GRDP of districts / cities in Jambi 
Province, Taxable Capacity is the result 
of estimates from tax revenue sources in 
the form of leading sectors in a region for 
1 year, Tax Effort is a comparison between 
actual regional tax revenue to regional tax 
capacity for 1 year and the last is the vari-
able Regional Tax Elasticity, namely com-
parison of the percentage change in ROR 

to the percentage change in GRDP of Dis-
tricts / Municipalities in Jambi Province.

RESULTS AND DISCUSSION
 Jambi Province was formed based 
on Law number 61 of 1958 which con-
sisted of 5 regencies and 1 city, namely 
Kerinci Regency, Sarko Regency, Bungo 
Tebo Regency, Batang Hari Regency, Tan-
jung Jabung Regency and Jambi City. In 
1999 after the regional autonomy law was 
passed, Jambi Province expanded several 
regions through Law Number 54 of 1999 
and Law Number 25 of 2008 where the ex-
pansion areas were Sarolangun Regency, 
Tebo Regency, Muaro Jambi Regency, 
East Tanjung Jabung Regency and Sungai 
Penuh City. So that the total number of re-
gencies and cities in Jambi Province is 9 
regencies and 2 cities.
 Jambi Province has carried out 
regional expansion for more than a de-
cade, meaning that regional autonomy 
proclaimed by the government can already 
be assessed whether a regional expansion 
or parent region has carried out regional 
autonomy properly or not, this can be as-
sessed from the Financial Performance of 
the expansion and parent regions in the 
Regency / City in Jambi Province from 
2009 - 2021.

Analysis of the Financial Performance 
of the Parent Region and the Expansion 
Region in the Regency / City in Jambi 
Province.
1. Degree of Fiscal Decentralization 
 Based on table 3 above, it can be an-
alyzed that the Degree of Fiscal Autonomy

Table 2.
Regency / City of Parent and Expansion Areas in Jambi Province

                  Source: Processed Data
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of the Expansion Region and the parent re-
gion are both in the non-autonomous cate-
gory where the highest presentation for the 
DFD value is only 8.93%, namely in Bungo 
Regency as the parent region, while the 
lowest is East Tanjung Jabung Regency, 
which is 3.48%, which means that the Re-
gional Original Revenue obtained by the 
Regency / City government has not been 
able to finance development both in the ex-
pansion area and in the parent region. The 
low value of the Degree of Fiscal Decen-
tralization means that regional empower-
ment in terms of the capability to manage 
regional finances is still very low.
2. Regional Financial Dependency
 Based on table 4. It can be seen that

the expansion area and the parent region 
in the Regency / City in Jambi Province 
are still very dependent on central govern-
ment assistance where the lowest financial 
dependency ratio in Merangin Regency is 
76.85% while the highest is in West Tan-
jung Jabung Regency at 90.31%, meaning 
that most of the Regional Revenue in the 
Regency / City in Jambi Province is assis-
tance from the central government and the 
provincial government, this also indicates 
that local revenue has not been optimal in 
meeting the needs of regional expenditure 
in the Regency / City in Jambi Province.
3. Regional Expenditure Performance
 Based on table 5 above, it can be 
seen that the performance of regional ex-

             Source: Processed Data

Table 5.
Average Expenditure Performance of Regional Expansion and Parent Region in 

Jambi Province 2009-2021

Table 3.
Average Degree of Fiscal Decentralization of Spreading Regions and Parent Re-

gions in Jambi Province 2009-2021

Table 4.
Average Expenditure Performance of Regional Expansion and Parent Region in 

Jambi Province 2009-2021

             Source: Processed Data

            Source: Processed Data
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penditure for the parent region and the ex-
pansion area is quite good, where the high-
est performance of regional expenditure is 
in Sarolangun Regency, which is 69.34%, 
while the lowest is Batang Hari Regency at 
44.55%, this indicates that regional expen-
diture used for the development process in 
regencies / cities in the expansion area and 
the parent area is quite good, where the 
proportion of expenditure for development 
is 50% of the total budgeted expenditure. 
 Based on Table 3, Table 4, and 
Table 5, it can be seen that the Degree 
of Fiscal Autonomy (DFA) is said to be 
good if the DFA value is> 40.1% (Karina 
dan Wibowo, 2022), while for the regional 
financial dependency ratio (RFDR) < 40.1 
then RFDR is said to be good (Mauludin 
dan Dewi, 2020),  and for Regional Expen-
diture Performance (REP) > 40.1% then 
KBD is said to be Good  (Mataris dan Dig-
dowiseiso, 2022). 
 From the table above, it can be an-
alyzed that the DFA of the parent region is 
higher than the expansion area, although 
the DFA between the parent and expansion 
areas is not well implemented because the 
DFAS value is lower than the reference 
figure of <40.1%, even so the DOF value 
for the parent region is greater, namely 
6.89% while the expansion area is only 
5.09%, meaning that the degree of fiscal 
autonomy of the parent region is better in 
finding sources of income towards regional 
independence compared to the expansion 
area which is still relatively new and must 
look for other sources of income. This is 
in accordance with research conducted by

Putra dan Hidayah (2020) which states 
that there is a significant impact caused by 
regional expansion on the degree of fiscal 
autonomy. To be able to ensure the suc-
cess of fiscal autonomy, regional readiness 
is needed from all fields, especially human 
resources that are able to answer the vari-
ous challenges of implementing regional 
autonomy itself and financial readiness to 
finance various development activities in 
the region (Syahputra, 2017).
 Meanwhile, the Regional Finan-
cial Dependency Ratio has a KBD Ratio 
Value> 40.1%, which means that regional 
dependence on assistance from the cen-
tral government is very large, this indicates 
that there is no regional independence in 
both the expansion area and the parent 
region, regions that have been divided 
are still very high in financial dependence 
in order to run the wheels of government 
so that the dependence of the expansion 
area is higher than the parent region. This 
is in accordance with research conducted 
by Mengkuningtyas and Adib (2015) which 
states that most regions in Indonesia are 
still very dependent on assistance from 
the central government coupled with re-
gional expansion causing higher financial 
dependence. To be able to overcome this, 
it is necessary to disserve regional income 
by developing the local economic sector, 
tourism and industry in the region, this can 
encourage tax revenue and levies so that 
regional income can be optimized.
 For the performance of regional ex-
penditure, it is still classified as quite good, 
namely> 40.1%, which means that the

Table 6.
Average Pattern of Regency/City Financial Performance of Parent and Expansion 

Regions in Jambi Province 2009-2021

                       Source: Processed Data
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performance of direct expenditure in the 
expansion area and the parent region or 
the performance of regional expenditure 
is quite good, the expansion area distrib-
utes more of its regional expenditure funds 
compared to the parent region, this is be-
cause the expansion area requires a lot 
of infrastructure development costs to run 
the wheels of government, this is in accor-
dance with research conducted by Putra 
dan Hidayah (2020) which states that there 
are significant changes related to regional 
expenditure due to regional expansion, the 
need for public services and facilities and 
infrastructure will be greater.  
 In principle, regional expansion 
is one of the implementations of regional 
autonomy, its function is so that the imple-
mentation of services and regional inde-
pendence can be carried out properly, but 
based on the analysis carried out, there are 
still many expansion areas and parent re-
gions that are very dependent on aid funds 
from the central government, which is not 
in accordance with the objectives of au-
tonomy, This dependence is caused by the 
low receipt of local revenue, and the non-

optimal exploration of the potential of local 
revenue, thus the need for funds for re-
gional spending for regional development 
still cannot be separated from assistance 
or transfers from the central government, 
this is in line with Viara dan Pujiati (2019) 
that regional spending needs are still very 
dependent on the central government. 
 In overcoming the problem of a 
low degree of fiscal autonomy and high 
financial dependence on central govern-
ment assistance, the government can di-
versify regional income by developing the 
local economic sector, by supporting and 
providing initiatives for MSMEs, optimizing 
Village-Owned Enterprises as a milestone 
for village income which will indirectly have 
an impact on increasing regional income, 
developing tourism and industrial areas so 
as to increase local economic growth in the 
region. Transparency and accountability in 
financial management and optimizing the 
use of budgets and improving the qual-
ity of human resources through education 
and training properly and efficiently will be 
able to help regions towards autonomous 
regions.

Table 7.
Tax Effort and Tax Capacity of Regency / City of Main and Expansion Areas in 

Jambi Province for the period 2009-2021

       Source: Processed Data
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Tax Effort Analysis of Parent Region 
and Expansion Region in Regency/City 
in Jambi Province
 To see how the local government’s 
efforts to explore the potentials that exist in 
its area in order to increase Regional Origi-
nal Revenue, it is necessary to calculate
Tax Efforts, this is because taxes are the 
largest contributing sector in Regional 
Original Revenue in the Regency / City in 
Jambi Province.
 The criteria assessment or tax ef-
fort classification is if the Tax Effort value> 
1 means that the region has a high tax ef-
fort value, while the Tax Effort value < 1 in-
dicates a low regional tax effort (Chelliah 
dkk., 1975; Widyaningsih, 2018). As for the 
calculation of tax capacity using panel data 
regression test, after testing the selection 
of the best model using the Chow test with 
a probability> 0.05 the best model is the 
Fix Effect Model. After the model specifi-
cation test is carried out, the value of tax 
effort and tax capacity for the period 2009 - 
2021 is averaged based on the district/ city 
as listed in the table 7.
 From the table above, it can be 
seen that the tax effort of each district/city

in the parent region and the expansion 
area varies. According to Karo et al. (2019) 
A region that has a tax effort index > 1 is 
classified as high and a tax effort < 1 is 
classified as low. Meanwhile, tax capacity 
is measured by measuring the average re-
gional tax capacity. If the average regional 
tax capacity > tax capacity is classified as 
high, but if the average regional tax capac-
ity < tax capacity then it is classified as low.
While tax capacity is measured by compar-
ing the average regional tax capacity, if the 
average regional tax capacity > tax capaci-
ty it is classified as high, however, if the av-
erage regional tax capacity < tax capacity 
it is classified as low (Widyaningsih, 2018). 
Mapping the category of regencies / cities 
of the parent region and the expansion re-
gion based on the Capacity and Efforts of 
Regional Taxes in the Expansion Region in 
Jambi Province. This mapping is done by 
classifying districts / cities based on their 
tax potential and the tax efforts that have 
been made each year so that a combina-
tion of the two parameters will be obtained. 
Mapping in the form of a quadrant which is 
a combination of tax effort and tax capac-
ity.  With the following combination: 
1. High Capacity (HC) and High Effort (HE);

Table 8.
Mapping Criteria for Regency / City of Parent Region and Expansion Region in 
Jambi Province Based on Tax Capacity and Tax Effort for the Period 2009-2021

               Source: Processed Data
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2. Low Capacity (LC) and High Effort (HE); 
3. High Capacity (HC) and Low Effort (LE);
4. Low Capacity (LC) and Low Effort (LE).
 After the assessment is carried 
out, the results can be mapped, thus the 
performance of the local government can 
be measured effectively and efficiently, es-
pecially in the management of local taxes 
whether it is running optimally or not.
 The table above explains that there 
are differences in the level of tax effort and 
the level of regional tax capacity in each 
Regency/City in the parent and expansion 
areas in Jambi Province where, high tax 
effort also illustrates that the region has in-
novated and optimized in terms of tax de-
termination and existing tax objects, while 
high tax capacity illustrates that the tax 
potential available in the area is relatively 
large and can be utilized as a tax source to 
increase revenue. 
 In the dominant districts of the par-
ent region to high capacity and high effort, 
although in some areas it is still classified 
as low tax capacity, but high local tax ef-
forts such as in the areas of West Tanjung 
Jabung and Batang Hari, where local tax 
efforts in these two districts are still rela-
tively high, which means that the govern-
ment has made efforts to find and explore 
the tax potential in the area but indeed 
the available tax potential (tax capacity) is 
still relatively low. Then for Merangin and 
Kerinci regencies, it is classified as low tax 
effort but high tax capacity, meaning that 
these two regions have sufficient tax rev-
enue potential but the efforts made by the 
government to increase tax revenue are 
still relatively low, in contrast to Bungo Re-
gency which has been able to make efforts 
to increase revenue in the tax sector and 
then supported by its capacity or source of 
tax revenue which is also relatively high. 
 In general, the parent region has 
made efforts to increase the revenue of its 
local tax sector with innovation in finding 
new breakthroughs in terms of collecting 
local taxes, this is in accordance with re-

search conducted by Fathurrahman (2022) 
which states that regions that already have 
high local tax sources and potential will try 
to innovate and continue to look for new 
sources of income in order to increase rev-
enue in their area.
 While the dominant expansion ar-
eas are low in tax effort and high in tax ca-
pacity, although in some areas there are 
still classified as low effort and low tax ca-
pacity such as in the East Tanjung Jabung 
area, where this area is an area that has 
a relatively low tax capacity and the gov-
ernment’s efforts in exploring regional rev-
enue sources are also relatively low. In 
contrast to Muaro Jambi Regency, Sungai 
Penuh City, and Tebo, where these three 
regions are classified as low effort and high 
local tax capacity, meaning that more seri-
ous efforts need to be made by the gov-
ernment in managing its local tax revenue 
with the potential / capacity of local taxes 
which is quite large in the three districts/ 
cities. Meanwhile, Sarolangun Regency is 
an area with high tax efforts with low tax 
capacity, meaning that the government 
must be more able to find other sources 
of tax revenue, due to the low tax capac-
ity or tax potential in Sarolangun Regency. 
In general, the districts/cities of the expan-
sion area are still lacking in seeking local 
revenue even though the number of avail-
able tax bases is quite high. 
 Research conducted by Asmawanti 
et al. (2019) in Bengkulu City states that 
the occurrence of fiscal stress due to re-
gions that do not have adequate revenue 
sources is required to continue to explore 
and optimize their regional income, while 
the potential and sources of regional in-
come have decreased due to regional ex-
pansion. In order to increase tax efforts 
and regional tax capacity, it can be done 
by intensifying regional revenue sources
and setting targets and realizing transpar-
ent tax sector revenues (Patra, 2018).
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Analysis of Regional Tax Elasticity of 
Regency / City of Parent Region and Ex-
pansion Region in Jambi Province
 To see how the elasticity of local 
taxes in an effort to measure the productiv-
ity of local tax revenues in districts / cities 
in Jambi Province, the elasticity parameter 
shows the response of local tax revenues 
to changes in GRDP.
 Based on the table 9, it shows that 
the elasticity of tax revenue on GRDP at 
constant prices in 2009-2021 in the parent 
region is smaller than that of the expansion 
area, the elasticity of tax revenue on GRDP 
at constant prices in 2010 shows that the 
parent region has an elasticity of 4.30 per-
cent, meaning that changes in GRDP at 
constant prices in 2010 are accompanied 
by changes in tax sector revenue in the 
Regency / City of Jambi Province or sensi-
tive (elastic), meaning that every 1 percent 
increase in GRDP will increase tax rev-
enue by 4.30 percent. Meanwhile, for the 
expansion areas, the level of elasticity of 
local taxes is 5.27 percent.
 This also shows that GRDP at con-
stant 2010 prices accompanied by chang-
es in the tax sector in the Regency / City of 
Jambi Province is sensitive (elastic), mean-
ing that every 1 percent increase in GRDP 
will increase tax revenue by 5.27 percent. 
However, the comparison of the elasticity 
level of the expansion regions is higher 
than that of the parent regions.  This is in 
accordance with research conducted by 
Nurhayati (2015) conducted in Rokan Ulu 
Regency which states that there is an in-
crease in tax revenue of 2.16 percent if there

is an increase in per capita income by 1 
percent. In addition, research by Yurianto 
and Akhmad (2021) states that an increase 
in tax revenue in DKI Jakarta by 1 percent 
has the potential to increase economic 
growth by 0.34%.

CONCLUSIONS
 Based on the results of research 
conducted on the analysis of the financial 
performance of the parent region and the 
expansion area, it is able to explain the 
regional financial performance in terms of 
the ratio of the Degree of Fiscal Autonomy 
where it is illustrated that both the expan-
sion area and the parent region in the city 
district in Jambi Province are classified as 
non-autonomous, While in the dependency 
ratio, both the expansion area and the par-
ent region in the districts and cities in Jam-
bi Province are also classified as highly 
dependent on assistance or transfer funds 
from the central government, this shows 
that in terms of financial performance, both 
the parent region and the expansion area 
have not been able to implement good au-
tonomy as expected in regional autonomy, 
namely regional independence. In terms of 
regional expenditure, the expansion region 
has a greater expenditure ratio than the 
parent region, this is because the parent 
region requires greater financing in carry-
ing out its government activities and in re-
gional development. 
 In terms of tax effort (tax effort) the 
dominant parent region tax capacity (high 
capacity) and high tax effort means that the 
parent region has made efforts to increase 

Table 9.
Comparison of Average Regency/City Regional Tax Elasticity in Main Regions 

and Expansion Regions in Jambi Province 2009-2021

Source: Processed Data
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tax sector revenue, while the expansion 
area is dominant to low tax effort and high 
tax capacity, meaning that the tax effort of 
the parent region is better than the expan-
sion area, this is because the parent region 
will try to find alternative or new sources of 
revenue, high tax effort also illustrates that 
the region has innovated and optimized in 
terms of tax determination and existing tax 
objects, while high tax capacity illustrates 
the tax potential available in the area is 
relatively large and can be utilized as a tax 
source to increase revenue. For the parent 
region in the district / city in Jambi Prov-
ince on average has achieved high tax ef-
fort and capacity, while the expansion area 
on average is more likely to be low effort 
and high tax capacity. Meanwhile, in terms 
of the elasticity of local tax revenues, both 
the parent region and the expansion area 
show that changes in GRDP are accom-
panied by changes in the local tax sector 
in the district / city in Jambi Province Sen-
sitive (elastic) means that the productivity 
of tax sector revenues in the district / city 
in Jambi province is quite good. However, 
in real terms, the elasticity of the expan-
sion area is higher than that of the parent 
region. 
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