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Abstract

This study aims to analyze the effect of land and building taxes and electricity infrastructure on
economic growth in Indonesia. This research uses secondary data from 2010-2020. Data were
analyzed using multiple linear regression (Ordinary Least Squares). Based on the results of the
study, it shows that the variable Land and Building Tax has an effect on Economic Growth, while
the Electricity Infrastructure variable has no effect on Economic Growth. Simultaneously the
variables of Land and Building Tax and Electricity Infrastructure affect Economic Growth. The
coefficient of determination R2 in this study is 0.462970, meaning that the effect of the variable
Land and Building Tax and Electricity Infrastructure on Economic Growth is 0.462970 or 46.29%.
While the remaining 0.53703 (53.703%) is influenced by other variables outside this study.
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1. INTRODUCTION

A country's economic growth can be seen from the country's Gross Domestic Product
(GDP). Gross Domestic Product (GDP) itself is the total final output of goods and services
produced by a country's economy within that country's territory, both by citizens and non-citizens
(Todaro, 2011). The World Bank states that Indonesia's GDP growth performance is one of the best
in the world and has the third highest ranking among countries with large economies in the G-20
group (World Bank, 2020). Indonesia itself has had quite good economic growth in the last 10
years, namely around 5% annually, this level is quite good considering that many government
policies have been implemented in the implementation of its economic activities. Even though so
far economic growth in Indonesia has been quite good, the Indonesian economy is still lagging
behind other neighboring countries.

The country concerned provides various economic goods to its population. Economic growth
is the process of changing the economic conditions of a country continuously towards a better
condition over a certain period. Economic growth can also be interpreted as the process of
increasing the production capacity of an economy which is realized in the form of an increase in
national income. Their economic growth is an indication of the success of economic development.
The increase in capacity itself is determined or made possible by technological, institutional and
ideological progress or adjustments to various existing situational demands (Todaro, 2011). The
following is data on Indonesia's economic growth for the last 11 years:

Table 1. Data on land and building tax and electricity infrastructure and economic growth.

2010 6.22 285,812,000 67.15
2011 6.16 298,930,000 72.95
2012 6.03 289,680,000 76.56
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2013 5.55 253,040,000 80.51
2014 5.00 234,760,000 84.35
2015 4.87 292,500,000 88.3
2016 5.03 194,430,000 91.16
2017 5.06 167,700,000 95.35
2018 5.17 194,440,000 98.3
2019 5.01 211,450,000 98.89
2020 -2.06 209,536,000 98.93
2021 3.02 189,248,000 98.64

Source: Bps Indonesia and World Bank, 2023

Based on the table above, the development of land and building tax fluctuates every year,
where the lowest occurred in 2017 amounting to 167,700,000 billion and the highest occurred in
2011 amounting to 298,930,000, however the increase in land and building tax in Indonesia did not
have an impact on economic growth. in Indonesia because the percentage of economic growth in
Indonesia experiences high fluctuations every year. Where in 2018 the percentage rate of economic
growth in Indonesia was 5.17%, then in 2019 economic growth in Indonesia decreased by 5.01%.
Based on the explanation above, this condition is contrary to economic theory, where land taxes
have an indirect effect on economic growth. If land tax increases, local original income will also
increase. Furthermore, with an increase in local original income, economic growth will
increase(Nicola Putra Margono, Aji Sofyan Effendi, 2019). However, the phenomenon that
occurred in 2019 was that the increase in land tax was not accompanied by an increase in economic
growth.

Furthermore, it can be seen in 2019. In national development, infrastructure development in
the Indonesian region which is an archipelagic region has an important role, must be managed and
developed seriously and continuously to create a national economy that is just, prosperous,
balanced (equitable) and sustainable. In 2019, the percentage of infrastructure increased compared
to the previous year, while in that year the rate of economic growth in Indonesia decreased, as did
2020. This is also inversely proportional to economic theory where the relationship between the
two infrastructureplays a positive role in economic growth, namely creating jobs in the construction
industry in the short term and supporting the productivity of activities in related sectors in the
medium and long term.(Marwan, 2007).However, the problem is that the increase in infrastructure
is not accompanied by economic growth variables. Infrastructure development is very important for
a country because it aims to improve people's welfare and increase the country's economic growth.
Infrastructure will be a long-term investment for a country.

To achieve this economic growth, the Indonesian government has carried out the
establishment and improvement of regulations, fiscal and institutions to support investment in
various sectors related to infrastructure and the achievement of priority project milestones
throughout Indonesia (kppip.go.id, accessed 2021). Apart from that, equitable development is
needed to increase per capita income in every region throughout Indonesia. Based on the
background description above, the author can choose a title“The Influence of Land Tax and
Infrastructure on Economic Growth in Indonesia”.
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2. LITERATURE REVIEW
2.1 Definition of Economic Growth

Economic growth is the process of increasing output per capita in the long term. This
understanding contains three main things, namely process, output per capita and long term. The
process describes economic development from time to time which is dynamic, output per capita
relates aspects of total output and aspects of population, and the long term shows the trend of
changes in the economy over a certain period of time which is driven by internal changes in the
economy. Economic growth is also defined as an increase in total output in the long term regardless
of whether the increase is smaller or larger than population growth or whether it is accompanied by
changes in the structure of the economy or not.

Economic growth is defined as the development of activities in the economy which causes
goods and services produced to increase and prosperity to increase. High and sustainable economic
growth is a prerequisite for ongoing economic development(Sukirno, 2017). Sukirno, (2017),
defines economic growth as the development of activities in the economy which causes the goods
and services produced to increase and the prosperity of society to increase. Meanwhile, according
to Professor Simon Kuznetz, the definition of economic growth is an increase in the long-term
capacity of the country concerned to provide various economic goods to its population which is
determined by technological, institutional and ideological progress or adjustments to various
demands of existing conditions.

2.2 Definition of Land and Building Tax

There are several kinds of meanings or definitions regarding property tax expressed by
several experts, but in essence these various definitions have the same core and purpose. Among
experts, land and building tax is defined as follows: The legal basis for Land and Building Tax
(PBB) is Law no. 12 of 1985 as amended by Law no. 12 of 1994. General Provisions for Land and
Building Tax Article 1 (Law No. 12 of 1985) is: Earth is the surface of the earth and the body of
the earth beneath it. The earth's surface includes land and inland waters (including swamps, ponds
and waters) as well as seas in the territory of the Republic of Indonesia. Buildings are technical
constructions that are planted or permanently attached to land and/or waters. Sales Value of Tax
Objects (NJOP) is the average price obtained from sale and purchase transactions that occur
naturally and if there is no sale and purchase transaction, the Sales Value of Tax Objects is
determined by comparing prices with other similar tax objects or the value of new acquisitions, or
Sales Value of Replacement Tax Objects.

2.3 Definition of Infrastructure

The definition of infrastructure has many meanings. According to the Big Indonesian
Dictionary, infrastructure means public facilities and infrastructure. According to the American
Public Works Association (Stone 1974 in Kodoatie, RJ, 2005) infrastructure is the physical
facilities developed or required by public agencies for government functions in the provision of
water, electricity, waste disposal, transportation and services. others of a similar nature to facilitate
social and economic objectives. The existence of good infrastructure will support national
economic growth by acting as a catalyst in the process (Ma'ruf and Daud, 2013), so it can be said
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that infrastructure has an important role in serving community activities which are the physical
assets of a country or region.

In the discussion, infrastructure can be said to have the characteristics of a public good.
Public goods have two main characteristics in terms of their use (consumption of public goods),
namely non-rivalry and non-excludable. Rivalry is the nature of rivalry or competition in
consuming or using an item. The meaning is that if an item is used by someone (user), the item
cannot be used by another person (user). If someone consumes or uses an item and there is no
competition with other people in consuming the item so that it does not affect a person's
satisfaction in consuming the item, then it can be called a public good.

3. RESEARCH METHODS
3.1 Research Objects and Locations

The object of this research is land tax, infrastructure and economic growth in Indonesia. The
author sets land and infrastructure taxes as the independent variable, while the dependent variable
in this research is economic growth. The location of this research is in Indonesia.

3.2 Data Types and Sources

This research uses secondary data which is data from 2010 to 2021 sourced from the Central
Statistics Agency (BPS) and the World Bank. The data used is land tax, infrastructure and
economic growth in Indonesia for 2010-2021 which comes from the Indonesian Central Statistics
Agency (BPS).

3.3 Data Collection Techniques

The data collection technique in this research is through library research, documentation and
the internet. Literature study means the author collects data by studying literature that contains
information related to the problem being researched and books related to the research theme.
Documentation techniques are carried out by researchers by tracing and documenting data and
information through journal quotations, the internet and other reference materials related to the
object of study.

3.5 Data Analysis Methods

After the data is collected from the results of data collection, the author then determines the
data analysis technique which is a method that will be used to process research data with the aim of
obtaining a conclusion in this research. This research usestwo research models, namely Linear
Ordinary Least Square (OLS).

The basic formula for multiple linear regression is:

Y =p0 + BILNX1 + X2 + ¢
So the model in this research is

Where:

Y : VariableEconomic growth

B0 : Constant

LNX1 :Landand Building Tax Variable
X2 : Electrical Infrastructure Variables
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e : error terms

Next, the data was analyzed using regression analysis with the help of the E-views version 9
program. To fulfill the regression analysis, it is necessary to test classical assumptions and
hypothesis testing, so that the estimation results avoid the problem of erroneous regression.

4. RESEARCH RESULTS
4.1 Variable Description

Economic Growth (%)
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Source: BPS Indonesia (2022)
Figure 1 Development of Indonesia's Economic Growth in 2010 -2021

Based on Figure 4.1 above, it explains the development of the level of economic growth in
Indonesia which tends to experience a decline compared to the previous year, then a significant
decline occurred from 2019 to 2020, which was caused by the presence of the Covid-19 virus
which caused many impacts on activities. economic sector, starting from increasing prices of
goods, layoffs and decreasing people's purchasing power during the Covid-19 pandemic.
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Figure 2 Development of Indonesian Land and Building Tax 2010 - 2021

Based on figure 4.2 above, it explains that the development of land and building taxes in
Indonesia has fluctuated, but tends to decrease, where the highest level of PBB revenue occurred in
2015 at 29.2 trillion, while the lowest level of revenue occurred in 2020 at 13.4 trillion. trillion, the
decline in PBB revenue levels was caused by weakening the Indonesian economy which was the
impact of the influx of Covid-19 which caused a weakening of economic activity.
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Electricity Infrastructure (%)
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Source: BPS Indonesia (2022)
Figure 3 Development of Indonesia's Electricity Infrastructure 2010 -2021

4.2 Normality Test Results

Series: Residuals
Sample 2010 2020
Observations 11

Mean -1.92e-14
Median 0.149244
Maximum 2343009
- Minimum -3.163080
b Std. Dev. 1.513168
Skewness  -0.686914
Kurtosis 3.155388

Jarque-Bera 0.876125
a Probability 0.645285
2 1 0 1 z

Source : Eviews-10 (2023)
Figure 4 Normality Test Results
From the normality histogram display above, it can be concluded that the residual data in this
study is normally distributed. Because the probability value is 0.6452 > 0.05. Or the probability
value obtained from the research above has exceeded the requirements for normally distributed
research data.

4.3 Multicollinearity Test Results

Table 2. Multicollinearity Test Results
Variance Inflation Factors
Date: 04/08/23 Time: 18:00
Sample: 2010 2021
Included observations: 12

Coefficient Uncentered Centered
Variables Variance VIF VIF
C 1623.368 6239.148 NA
LNX1 11.82270 4568.941 2.827242
X2 0.006485 189.6867 2.827242

Source : Eviews-10 (2023)
Based on table 2 above, it can be seen that the VIF value of each dependent variable does not
exceed 10.00, which means that there is no multicollinearity in this study.
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4.4 Autocorrelation Test Results

Table 3. Autocorrelation Test Results
Breusch-Godfrey Serial Correlation LM Test:

F-statistic 0.850377 Prob. F (2.6) 0.4730
Obs*R-squared 2.429410 Prob. Chi-Square (2) 0.2968

Source : Eviews-10 (2023)

Based on the LM Test in table 4.2 above, it can be seen that the Chi-Squared Probability is

0.2968 > 0.05. Which means that this research is free from indications of autocorrelation.

4.5 Heteroscedasticity Results
Table 4. Heteroscedasticity Results
Heteroskedasticity Test: White

F-statistic 24.42963 Prob. F(5.5) 0.0016
Obs*R-squared 10.56743 Prob. Chi-Square(5) 0.0607

Scaled explained SS 6.023647 Prob. Chi-Square(5) 0.3039

Source : Eviews-10 (2023)

Based on the white-Test results, it can be seen that the probability of Obs*Chi- Squared is

0.0607 > 0.05. So in this study there was no indication of heterosdasticity.

4.6 Multiple Linear Regression Results

Table 5. Multiple Linear Regression Results

Dependent Variable: Y
Method: Least Squares
Date: 04/08/23 Time: 17:59
Sample: 2010 2021
Included observations: 12

Variables Coefficient Std. Error t-Statistics Prob.

o 48.00355 40.29104 -1.936002 0.0089
LNX1 7.919193 3.438416 2.303151 0.0502
X2 0.038677 0.080529 0.480280 0.0439
R-squared 0.570376 Mean dependent var 4.730909
Adjusted R-squared 0.462970 SD dependent var 2.308569
SE of regression 1.691774 Akaike info criterion 4.116433
Sum squared resid 22.89678 Schwarz criterion 4.224950
Log likelihood -19.64038 Hannan-Quinn Criter. 4.048028
F-statistic 5.310460 Durbin-Watson stat 1.345396
Prob(F-statistic) 0.034069

Source : Eviews-10 (2023)

Based on the results of data processing in table 5 above, the equation is as follows:
Y =48.00355 +7.919193 LNX1 + 0.038677 X2

1. The constant is 48.00355 meaning if the PBB value andElectrical Infrastructureis zero

then Economic Growth will decrease by 48.00355%.

2. CoefficientUN regressionas big as7.919193meaning if the amountUNincreases by 1%,

then Economic Growth will increase by7.919193%.
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3. CoefficientElectrical Infrastructure regressionas big as0.038677meaning if the
amountElectrical Infrastructureincreases by 1%, then Economic Growth will increase
by0.038677%.

4.7 Partial Test Results (t Test)

1.  Based on the test as shown in table 5, it can be seen that the PBB variable (LNX1) has
a tcount value of 2.3031 which is greater than ttable which is 1.83311 with a
significance value of 0.0502 <0.10 (at alpha 10%) meaning that it is partially
PBBpositive influencef and significant for economic growth.

2. Next is the Electrical Infrastructure variable (X2) has a tcount value of 0.4802 which is
smaller than ttable which is 1.83311 with a significance value of 0.0439 <0.10
meaning that it is partially the Electrical Infrastructure variable(X2) has no effect on
Economic Growth.

4.8 Simultaneous Test Results (f Test)

From the test results as shown in table 5, the value of Fcount > Ftable, or 5.3104 > 4.26
means that simultaneously the independent variable has a significant effect on the dependent
variable.

4.9 Coefficient of Determination (R2) and Correlation (R)

From the results of data processing, the Adjusted R.Square from table 4.1 is 0.462970, which
means that the magnitude of the influence of PBB and Electrical Infrastructure on Economic
Growth is 0.462970 (46.2970%), while it is influenced by other variables outside the research
model. this is 0.53703 (53.703%).

From the results of data processing in table 4.1, the correlation value (R) = VR2 = 0.462970
= 0.68041 is obtained. So the relationship between the independent variable and the dependent
variable is 68% strongly positively related.

5. DISCUSSION
5.1 The Effect of Land and Building Tax on Economic Growth.

The estimation results using the OLS method using E-Views 10 show that Land and
Building Tax has a positive and significant effect on Economic Growth during 2010 - 2020. The
results of this research are in line with research conducted by Arfah Habib Saragih (2018) with the
research title " the influence of tax revenues on economic growth in Indonesia”, which states that
tax revenues have a positive and significant effect on economic growth in Indonesia during the
2013-2016 period. The implication of these findings is that in order to increase the economic
growth of a region, continued support for tax revenues is needed. Tax revenues should also be used
to fund productive projects so that they can accelerate economic growth (Arfah, 2018). The results
of this research are also in line with research conducted by Estro Dariatno Sihaloho with the
research title "Analysis of the influence of tax revenues on Indonesia's economic growth™ which
states that taxes have a positive and significant influence on government revenues and Indonesia's
economic growth. This research also found that the level of government revenue has a positive
impact on increasing Indonesia's total tax revenue and Indonesia's economic growth, this is because
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tax revenue obtained by the government will be channeled back to finance economic sectors to
make them more productive in order to increase economic growth.

5.2 The Influence of Electricity Infrastructure on Economic Growth.

The estimation results using the OLS method using E-Views 10 show that Electricity
Infrastructure has no effect on Economic Growth during 2010 - 2020. The results of this research
are in line with research conducted by Harry Kurniadi Atmaja (2015) with the research title "The
Effect of Infrastructure Improvement on Economic Growth in Sibolga City (2015)”, which states
that electricity infrastructure has no effect on economic growth, this is because the need for
electricity is increasing which results in the supply of electricity decreasing and has an impact on
the distribution of electricity in turns, so that PLN often carries out blackouts take turns so that
electricity distribution to consumers can be carried out comprehensively. However, this has a
negative impact on the continuity of economic activities, because when there are rolling power
outages, at that time many economic activities stop, which has an impact on decreasing economic
growth. The results of this research are also in line with research conducted by Pihri Buhaerah with
the research title "The Influence of Electricity Consumption and Industrialization on Economic
Growth" which states that electricity infrastructure has no effect on economic growth, who believes
that electricity consumption plays a quite important role in driving economic growth. The role in
question is the use of electricity in the industrial production sector, this means that electricity is
used for the production process to produce goods and services, but the reality on the ground is the
opposite, where the use of this infrastructure is mostly used by households that do not carry out
productive activities using electricity. the.

6. CONCLUSION
Based on the results of research that has been carried out, it can be concluded that:
1. Secara partial Land and Building Tax has a positive and significant effect on economic
growth in Indonesia.
2. Partially, Electricity Infrastructure has no effect on Economic Growth in Indonesia.
3. Based on the results of tests carried out simultaneously, land, building and electricity
infrastructure taxes have a significant effect on economic growth in Indonesia.
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