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ABSTRACT

The aim of this paper is to analyze the tax leakage of sand mining in Lumajang Regency-the area which has abundant 

high quality sand. Quantitative descriptive approach is used. The finding of this paper is the amount of sand tax 

leakage in Lumajang regency as much as IDR 48,300,092,850. The system of SKAB becomes a problem source of 

sand tax leak take. Letting the column of the tonnage/volume of sand released blank became a strategy for miners to 

minimize the taxes they must submit to the BPRD, whereas it was the basis for taxation. Duplication of SKAB was 

what the authors believed as the main cause of a substantial sand tax leak where the taxpayers who were authorized 

by the BPRD should be able to be responsible for the SKAB. This research could be basic consideration for 

government to make sand mining public policy correction in order to improve regional original income (PAD). 
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1. BACKGROUND

Indonesia with its geographical conditions has the potential to 

have a variety of natural resources that can be exploited. 

Agriculture, plantations, livestock, fisheries and even mining are 

well-available in Indonesia. Mining is one of the abundant natural 

potentials in Indonesia, including Lumajang Regency, East Java, 

as one of regions that have the largest sand mining potentials in 

Indonesia. Lumajang Regency has around 60,000 hectares of sand 

mining areas spread in various regions. The quality of sand 

produced is also referred to as the number one quality in 

Indonesia. Besides building sand, Lumajang also has iron sand 

containing iron (Fe) ranging from 40% to 60%. The abundance of 

sand comes from volcanology of Mount Semeru (the highest 

mountain in Java) which contains soil or other soil materials 

which is very low, which is only 3%. The volume of sand 

produced by Mount Semeru reaches 1,000,000 cubic hectares 

annually. Suppose that one cubic meter is valued at IDR 150,000, 

the real potential that Lumajang Regency can get is around IDR 

150 billion per year. Lumajang sand can be used for all 

development needs at the national level such as concrete 

manufacturing, toll roads, buildings and so on. This sand must be 

mined since in addition to being economically profitable, it can 

also prevent major floods when the rainy season comes. 

However, behind the abundant natural resources, there are also 

problems that never end and are experienced by all regions that 

have this potential, namely, among others, land acquisition 

conflicts, crimes, illegal businesses, even social and material 

corruptions. Land acquisition conflicts usually occur between 

traditional and modern investors, while crimes mostly occur due 

to land acquisition conflicts which result in murder, social chaos, 

even dangerous underground politics (Boni, Garibay & McCall, 

2015). Illegal businesses also occur due to the high potential of 

the resources but the existing licensing process is considered 

expensive and takes a very long time. So that many investors 

decide to run their businesses without legal permits (Datt, 2016). 

The last problem that never ends is corruption, including social 

and material corruptions. Social corruption is caused by damage 

to the nature and public facilities caused by investors' business 

activities. 

These problems are closely related to the legal system that is 

applied, especially in Lumajang. There are still many illegal 

miners operating in the Lumajang mine area. Around 54 mining 

points are still illegal, while only 21 mining areas are licensed or 

legal. These illegal miners enjoy a lot of results or profits that are 

not gained by legal miners, where they (illegal miners) do not 

have to pay taxes, licensing fees, reclamation fees and retribution. 

In fact, they sell sand per cubic cheaper than the price set by legal 

miners, which is IDR 400,000 per cubic, whereas legal miners 

sell sand for IDR 600,000 per cubic (Aini, 2018). So, indirectly, 

legal miners are competing hard with illegal miners. 

Seeing the potential of the large sand mining in Lumajang, it can 

be seen clearly that the income of Lumajang Regency for the 

exploitation of the sand must be large. However, in reality, the 

Regional Original Income (PAD) from the process of exploiting 

the sand is not as imagined. In 2017, Lumajang Regency only 

received IDR 7 billion, in 2016 was about 6.6 billion, and even in 

2014 it only reached IDR 75 million  (Dyan, 2018). This indicates 

an error in mining management so that the Regency has not been 

able to maximize the results of sand mining exploitation which 

should be used for more productive things. This condition is not 

in balance compared to what is suffered by Lumajang Regency, 

including in terms of the welfare of the Lumajang community. 

Public roads that are damaged due to the large number of trucks 

and heavy transportations that go in and out, floods and 

overflowing rivers, and ecosystem imbalances are the biggest 
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losses resulting in a decline in the welfare of the community 

around the mining areas. 

This phenomenon is a result of the mismanagement of public 

policy made by the Government of Lumajang Regency. The 

authors considered it important to review the public policies that 

have been made by the Government of Lumajang Regency in 

relation to maximizing the PAD from sand mining and improving 

community welfare, to be used as a reference to reorganize the 

public policy arrangements that have been made regarding sand 

mining. 

2. LITERATURE REVIEW

Sand mining is an example of reciprocal externalities that affect 

groundwater extraction (Chandrakanth, 2015). Demand for sand 

has increased in recent years because it is very necessary to use it 

in civil construction, due to the push for urbanization 

(displacement of people from rural areas) and increasing demand 

for housing. To fulfill the demand, sand is mined illegally (Baker 

& Gadgil, 2017). Demand for sand has encouraged truck owners 

and contractors to look for quality sand deposits in various rivers. 

Sand in the river/water flow is allowed to be extracted to a 

maximum depth of 3 feet from the surface to allow the recharge 

of groundwater. If the extraction of sand exceeds the 3 feet depth 

limit, it will affect groundwater recharge. This excessive sand 

cover inhibits the river's ability to hold and transmit groundwater 

to open wells and borewell on both sides of the river 

(Inkenbrandt, et, al, 2014). Demand for sand is a function of the 

price of sand. Throughout riparian areas, sand serves as a medium 

for refilling groundwater. Sand from time to time accumulates in 

layers along river paths along the natural flow of surface water 

(rivers) and serves to maintain riparian areas so that groundwater 

can be replenished from rainwater. Sand also functions as a 

guardian of river ecosystems (Ramkumar, 2015). Externalities 

due to sand mining in groundwater irrigation are expected to 

reduce groundwater debits if carried out excessively. One of the 

externalities of sand mining is the decrease in debit of 

groundwater which has an impact on agricultural irrigation 

(Benoit & Comeau, 2015).  

The controversy in sand mining cannot be separated from the 

motives of interest groups working behind the scenes rooted in 

the booming construction industry today (Nordin, et, al, 2013). 

Rapid economic growth and explosion-driven job creation are 

welcomed, but clearly they have come at a hefty cost of the 

negative externalities imposed on the environment due to careless 

sand mining (Farahani & Bayazidi, 2018). Regardless of the 

problem of illegal sand mining, the reason behind the practice of 

careless sand mining is the allocation of river plots through short-

term leasing. Short-term leasing (land rent), which provides little 

incentive for sustainable management, encourages careless 

mining, give a little time for the trough to be refilled again 

(Knopp, 2012). The government needs to impose quotas and 

other restrictions to overcome this problem, but the regulations 

for the regulation of the sustainability of sand mining need to 

have a real effect on improving the ecology of the river. A more 

practical solution to the problem of sand mining lies in 

empowering local residents, who have a long-term interest in 

preserving the ecology of the riverbed, and thus are more likely to 

be involved in sustainable sand management (Ramachandra, et, 

al, 2018). Since interest groups involved in sand mining and 

counter-productive policy decisions from state institutions such as 

the green court, do not guarantee that the situation will change for 

the foreseeable future. Corruption and abuse of power are the 

trigger factors for counter-productive policies and betrayal of 

people's trust in managing nature (Wood, 2014). The issue of 

lung health due to sand mining is one of the negative issues of 

sand mining activities (Candeias, et al., 2018; Taylor, 2017). 

3. RESEARCH METHOD

Qualitative research was chosen to uncover and understand 

something behind the phenomenon that was still very little 

known, and try to detail completely about research that is difficult 

to reveal by quantitative methods. In addition, qualitative research 

can also be interpreted as a method that seeks to understand more 

deeply a phenomenon about something related to research 

subjects that are reflected in behavior, perception, motivation and 

action (Moleong, 2011: 6). 

4. FINDINGS

4.1.Dynamics of Sand Mine Problems in Lumajang 

Regency 

Mount Semeru is surrounded by four regencies, namely in the 

west by Malang Regency, northwest by Pasuruan Regency, north 

by Probolinggo Regency, and east by Lumajang Regency. The 

region called Lumajang Regency does indeed seem destined to be 

related to the blessings of the largest mountain in Java which 

always experiences varying eruptions with cold lava vomiting 

both in large and small volumes. Its area has the quality of non-

metallic minerals and rocks or abundant rock and non-metallic 

minerals. The abundance of natural resources does not 

immediately make Lumajang Regency enjoy the results well. 

There are even many problems that occur in the field, such as 

illegal mining. 

Illegal mining, according to Hidayat (2018), is a mining activity 

without any permission at all, or with permission but is not valid. 

Illegal mining also means mining with legal permits but not 

according to their coordinates, or miners whose licenses are 

issued in other owners' mining areas without release. Illegal 

mining can also be interpreted as licensed miners who carry out 

mining in the forest area without written recommendations from 

the Minister of Forestry. The years 2012-2013 are the years when 

rampant illegal mining took place which caused trucks to go back 

and forth from Lumajang every day. The large number of trucks 

loaded outside of tonnage then caused a lot of infrastructure to be 

destroyed such as roads along the 20 km Pasirian-Lumajang 

route. Because of the many uncontrolled illegal mining despite 
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the formation of a special committee to handle illegal mining by 

the Regional Representative Council of Lumajang Regency, in 

2014 there was a rejection of sand mining and even the expulsion 

of heavy equipment in the community of Selok Awar-Awar 

mining area. 

In addition to the problem of illegal mining and the lack of strict 

government regulations of Lumajang Regency on mining 

activities, in 2006 there was an initial problem that contributed to 

the fluctuation of the Regional Original Revenue from the tax on 

sand. On October 14, 2004, the Government of Lumajang 

Regency made two Operational Cooperation Agreements (KSOs) 

namely KSO No. 8 of 2004 and KSO No. 10 of 2004 concerning 

tax collection and management of non-metallic minerals and 

rocks in Lumajang Regency with CV Mutiara Halim and the 

exploitation of non-metallic minerals and rocks in the ex-land of 

the Semeru mining regional company of Lumajang Regency, 

respectively. Then in addition to completing the two KSOs, the 

Government of Lumajang Regency with PT Mutiara Halim on 

November 11, 2004 made an addendum on KSO No. 10/2004 

which stated among others that Lumajang Regency Government 

assigned PT Mutiara Halim to collect sales of non-metallic 

minerals and rocks throughout Lumajang Regency. This KSO 

contained the assignment to PT Mutiara Halim to carry out the 

collection of exploitation of non-metallic minerals and rocks in 

Lumajang Regency with a sand weighing system. In this stage, 

many oblique responses were directed towards the KSO. 

Law No. 18 of 1997 concerning regional taxes and retributions 

article 6 stated "tax collection cannot be in bulk payment manner 

(cannot be cooperated with third parties)". Therefore, the Regent 

at that time revised and reviewed the KSO. The result of the 

revision and review, which was later called KSO No. 16 of 2005, 

stated that PT Mutiara Halim must submit the results of the 

collection of exploitation of non-metallic minerals and rocks in 

the amount of IDR 1,150,000,000 in 2006 and changes in 

payments of 5% annually and adjustments to changes in prices 

determined by the Regent's decision. So that, in 2006, the 

Operational Cooperation Agreement (KSO) No. 16 effectively 

took effect between Lumajang Regency Government and PT 

Mutiara Halim until 2024. However, even after reviewed, there 

were still many who saw that the KSO was defective due to the 

"bulk payment” which was stated based on rupiah instead of 

percentage of the results obtained by PT Mutiara Halim. This is 

what was believed to be detrimental to Lumajang Regency. 

On December 19, 2008, the Lumajang Regent sent a Letter of the 

Regent of Lumajang Number 180/1317/427.1/2008 concerning 

the revocation of the KSO No. 16 of 2005. Seeing the unilateral 

cancellation, PT. Halim Halim filed a lawsuit at the Surabaya 

State Administrative Court in which then PT Mutiara Halim was 

declared victorious, so that the sand management with a weighing 

system was continued to be carried out by PT Mutiara Halim as 

KSO number 16 of 2005. The following is a description of the 

dynamics of the realization of tax on non-metallic minerals and 

rocks from 1998-2017. 

Graph 1. Realization of tax on non-metallic minerals and 

rocks from 1998-2017 

Source : Data processed (2018) 

Tax realization from 1998 to 2000 was very minimal, meaning 

there was almost no significant improvement. Tax collection 

these years was carried out by the Semeru mining regional 

company. The absence of tax collection system or model caused 

almost no significant increasing. It could also be interpreted that 

in these years the Government of Lumajang Regency had not 

been able to realize the sand tax properly. But from 2001 to 2008, 

there was very little increase in the realization of tax revenues. 

This was due to the existence of a direct collection system to 

taxpayers, portal systems and the compulsory collection (WAPU) 

system (partners). 

Through the use of these three systems (direct collection system 

to taxpayers, portal systems and the compulsory collection 

(WAPU) system), it turned out that the Government of Lumajang 

Regency still had not been able to raise the realization rate of 

sand tax even though the KSO whose the purpose was to increase 

the sand tax, was carried out. But the fact that happened was that 

the increase in sand tax actually happened significantly in 2009 

where the tax collection using portal system was carried out by 

the Regional Financial Management Service (DPKD) officers and 

the compulsory collection (WAPU) system on the 

implementation of development project activities based on 

Regent Regulations No. 60 of 2008 concerning the operational 

guidelines of Regional Regulation No. 16 of 2006 and the Decree 

of the Regent of Lumajang No. 188.45.344/427.12/2008 

concerning the stipulation of the Selling Value of Retrieval 

Results (NJHP) and market or standard prices of non-metallic 

minerals and rocks. The tax realization continued to increase from 

2009 to 2017. 

In 2011, Regional Regulation no. 4 of 2011 was implemented as 

the basis for collecting non-metallic mineral and rock taxes 

imposed on individuals or entities that can collect non-metallic 

mineral and rock materials using the Self-Assistance collection 

system with the control card as a function of controlling the 

volume or tonnage of extracting mining materials as taxation as 

the basis for imposing taxes to calculate the amount of tax. 

Dropped very significantly in 2014 due to careless illegal sand 

mining accompanied by conflicts over mining land which 

increasingly made the condition of sand mining in Lumajang face 
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a chaotic condition, the sand tax trend in the Regency was able to 

increase again in 2015 to 2017. 

Self-assessment with the control card that functions as a volume 

control had been able to raise the realization of sand tax as much 

as 10 to 12 times higher than it of 1999-2009. However, after a 

field evaluation, it turned out that the last tax realization in 2017 

was far from the potential tax. This potential tax meant that 

actually Lumajang Regency should able to collect sand taxes of 

IDR 31,094,784,999,625 (assuming that the number of working 

days was 250 days). On this basis, Lumajang Regency actually 

experienced a tax leak of IDR 31,091,636,292,475. According to 

the field results, it was estimated that this leak was caused by 

fraud in the use of the Certificate of Origin of Goods (SKAB) 

issued by the Regional Tax and Retribution Agency (BPRD) to 

licensed miners. The SKAB contained information about the 

driver's name, date and time of delivery, destination of shipment, 

name of Mining License (IUP) holder, serial number, commodity 

name, vehicle police number, type of vehicle, and 

volume/tonnage. It was then used as the basis for payment of 

taxes as seen from the volume/tonnage of sand released. It was 

given at portals set by the Government of Lumajang Regency by 

miners and representatives of the BPRD. 

This tax collection model was a model that should be measurable 

and maximize taxes, but what happened in the field was that there 

were still many deviant activities carried out by miners. For 

example, the amount of sand tonnage/volume was not filled and 

the duplication of SKAB was not standardized. This duplication 

of SKAB was often carried out by sand transporters heading to 

the stockpiles. 

Figure 1 

Letting the sand volume data column blank 

Source: Field survey data (2018) 

Based on field observations, letting the column of the 

tonnage/volume of sand released blank became a strategy for 

miners to minimize the taxes they must submit to the BPRD, 

whereas it was the basis for taxation. Likewise with duplicating 

SKAB, where one sand transporting vehicle with a certain 

tonnage should only get one SKAB series when exiting a portal, 

and then get a new serial number when transporting again. With 

this duplication, if the vehicle exits five times the mining area 

with a certain tonnage, the truck driver should have five SKAB 

serial numbers. But what happened on the field was that there 

were a lot of trucks passing more than once tax collection portals 

but each driver only had one SKAB serial number. That showed 

miners did duplication of non-standardized SKAB. 

Figure.2 Non-Standardized SKAB 

Source: Field survey data (2018) 

This duplication of SKAB was what the authors believed as the 

main cause of a substantial sand tax leak where the Taxpayers 

who were authorized by the BPRD should be able to be 

responsible for the SKAB. Based on Subandi.,et al (2018), 

regional taxes have a direct relationship with regional income 

which means that the growth of regional tax revenues is generally 

in line with the growth of the Regional Original Income of 

Lumajang but inversely proportional to the level of awareness of 

taxpayers, especially sand miners, which is contrary to the growth 

of regional income.  

Awareness of payment of taxes in general is also contrary to the 

growth of regional income. This indicates that awareness of 

paying taxes in Lumajang Regency needs to be improved. That is 

because the ability of the Lumajang community to pay taxes is 

quite high. 

5. CONCLUSION

The abundance of sand mining in Lumajang Regency is expected 

to have a positive impact on economic development of Lumajang. 

But there are polemic problems at the Lumajang community level 

due to the leakage of public policies that must be immediately 

corrected by the local government in collaboration with the 

community and miners in Lumajang Regency. 

Advances in Economics, Business and Management Research, volume 144

157

Advances in Economics, Business and Management Research, volume 144



REFERENCES 

[1] Aini, N. (2018, February 27). Mengapa Pasir

Lumajang Jadi Rebutan? News.

[2] Anco S. Blazev.Global Energy Market 

Trends.2016.Lilburn : The Fairmount Press

[3] Anthony Newman Taylor, Paul Cullinan, Paul Blanc,

Anthony Pickering.Parkes' Occupational Lung

Disorders.2017.New York : CRC Press

[4] Bernard W. Pipkin, Dee D. Trent, Richard Hazlett,

Paul Bierman.Geology and the

Environment.2014.Belmont : Cengage Learning

[5] Boni, A., Garibay, C., & McCall, M. K. (2015).

Sustainable mining, indigenous rights and 

conservation: conflict and discourse in 

Wirikuta/Catorce, San Luis Potosi, Mexico. 

GeoJournal, 80(5), 

[6] Carla Candeias,Paula Ávila,Patrícia Coelho,João

P.Teixeira.Mining Activities: Health

Impacts.Reference Module in Earth Systems and

Environmental Sciences.2018

[7] C. A. Poveda, M. G. Lipsett.Surface Mining

Operations in Oil Sands.2014.Boston : WIT Press

[8] Datt, D. (2016). Inter-governmental political relations

in a federation and illegal mining of natural

resources. Environmental Economics and Policy

Studies, 18(4), 557–576.

[9] David Kaminsky.The Netter Collection of Medical

Illustrations.2011.Philadelphia : Elsevier

[10] Dyan, R. (2018, February 8). Target PAD dari pasir

naik jadi Rp.17 Miliyar. Memo Timur.

[11] Guillaume Benoit, Aline Comeau.A Sustainable

Future for the Mediterranean.2015.London :

EarthScan

[12] Hossein Farahani,Shadi Bayazidi.Modeling the

assessment of socio-economical and environmental

impacts of sand mining on local communities: A case

study of Villages Tatao River Bank in North-western

part of Iran.Resources Policy.Volume 55, March

2018

[13] Jairam Ramesh.Green Signals: Ecology, Growth, and

Democracy in India. 2015. Oxford : Oxford

University Press

[14] Joel B. Smith, Saleemul Huq, Stephanie Lenhart,

Luis José Mata, Ivana Nemesová, Sekou

Touré.Vulnerability and Adaptation to Climate

Change.2013.Boston :Kluwer Academic Publisher

[15] John Randolph, Gilbert M. Masters.Energy for

Sustainability.2018.New York : Island Press

[16] Jonathan Lehne,Jacob N.Shapiro,Oliver Vanden

Eynde.Building connections: Political corruption and

road construction in India.Journal of Development

Economics.Volume 131, March 2018

[17] Judy L. Baker, Gauri U. Gadgil.East Asia and Pacific

Cities: Expanding Opportunities for the Urban

Poor.2017.Washington,DC : World Bank

[18] Kapelus, P. (2002). Mining, Corporate Social

Responsibility and the ``Community’’: The Case of

Rio Tinto, Richards Bay Minerals and the

Mbonambi. Journal of Business Ethics, 39(3), 275–

296.

[19] Ken Donaldson, Paul Borm.Particle 

Toxicology.2017.New York : CRC Press

[20] Kyunghwan Oh, Un-Chul Paek.Silica Optical Fiber

Technology for Devices and

Components.2012.Hoboken : Wiley and Sons

[21] Lisa Knopp.What the River Carries: Encounters with

the Mississippi, Missouri, and Platte.2012.Missouri :

University of Missouri Press

[22] Long, K. R. (1995). Economics of mining law.

Nonrenewable Resources, 4(1), 74–83.

[23] Marta Conde.Resistance to Mining. A 

Review.Ecological Economics.Volume 132, 

February 2017 

[24] Mary Christina Wood.Nature's Trust: Environmental

Law for a New Ecological Age.2014.Cambridge :

Cambridge University Press

[25] M.G. Chandrakanth.Water Resource Economics:

Towards a Sustainable Use of Water for Irrigation in

India.2015.New Delhi : Springer

Advances in Economics, Business and Management Research, volume 144

158

Advances in Economics, Business and Management Research, volume 144



[26] Mu. Ramkumar, K Kumaraswamy, R. 

Mohanraj.Environmental Management of River 

Basin Ecosystems.2015.New York : Springer 

[27] Naylor, R. T. (2007). The alchemy of fraud:

Investment scams in the precious-metals mining

business. Crime, Law and Social Change,

[28] Orrin H. Pilkey, J. Andrew G. Cooper.The Last

Beach.2014.Durnham : Duke University Press

[29] Padmalal, D., Maya, K., Sreebha, S., & Sreeja, R.

(2008). Environmental effects of river sand mining: a

case from the river catchments of Vembanad lake,

Southwest coast of India. Environmental Geology

[30] Paul Inkenbrandt, Willian Lund, Mike Lowe, Tyler

Knudsen, Steve Bowman.Investigation of land

subsidence and earth fissures in Cedar Valley, Iron

County,Utah.2014.Utah : Utah Department of

Natural Resources

[31] Roger E. Meiners, Al H. Ringleb, Frances L.

Edwards.The Legal Environment of

Business.2018.Boston : Cengage Learning

[32] Rolf Nieder, Dinesh K. Benbi, Franz X. Reichl.Soil

Components and Human Health.2018.Dordrecht :

Springer

[33] Rumaizah Mohd Nordin,Roshana Takim,Abdul Hadi

Nawawi.Behavioural Factors of Corruption in the

Construction Industry.Procedia - Social and

Behavioral Sciences.olume 105, 3 December 2013

[34] Samuel D. Faust, Osman M. Aly.Chemistry of Water

Treatment.2011.New York : CRC Press

[35] Savita Sharma.Manufacturing Processes.2011.New

Delhi :International Publishing House

[36] Thomas M.Peters,Patrick T.O'Shaughnessy,Ryan

Grant,Ralph Altmaier,Elizabeth Swanton,Jeffrey

Falk,David Osterberg,Edith Parker,Nancy

G.Wyland,Sinan Sousan, Aimee Liz Stark,Peter

S.Thorne.Community airborne particulate matter

from mining for sand used as hydraulic fracturing

proppant.Science of The Total Environment.Volume

609, 31 December 2017

[37] T.V.Ramachandra,S.Vinay,M.D.Subash

Chandran.Quantification of annual sediment deposits

for sustainable sand management in Aghanashini

river estuary.Journal of Environmental

Management.Volume 206, 15 January 2018

[38] Vasant Matsagar.Advances in Structural

Engineering: Materials, Volume Three. 2015. New

Delhi : Springer

Advances in Economics, Business and Management Research, volume 144

159

Advances in Economics, Business and Management Research, volume 144


