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CHAPTER I

INTRODUCTION

1.1 Background of study

Indonesia is categorized as a country which has low tax ratio level. In

2014, Indonesia tax ratio compared to its gross domestic product approximately

12.8 % and then, 2015 decrease to 12.32 %. Comparing with the other countries,

Indonesia tax ratio remains below such as Philippines is 14%, Malaysia is 16 %

and Singapore is 22%. Having low tax ratio level, it means low tax revenue

collected by Indonesia government (www.kemenkeu.go.id, 2016).

Tax revenue is the main revenue for covering the government

expenditures. So the government always do the great efforts to increase tax

revenue by increasing the tax compliance. Various programs were implemented

by the government to raise the awareness in paying taxes. The Directorate General

of Taxation had issued Sunset Policy program in 2008, the year of Tax Amnesty in

2014, and the recently program is Tax Amnesty policy.

Sunset Policy is regulated by Act 28 year 2007, conformity with article

37 of statutes which stand for the existence of Sunset Policy. Actually, Sunset

Policy is not a new program as Sunset Policy considered to be the lowest Tax

Amnesty which was implemented in 1984. Sunset Policy is a program of sanction

amnesty for the taxpayers who report their income honestly and pay the rest of the

tax before 21st March 2009. If taxpayers used this program, they would get two

benefits. Firstly, they got reduction or removal of administrative sanction such as
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interest of annual tax return before the end of 2007. Secondly, reduction or

removal of administrative sanction for unpaid tax and lower tax payment either

organizational or individual. This is also open for the individual taxpayers who

register themselves voluntarily to have taxpayer’s identity.

It is undeniable that after expiration of Sunset Policy, the level of tax

compliance decreased. The lower tax revenue collection is from Individual

taxpayers. Actually, corporation has a better compliance than Individual taxpayers

(http://ekonomi.metrotvnews.com). It is proved by revenue from tax sector which

never reached the target which set by the government since 2009 until 2015. In

conclusion, the potential long-run revenue gains from Sunset Policy are relatively

small. The comparison between target and realisation of tax revenue is illustrated

by chart below (billion).

Source: tax council website, processed

Figure 1.1
Difference of Target and Realisation of Tax Revenue since 2009 until 2015
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