Uni versitas Indonesia Library >> U - Tesis Menbership

Reformas pe_rloeu' akan 1984: dampaknya terhadap efisiens sistem
perpajakan di Indonesia

Soemarno SR, author

Deskripsi Lengkap: https:/lib.ui.ac.id/detail 71d=80639& |okasi=|okal

<b>ABSTRAK</b><br>

A tax reform was made by the Government of Indonesiain 1984. However, inefficiency seem to be still
prevalent in the Indonesian tax system. Comparison with other countries during the period 1991 to 1994, for
example, indicates that the Indonesiatax ratio isin alower position. Thisthesisisintended to study the
effect of the 1984 tax reform on the efficiency of the Indonesian tax system.

<br><br>

The level of taxation model calculates the tax ratio needed when the rate of economic growth has been
determined. This model basically uses the Harrod models on economic growth as a starting point and
modifiesit by including tax variables. Tax capacity model correlates selected macro economic variables to
the tax variables to obtain the optimum capacity of collecting tax. The tax elasticity model correlates tax
elasticity with other selected economic variables. The important thing in this model is the effort to separate
the growth of the tax into automatic and discretionary one. Optimization model has basically the same
features with the tax capacity model, i.e., to find out the optimum tax function using certain selected
variables. In the optimization model, however, objectives and constraints which are not considered in the tax
capacity model are included.

<br><br>

The general equilibrium model includes the tax variables into the economic general equilibrium model. The
econometric model developed in thisthesisis basically atax capacity type of model.

<br><br>

The efficiency of tax system in this study is developed using the concept of optimum "input-process-output”
relationship. Output is the optimum tax collection. Input will be represented by selected economic variables.
Taxes are assessed on economic activities. These activities will be reported in the macroeconomic
information system where those sel ected economic variables are part of them. In addition to input-output
relationship, the growth of taxes may also be affected by a discretionary variables (process factor). The
discretionary variables, include, among others, tax policy, tax administration, tax personnel and
environment. In this econometric tax modeling, the discretionary variables will be represented by a dummy
variables representing tax reform.

<br><br>

The approach used in this study will be, first, to develop a simultaneous econometric model. The
improvement on the Indonesia tax system will be tested using the model above through its dummy variable.
The selected economic variables will be classified into group of activities which consist of: (1) aggregate
demand; (2) balance of payment; (3) monetary; (4) government budget and; (5) aggregate supply. Variables
Y (Gross domestic product), C (Consumption), | (Investment), X (Export), M (Import) and GR
(Government Revenue) are selected from the aggregate demand. The balance of the payment group will be
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represented by X (Export) and M (Import). The monetary and government budget are represented by M2
(supply of money which indicates the economy's liquidity) and the government revenue. The aggregate
supply will be represented by Y (Gross Domestic Product), number of employment (N) and Investment (1).
<br><br>

Description of symbolsin the equations could be found in the main chapters of this thesis.

<br><br>

In addition to the econometric model, a non statistical analysis will also be made to support the statistical
evauation. The analysis comprises of qualitative, quantitative and correlative analysis. The qualitative
analysis compares the substance of the new law against the old one. It is concluded, based on this analysis,
that tax paid by the taxpayers may not decrease, although less tariff was introduced under the new law. This
statement applies both for income as well as value added taxes. This conclusion has the implication that the
increase in the government tax revenues will be dependent upon tax administration and law enforcement.
Besides, the taxpayers awareness and compliance will also play arole in the growth of tax revenue.
<br><br>

The quantitative analysis focuses on the growth and structural changes of tax revenue. There are two
variables evaluated i.e., the tax revenue itself and the number of taxpayers. The average annual growth rate
of tax revenue per taxpayer is 5.7% for income tax and 57.5% for value added tax. 61% of the growth rate of
income tax is primarily due to the increase in the member of taxpayers while the remaining 39% is due to
increase in the volume of activities. The value added tax has the reverse situation. The growth rate of value
added tax is primarily due to increase in volume of activities (91 %) and the remainder is caused by the
increase of taxpayers. Based on this analysis certain preliminary findings could be drawn: (1) value added
tax collection is more efficient than the income tax or; (2) the effective tax rate of value added tax is higher
than the income tax.

<br><br>

The growth analysis indicates that the value added tax grew faster than income tax. The annual growth rate
of income tax were 30% and 23.5% respectively for 10 years before and after tax reform. On the other hand,
the percentages for value added tax were 24% ten years before tax reform and 37.5% ten years after that.
The consequences of the different growth rate above were the changes in the structure of tax revenue.
<br><br>

Direct taxes as a proportion to total tax revenue decreased from 41% during the period of 10 years before tax
reform to 40% ten years after that. The proportion of income tax also decreased from 37.5% to 36.5% during
the same period. Value added tax, on the other hand, has a different situation. The proportion of value added
tax to total tax revenue has been increasing from 19% during 10 years before tax reform to 35.5% ten years
after that. Meanwhile, the proportion of indirect taxesto total revenue increased from 59% to 60% during
the same period.

<br><br>

The correlative analysis was done by relating tax revenue with selected economic variablesi.e., Gross
Domestic Product (Y), Export (X), Import (M), and supply of money (MD). Three types of taxes were
evaluated i.e., income tax, value added tax and total tax revenue. Two method of analysiswere used i.e.,
ratio analysis and point of elasticity. The conclusions reached based on the above analysis are:

a. The increment of value added tax revenue due to tax reform was higher than the increment of income tax.
<br><br>



b. Tax reform causes tax structure more regressive.

<br><br>

c. Tax reform seems to increase the efficiency of the Indonesia tax system.

<br><br>

The above conclusion is supported by data such as the fact that ratio of income tax to gross domestic product
has increased from 2.54% ten years before tax reform into 3.31% ten years later. The percentages for value
added tax were 1.32% before tax reform and 3.23% ten years later. The point elasticity of income tax tO
gross domestic product has increased from 1.12 to 1.42 during the same period. The related numbers for
value added tax are 0.08 and 2.35, respectively.

<br><br>

The statistical test performed, using time series data of 1973174 to 1993194, concluded that the model is not
fit to be used for estimation. Revision to the model, using logarithmic form, come up with the new one as
follows:

<br><br>

(1) InTypph=5,75-1,25InY-0,11In1.2+ 0,54 In X + 0,40 In MD

(0,00) (0,00) (0,01) (0,00) (0,00) Calculated F: 0,00 Adj. R-Squared: 0,79

<br><br>

(2 InTYPPN=0,36In1.2+0,38InX -0,82InM +0,14InMD - 0,25 TR

(0,00) (0,00) (0,00) (0,01) (0,07) Cdculated F: 0,00 Adj. R-Squared: 0,87

<br><br>

3 InTYOT =4,56-0,80InY + 0,55 In X (0.00) (0,00) (0,00) Calculated F: 0,00 Adj. R-Squared: 0,76
<br><br>

(4)InC0,90InY (0,00) Caculated F: NIA Adj. R-Squared: 0,96

<br><br>

5)In1=-3,33+1,18InY (0,00) (0,00) Calculated F: 0,00 Adj. R-Squared: 0,99

<br><br>

(6) InX =0,80 In MIGAS (0,00) Calculated F: N/A Adj. R-Squared: 0,87

<br><br>

(7)InM =0,881InY (0,00) Calculated F: NIA Adj. R-Squared: 0,96

<br><br>

(8 InMD =-921-045Inr+2,07InY (0,00) (0,01) (0,00) Calculated F: 0,00

Adj. R. Squared: 0,95

<br><br>

(9 InGR =2,42 + 0,93 In FA (0,00) (0,00) Calculated F: 0,00 Adj. R-Squared: 0,99

<br><br>

(10)InY =0,27InN + 0,82 In | (0,00) (0,00) Calculated F: 0,00 Adj. R-Squared: 0,99

<br><br>

It should be noted that with such revision, the type of the model has been changed from tax capacity to tax
elasticity model. Significant results were obtained for all equation in the model during the statistical test
using Seemingly Unrelated Regression (SUR). Interpretation of the coefficients of the tax equationsin the
revised model concludes that:

<br><br>



a. Income tax has a negative elasticity relationship with gross domestic product (Y) and Investment two
years lag (L2). Elasticities between income tax and export (X) and supply of money (MD) are positiive.
<br><br>

b. Vaue added tax has a negative relationship with import (I) and tax reform (TR). Positive elasticity was
obtained between value added tax and two years lag investment (L2), export (X) and supply of money
(MD).

c. Other taxes has a negative elasticity relationship with gross domestic product (Y) and a positive
relationship with export (X).

The implication of the above results can be summarized bel ow:

<br><br>

a. Tax reform has an effect on the collection of income tax. The growth of this tax was basically due to
automatic growth instead of discretionary one. Meanwhile, although tax reform has an effect on the
collection of value added tax, the effect was negative, meaning that tax reform did not improve the
efficiency of the tax system.

b. The growth of income tax did not have a relationship with the growth of gross domestic product and two
years lag of investment. Thisis an abnormal situation which could be interpreted that the efficiency of the
income tax collection can still be improved. The positive relationship between the growth of income tax and
export and supply of money is deemed to be appropriate.

c. Vaue added tax grew negatively if it isrelated to the growth of import. Additionally, this model indicates
that the growth of value added tax does not have any relationship with the growth of gross domestic product.
These two phenomena seem to be abnormal. It could be an indication that the efficiency of the value added
tax collection can still be improved. The positive relation between values added tax and export, two years
lag investment and supply of money is deemed to be appropriate.

d. Other tax has a negative relation with the growth of gross domestic product. Efficiency improvement is
still probable with this kind of tax. Positive relationship with export is deemed to be appropriate.

<br><br>

This study comes up with certain recommendations as follows:

1. The efficiency of income and value added tax collection can still be improved. Improvement should be
made on tax administration, law enforcement and certainty and clarity on rules and regulation.

2. The policy on final withholding on income tax should be implemented prudently. This policy may cause
the tax system more regressive. The tax object selected should be focused on those related to individual
taxpayers rather than corporate taxpayers. Additionally, the final tax withholding should be assessed on the
lower income group representing the mass taxpayers.

3. Tax model should be used in the projection of tax revenue. By doing this, more justification could be
provided when determining. the target for tax revenue. Additionally, this model could be used as atool for
analyzing the effects of any policiesissued by the Government relating to the variables (sectors) included in
the model. Preferably the tax model should be combined with the general equilibrium model of the
Indonesian macro economy.

4. Tax reform has been proven as being able to increase tax revenue. It is recommended that similar reforms
could be made on other taxes and non tax revenue. Attention should be made on non tax revenue, because
thereisagreat potential to develop revenue from this sector. Pricing of the Government services should be
reconsidered. At present the pricing of such services does not consider the cost of providing it mainly



because it is assumed that the cost would be recovered through taxes. In the context of globalization,
however, reconsideration of government services pricing isamust. By doing this, the efficiency of the
whole economy may be increased. It should be noted, however, that a cross subsidy concept should also be
considered in the pricing process.

5. This study also indicates that the structure of tax revenue is becoming more and more regressive. Attention
should be made on income tax. Tax collection efficiency should be improved. The tax payers awareness and
compliance program should be focused on this tax. The extensification program should always be continued.
Meanwhile, tax rules and regulation should always be kept updated. Law enforcement should be focused on
middle classindividual (corporate) tax payers.

6. This study also conclude that the tax reform does not have a significant impact to the efficiency of income
tax collection system. The learning period needed to reach optimum condition need to be extended. It is
therefore recommended that fundamental changes should be avoided. Efforts should continually be made on
the improvement of the present system, both internally and externally. The internal improvement includes
updating of rules and regulations, computerization of data system and procedures and staff development.
Externa improvement includes, extensification program, law enforcement and integration with other
supporting systems such as legal and accounting.

<br><br>

We hope that this study will benefit the readers and stimulate other more comprehensive studies to be made.



