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ABSTRACT 

Tax is the main source of Indonesian budget. Each year, its contribution constitutes more 

than 70% of government revenue. Unfortunately, Indonesia's tax revenues is still underperformed. 

In the last ten years, Directorate General of Tax (DGT) has always failed to achieve the target 

(except in 2008). Indonesia's tax ratio is still around 11%, below other developing countries 

(13.7%) or OECD (15%). If we look from the compliance ratio, in 2015, only 60.27% of Indonesia 

taxpayers who submit their tax return. Those indicators emphasized big challenge faced by 

Indonesia taxation, especially under the self-assessment system. 

To resolve above problems, Indonesia needs a comprehensive reform that covers 

organization, law, and administrative reform. Nowadays, under the Ministry of Finance, DGT still 

faces many limitations, including the restriction to hire new staff and to coordinate with other 

related bodies both inside and outside the government. In addition, DGT is also still hampered by 

the law that grants banking secrecy. To begin the reform, in 2016, the government took a 

breakthrough by applying the tax amnesty and successfully collected more than IDR 100 trillion 

of revenue and disclosed more than IDR 4,000 trillion of assets, the highest in the world. The 

taxpayer database from tax amnesty could be the weapon to implement tax reform, and finally 

builds both enforced and voluntary compliance. 

In other side, Indonesia is still categorized as corrupt state based on Corruption Perception 

Index launched by Transparency International. As mentioned in many researches, corruption 

perception influences the level of tax compliance because the taxpayer concern with the allocation 

of government expenditure to their needs. Since 1998, Indonesia still in struggling to eradicate 

corruption in the public sector, including state revenue sector, especially bribery involving tax 

auditors. Corruption and taxation in Indonesia still two distinct areas that separated by two laws 

and authorities, that are rarely integrated to bring together corruption eradication project and tax 

optimization agenda.  

 Based on the importance and urgency to formulate a new way to resolve the two big 

agendas, Indonesia should 1) amend Anti-Corruption Law and Taxation Law, especially to 

broaden the space for coordination and cooperation, i.e. broadening the definition of corruption 

including some scheme of tax frauds, 2) improve the function of KPK (Corruption Eradication 

Commission) to supervise the tax collection and taxpayers compliance, 3) arrange a new structure 

of coordination between government institutions, including KPK, Directorate General of Tax 

(DGT), Financial Service Authority (OJK), and Financial Transaction Reports and Analysis Center 

(PPATK), 4) redesign the architecture of budget policy by implementing earmarking model into 

specific public sector. The cooperation involves the financial data exchange, financial transaction 
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analysis, and law enforcement assistance. By bringing this comprehensive reform agenda, it will be 

an effective strategy to increase the level of tax compliance because at  the same time, the 

corruption eradication agenda, the strengthening of tax administration capacity, the quality of 

government expenditure, and better coordination of government institution will increase the level 

of taxpayers’ trust. 

 

BACKGROUND 

 Although tax plays a key role as the largest income of the state budget, its performance has 

not been satisfying. Overall, tax contributes around 70% of the state budget each year. 

Unfortunately, Indonesia is still haunted by low compliance of both individual and corporate 

taxpayers. The population of Indonesia in 2010 reached 237,6 million (Indonesia Statistics, 2012) 

and keeps growing, yet individual taxpayers registered in 2015 were only 27,5 million. In 2014, 

there were 3,5 million enterprises, but only 2,47 million registered as corporate taxpayers. The 

most concerning thing is from all the registered taxpayers, only 794,418 individual and 375,569 

corporate taxpayers who paid taxes (Directorate General of Tax, 2016).  

The poor performance of tax revenue is very common. In the last ten years, the DGT 

failed to meet the target of tax revenue (except in 2008). The following Figure 1 shows that in 

2006-2015, the average of tax realization was only 95%. Even in 2015, the performance of tax 

realization decreased to 82%. Then, it got worse in 2016 with 81,4% of realization percentage.  

 

Figure 1. Indonesia Tax Revenue Performances 2006-2016 

 
Source: State Budget Report 2006-2016 

 

Figure 2 below shows that Indonesia tax ratio is still far behind OECD countries and other 

developing countries. In detail, by comparing the average of tax ratio from 2006 to 2015, tax ratio 

of Indonesia is still lower than neighboring countries such as Singapore and Malaysia and also 

lower than other developing countries such as Brazil, Russia, and South Africa. Indonesia tax ratio 

even lags behind the group of lower-middle income countries. Comparing to the standard of 

developing countries, Indonesian government needs at least  24% of tax ratio to achieve the 

millennium development goals. Such comparative tax ratio can be a directive  to measure the ratio 

of tax gap as well, namely the difference of potential tax to collected tax. 
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Figure 2. Comparison of Average Tax Ratio 2006-2015 (%) 

 
Source: data.worlbank.org (processed) 

 

 As an effort to objectify  the long-term of tax compliance, the government created a 

breakthrough by implementing the tax amnesty program from September 1, 2016 to March 31, 

2017. This program ended by collecting IDR 4,866 trillion of disclosed assets and IDR 135 trillion 

of revenue. This high achievement caused the Indonesia tax amnesty program become the most 

successful tax amnesty in the world, even before the second period ended. However, it is necessary 

to underline that the result of repatriation commitment is still below its true potential. Based on a 

research by Tax Justice Network (2010), the amount of Indonesia financial assets in tax haven 

approximately US$ 331 billion or equal to more than IDR 4,400 trillion, while the foreign asset 

declared only at IDR 1,032 trillion. Tax amnesty only attracted 965,893 participants, very few than 

Sunset Policy in 2008 which encompassed 5,6 million new taxpayers (DGT, 2009). Another thing 

to be concerned is low amount of repatriated asset which was only Rp147 trillion, so out of target 

of IDR 1,000 trillion. 

The result above shows that the poor capacity of DGT in exploring the potential of tax 

revenue. In 2005, the number of tax officials was only at 37,987 people. From that number, the 

number of tax auditors were only 4,552 (DGT, 2015). A limited access against DGT for banking 

data because of the confidentiality as stipulated in the Law No. 10 of 1998 has caused a constraint 

in exploring the potential of tax revenue.  

In addition to weak enforcement as mentioned above, lack of public trust in government 

is also believed to be one factor that causes low tax compliance. Therefore, this factor is also 

believed to impede taxpayers from taking advantage of tax amnesty. The results of observation by 

Andreoni et al. (1998) found that social factors have an important role in decisions about tax 

compliance. As found in Hosmer (1995), theories from various disciplines found that trust is an 

important social factor because of its significant influence on individual behavior, relationships, 

and economic (e.g., Hosmer 1995; Uslaner 1999, 2002). Lewis and Weigert (1985, p. 968) defines 

trust as a collective attribute that is influenced by human relationships in a social system and based 

on cognitive processes that allow to select people or institutions based on a figure that can be 

trusted. Additionally, Zucker (1986, p. 56) states that trust is vital to be able to sustain cooperation 

in the community and is required as a basis daily interactions. 

Corruption in the public sector, which often occurs from the first, believed to be one of 

the reasons for the lack of public trust through the government performances. By seeing the 

corruption perceptions index, Indonesia kept improving its score and ranking at the same time 
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Indonesia kept increasing from rank 118 in 2012 to rank 88 in 2015. Although the score increased 

to 37 in 2016, Indonesia slipped to rank 90. Unfortunately, the ranking is still far below neighboring 

countries such as Singapore (7), Brunei (41), Malaysia (55) and other developing countries such as 

South Africa (64), India (79), and China (79).  

 

Indonesia Corruption Perception Index 

Year 2012 2013 2014 2015 2016 

Score 32 32 34 36 37 

Rank 118 114 107 88 90 

Source: Transparency International 

 

The degree of taxpayers’ trust through government has a great influence on tax revenue. 

The adversity to reach tax revenue target may be caused by tax official corruption cases. Research 

conducted by Rosid (2016); Masood et al. (2014); Imam and Jacobs (2014) strengthen the 

presumption. They both stated that there is a strong correlation between corruption and tax 

compliance. Interestingly, Alon in his paper titled “The Impact of Corruption on Firm tax 

Compliance on Transition Economies: Whom Do You Trust?”(2012) states that a negative 

correlation between corruption and tax compliance can be mitigated in situations of high general 

trust (trust in stranger). 

Recently, there have been many cases of corruption in Indonesia. Various mega-corruption 

scandals involve government officials from executives, legislatives, and judiciaries, have caused the 

tax fund wasteful. Those cases surely erodes public trust in the government. For example, recently 

the e-KTP corruption cases erode government fund about IDR 2 trillion. This case ensnares 2 

suspects with 280 witnesses, along with the files attached to the court as thick as 24 thousand 

pages. Especially in taxation, we have seen repeated cases of bribery involving DGT officials; from 

the case of Gayus Tambunan, a middle level of DGT official that pulled so much attention; Dhana 

Widyatmika case; Bahasyim Assifie case; Mohammad Dian Nuqisra and Eko Darmayanto case; 

and Tommy Hendratno case. In addition to the bribery, there were also cases of extortion done 

by civil servants and a high-ranked official of DGT to taxpayers. Among them were the case of 

Pargono Riyadi; and Herry Setiadji, Indarto Catur Nugroho and Slamet Riyana case. Recently, we 

also noted a corruption scandal involving the DGT Head of Subdirectorate of Preliminary Audit, 

Handang Sukarno. Not only in the epicentrum of power and different corruption typologies, the 

Handang Sukarno cases also showed a wide-networked corruption model since it involved many 

officials beyond their authorities. 

Based on the Corruption Perception Index from 2013 to 2015, score of taxation sector 

related to the impact of corruption increased from 51, 57 to 64 respectively. According to the same 

survey in 2015, The Regional Office of DGT was one of vertical service institutions with the 

highest risk of bribery including 83 interions. After that, there was a local polices with 81 

interactions and 32 interactions at National Land Agency. On the other hand, the lowest risk of 

bribery at the vertical service institutions were Regional Office of Directorate General 

Management of State Assets with 9 interactions and 10 interactions at the high court. Although 

the risk of bribery at the Regional Office of DJP was the highest, the probability of bribery 

interaction at this institution was only about 17%. This percentage ranked 6th of 7 vertical service 



institutions, i.e. High Court, Regional Police, National Land Agency, Regional Offices of 

Directorate General of Treasury, And Regional Offices of Directorate General State Assets 

Management and university was assigned as the institution with the lowest probability of bribery. 

There have been various ways made by the government of Indonesia to restore public trust 

in government. Besides enactment of the Law No. 31 of 1999 concerning Corruption Eradication 

as amended by the Law No. 20 of 2001 (Anti-Corruption Law), the government also established 

a special agency dealing with corruption cases, Corruption Eradication Commission (KPK) 

through the Law No. 30 of 2002 concerning Corruption Eradication Commission (KPK Law). 

KPK is an independent state institution that is free from any interferences of any authorities in 

carrying out its duties and authorities. So far, KPK is one and the only government institution that 

is most trusted since it is considered as having high integrity, neutral from conflict of interests, and 

consistent in performance in terms of eradicating corruption. 

According to the annual report of KPK, in 2016, this institution had created many 

breakthrough such as integration at the Coordination and Supervision of Prevention by providing 

prosecution field. As a result, the institution was able to collect more data and facts about the 

target area program. In fact, to increase deterrent effect, it added the prosecution intensity, 

including the caught red-handed (Operasi Tangkap Tangan/OTT). Therefore, in 2016, OTT by 

KPK is the most OTT of KPK’s history. In addition, KPK also launched an electronic asset 

disclosure (e-LHKPN) application. This application provides facility to state officials in remote 

areas to report his/her assets without having to come to the capital city. Furthermore, there are 

more achievements of KPK that can be seen in the annual report of KPK related to their mission 

of eradicating corruption in Indonesia. 

 Based on the above conditions, it appears that the low level of tax compliance in Indonesia 

is not only caused by a weakness of DGT enforcement capabilities, but also the lack of trust in the 

government which one of its indicator is corruption cases that affect negatively to the level of tax 

compliance. Therefore, this paper will examine whether the corruption, especially corruption in 

the sector of tax affects the level of tax compliance in Indonesia. In addition, this paper will also 

describes on how the synergy between KPK and DGT should be established to increase the level 

of tax compliance. The theory regarding tax compliance and corruption and the reconciliation 

which could be established between the DGT and KPK will be described below. 

 

TAX COMPLIANCE THEORY 

In general, the economics of crime theory (Becker, 1974) describes why one abides the 

rules. In this theory, it is explained that the compliance of each individual is essentially influenced 

by two things: (i) the amount of fine/penalty to be covered if violated, and (ii) the noncompliance 

opportunities detected by the government. This theory is widely referenced as a starting point that 

explains why someone is adherent (compliance)/violates provisions. Based on the Becker's theory, 

if the government wants to increase compliance, the government should increase the amount of 

penalties and increase the capacity of tax authorities so that they can more easily detect tax 

noncompliance. Unfortunately, this theory still cannot explain the behavior of tax compliance 

entirety.  

Kirchler (2008) introduced a Slippery Slope Framework to further describe compliance. 

This framework purpose is to fix outlook compliance issues which have been only seen from the 

effectiveness of tax authorities to enforce the law (enforced tax compliance). Kirchler reminds us 

of the other important aspects of the compliance system, which is a voluntary tax compliance. Tax 



compliance system will be effective and sturdy if it is supported by the two pillars. In other words, 

building a reliable taxation system is a dialectical process between citizens with the relationships 

of equal rights and obligations. 

 The so-called voluntary compliance in fact is always quasi-voluntary. Participation of 

citizens in paying taxes is very influenced by their perceptions of the government, whether free of 

corruption (Belkaoui 2008), participative in the preparation of tax legislation (Torgler 2005), or the 

strength of the overall construction with the tax system (Brautigam, Fjeldstad, & Moore, 2008). 

Belkaoui (2008: 3-10) empirically demonstrated a link between tax compliance, corruption, 

and bureaucracy. He wanted to answer why people refuse to comply. Belkaoui showed us that 

when the government de-bureaucratized and increased control of corruption, tax compliance shall 

achieve the highest level. This means that tax compliance is positively correlated to the control of 

corruption and otherwise negatively correlated to the degree of bureaucratization. From 30 

developed and developing countries surveyed, Indonesia is recorded to be in the lowest level of 

control of corruption (score -0.799), 3rd place of the most bureaucratic country (score 17.6), and 

the level of tax compliance (score 2:53) in the 19th place. It can be concluded that essential tax 

reform agenda to improve tax compliance are tax morale and tax climate that protect taxpayers 

from corruption and ineffective bureaucracy. 

Related to tax morale and its relation to tax compliance, Benno Torgler research shows 

that taxpayers become more motivated to comply with the law if there’s an exchange between tax 

paid and impartial performance of government services (Torgler, 2007: 19-20). Torgler also found 

a positive correlation between religiosity and the level of tax compliance. Associated with an 

institution, it found a correlation between direct democracy, level of trust with the government, 

and the legal and judicial systems. One measure of the low tax morality is the high level of the 

informal economy (shadow economy) (Torgler, 2007: 24). 

Relationally, tax compliance levels are also influenced by the behavior of fellow taxpayers. 

If tax avoidance is tolerated, it is likely to encourage noncompliance of taxpayers. On the other 

hand, if the tax administrators want to try to be honest, informative and responsive in serving, act 

as servant institutions, and treat the taxpayer as a partner - taxpayers tend to cooperate with the 

authorities (Torgler, 2007: 50). Valerie Braithwaite also elaborated a new approach to tax 

compliance models. Based on the experiences of Australia and New Zealand which have good 

compliance systems, Braithwaite proposed a behavior approach that was used by the Australian 

tax authorities to be re-examined. 

To conclude, why people pay taxes should be seen from a comparative and multidisciplinary 

perspectives, considering the complexity of aspect and dimension. There is a tension between 

hegemony and domination, voluntarism and coercion, illusions and expectations - and the answer 

to that question is found in the historical-contextual research. The tax which forces and resides in 

the state-citizen relationship pattern that is top-down is always balanced with the demands of the 

formulation of the principles of a fair tax levy. The father of tax justice, in Aristides language, 

stated that “good tax collecting is not only performed with integrity and righteous way, but also 

with pleasure for all parties” (Plutarch, 1914). 

 

  



INTEGRATION OF COMBATING CORRUPTION AND IMPROVING TAX 

COMPLIANCE 

Harmonization of Anti-Corruption Law with Taxation Law 

Based on the above explanation, the perception of corruption is not the only factor 

affecting tax compliance, but this factor remains important. In addition the enforcement factor, 

tax compliance is also based on tax payer’s trust through DGT. Trust is directly proportional to 

tax compliance. The higher level of taxpayer’s trust through DGT, the higher level of taxpayers 

enthusiasm to pay taxes voluntarily. With high levels of corruption cases, both in taxation or 

corruption in the use of tax funds in the State Budget sector, taxpayers will be increasingly reluctant 

to pay taxes and lead to weakening tax compliance. 

That's where the crucial relationship between KPK and DGT braided. In one side, KPK 

is an independent agency which implements the task of eradication of corruption, while DGT is a 

tax collector institution. During this time, the role and authority of both institutions are totally 

separate. It is caused by legislation that underpins the existence and execution of their duties are 

stand alone. In fact, tax as the biggest instrument of the state income is the most prone to be 

abused by the concerned parties; state officials, politicians, tax officers, or taxpayers who commit 

tax evasion. It is necessary to strengthen the KPK’s role in carrying out the eradication of 

corruption in taxation sector. 

According to Article 1 paragraph 3 of KPK Law, the eradication of corruption is "a series 

of actions to prevent and combat corruption through the efforts of coordination, supervision, monitoring, investigation, 

prosecution and examination in court, with the participation of community based regulation applicable". In this 

definition, the meaning of "eradication" is not only interpreted as investigation until the court, but 

also preventing activities. In the context of taxation, the KPK's role in preventing corruption is 

done through oversight of the voting process and the utilization of tax funds committed by the 

DGT. KPK has also determined state revenue sector as a priority sector. 

Corruption in Article 2 paragraph 1 of Anti-Corruption Law is defined as "Any person who 

acts unlawfully to enrich themselves or another person or a corporation that is detrimental to the state finance and 

economy ..." Furthermore, Article 3 in Anti-Corruption Law states that "Any person with the intention 

of enriching himself or another person or corporation, abuse of authority, opportunity or means available to him 

because of the position or positions that could harm the state finance or the economy of the country ..." the definition 

has not been able to snare the tax crime in all areas, because it does not include some fraudulent 

schemes and tax fraud, especially for the specific action that causes state financial loss, for example 

publishing of fictitious tax invoice. The clause “State Economic” should be cleared so that it could 

be space to accommodate the corruption in taxation areas that causes state financial loss. Supreme 

Court of Indonesia through the Supreme Court Law No. 13 of 2016 concerning Procedure of 

Handling Corruption for Corporation (PERMA 13/2016) has been regulated about the criminal 

action by the corporation as the subject of law, in this case if corporation achieved profit or benefit 

by criminal action or criminal action for corporation importance; The corporation lets criminal 

action happen; or The corporation does not do any prevention. This determination opens an 

opportunity to control, not only for people as the subject of law (natuurlijke person), but also for the 

corporation as the subject of law. 

Moreover, Article 14 Anti-Corruption Law states that "Any person who violates the provisions 

of the Act which expressly states that the violation of the provisions of the Act such as corruption applicable provisions 

laid down in this Act" means that a particular act contained in regulation, can only be categorized as 

corruption when the act say that it is corruption. By doing so, the law enforcement of perpetrators 



of corruption highly relies on other laws that underpins the related actions, such as Consolidation 

of Law of The Republic of Indonesia No. 6 of 1983 concerning General Provisions And Tax 

Procedures (KUP Law). Therefore, the government needs to amend and harmonize Anti-

Corruption Law, KPK Law, KUP Law, and other taxation law in order to strengthening the KPK’s 

role as a supervisory institution of taxes collection and allocation to minimize the corruption, and 

also the meaning expansion of "corruption", including fraud and tax evasion scheme in the Anti-

Corruption Law and other taxation law. 

Corruption may occur in any sectors. Consequently, it takes an effort for moral hazard 

avoidance within good supervision function framework. Supervision, both internal and external 

should be made by various stakeholders such as the inspectorate, Indonesian Supreme Audit 

Institution (BPK), upholders (police, prosecutor, court and KPK), the Financial Services Authority 

(OJK), and the House of Representatives (DPR), and also public, especially for mass media. 

According to lex specialis derogat legi generali principles, Anti-Corruption Law is applied to  

corruption through such actions included in a criminal offense under the Criminal Code (such as 

special positions that cause the state financial loss). However, the application of the lex specialis 

principle is not necessarily applicable in other laws. As affirmed in Article 14 Anti-Corruption Law 

that "any person who violates the provisions of other laws that explicitly state the act is corruption, then it can be 

applied to the Anti-Corruption Law" Based on a contrary  interpretation the provisions of Article 14 

of the Act, the Act is not necessarily applied to any allegations of corruption for an act that is 

protected by any other regulations such as Banking Law, Taxation Law or Capital Market Law. It 

often hampers the eradication of corruption in these sectors. 

This point confirms that the government should consider that all meanings of corruption 

regulated under several laws to be integrated within the Anti-Corruption Law immediately and 

consistently. Disharmony of corruption sanctions and penalties between Anti-Corruption Law and 

other regulations will lead to discrimination and the tendency of corruption in sectors that have a 

lower risk of sanctions and penalties than the Anti-Corruption Law. Moreover, Article 2 sub-article 

(2) letter V of Law Number 8 of 2010 concerning Countermeasure and Eradication of the Criminal 

Action of Money Laundering (Money Laundering Law) has been entered into “Criminal Action of 

Taxation Sector” as the origin of criminal action (predicate crime) that could be covered by Money 

Laundering Law, so it would be more effective to round up and eliminate the corruption. 

One of its weaknesses that should be noted is, Anti-Corruption Law, merely for state 

officials, so that Anti-Corruption Law is not able to reach private sector – individual or corporation 

– who causes state revenue or state financial loss and stands by itself. Corruption in the Article 

36A sub-article 4 is only applicable for corruption when taxing authorities (fescues) abuses their 

authorities to force someone to give something to pay or receive payment, or to do something for 

themselves. Therefore, either in KUP Law or Anti-Corruption Law needs to be harmonized. 

 

Coordination of KPK-DGT 

In the institutional structure, DGT is still echelon I unit under the Ministry of Finance. It 

makes DGT inflexible in cooperating with other institutions such as the Bank Indonesia, OJK, 

Indonesian Financial Transaction Reports and Analysis Center (PPATK), and KPK which are 

equal to the ministry level. As the main role of state revenue collector, DGT should have sufficient 

authority and flexibility to optimize the exploring of potential tax revenue. 



Corporation between DGT and other institutions may create a good supervision and 

monitoring system as an effort to strengthen law enforcement for corruption. Furthermore, 

cooperation between those institutions are expected to have exchange of data and information as 

an effort to build a comprehensive database in extracting the tax potential process. Data from the 

third party has a very important role to prevent and anticipate the aggressive tax avoidance, tax 

evasion and/or tax crime. Therefore, tax administration expected to take a role, both in internal 

controls and a strong anti-corruption unit. 

The cooperation scheme is a crucial thing to be applied by government, it is related with 

banking data and financial access for taxation purposes, since this scheme is able to provide data 

and information which is more accurate to estimate the revenue and wealth. Cooperation built 

between DGT-PPATK-OJK under KPK’s supervision. This cooperation scheme illustrated in the 

figure below. In this case, KPK has an important role to coordinate-supervise and monitoring of 

a moral hazard potential on corruption, collusion, and nepotism, both in terms taxpayers and the 

competent authorities. OJK is an authorized institution to open the customer data.2 Under the 

KUP Act, OJK can provide the data via the Ministry of Finance for tax audit, investigation, and 

tax collection. PPATK, as an agency that supervise the financial transactions, can provide 

suspicious data transactions. In addition, DGT could check the activity of taxpayers based on 

financial or goods transactions. Moreover, now DGT and OJK have synergy on financial service 

sector (showed by signing a Memorandum of Understanding (MoU) between DGT and OJK) 

through “open secret application”, called as “Akasia” for internal of Ministry of Finance and “open 

secret of bank application”, called as “Akrab” for internal of OJK. With this synergy, hopefully it 

makes easier to access the suspicious financial transaction for examination, investigation, and 

billing. However, as described previously, with the structure of DGT as the first echelon unit in 

the Ministry of Finance and with the application of the banking secrecy law, this coordination 

scheme will not run optimally. 

 

Cooperation Scheme of DGT, KPK, PPATK, and OJK 
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(January, 14th 2016) 



 

Beside that, coordination between KPK and DGT also includes two addition things. First, 

establishment of special purpose of Tax Office for taxpayers who are required to submit asset 

disclosure form (called as LHKPN). It is a report in printed and/or other forms about description 

and detail of wealth, individual data, include income, outcome, and other data on tax officer wealth 

(Article 1 point 4 of Regulation of KPK No. 7 of 2016 on Procedure of State Officer Wealth 

Registration, Publication, and Examination). Hence, the supervision can be done effectively, either 

as taxation responsibility or criminal action prevention. Second, examination and/or investigation 

of taxpayers involved in corruption and already convicted by permanent legal force. Article 13 sub-

article (1) and sub-article (5) of KUP Law enable to be more effective for deterrence and increasing 

state revenue because of serious sanction. 

On the other hand, DGT in performing their duties to collect state revenue from rogue 

taxpayers, has not received the support from law enforcement officials in the protection and 

safeguarding against current tax officers that have work field. Field cooperation could be done 

through a joint audit to make the inspection more efficient and effective, for example, with 

Directorate General of Customs and Excise, Police, Ministry of Maritime and Fisheries Affairs, 

State Minister for The Environment and Forestry and institution that have investigators. There is 

a high risk of criminalization of tax authorities, so they need presidential regulation concerning 

legal protection and coordination among upholders to ensure good cooperation. 

So far, the efforts made by DGT still completed by themselves. With their limitation of 

authority, every coordination is still difficult to do. Therefore, tax reform is very important to 

redesign the DGT’s institution immediately, to transform into semi-autonomous institution to 

collect the state revenue and responsible to the President directly, and also keep the coordinating 

with the Ministry of Finance as tax policy makers and state budget constituent. As a semi-

autonomous institution, DGT could be more flexible to coordinate with other institutions without 

hampering variety of organizational structures and bureaucracy.  

The institutional transformation will put DGT and Directorate General of Customs as 

semi-autonomous institutions under the President that also keep coordinating with the Ministry 

of Finance. The coordination is required from the Ministry of Finance as a fiscal authority 

governing revenue and expenditure side of the state. This transformation is a momentum in order 

to build a credible taxation institutions, professionals, and integrity that fosters high public 

confidence and supports fiscal sustainability in the longer term. 

 

TAX AMNESTY AS BEGINNING MOMENTUM OF COMPREHENSIVE REFORM 

AGENDA 

With a great potential of Indonesian people’s assets abroad as well as some examples of 

successful tax amnesty programs in other countries, attracting the intention of the Government to 

implement tax amnesty in 2016 as an alternative strategy to collect receipts, improve compliance, 

and broadening the base of taxation in order to optimize the reception. To start the tax reform, 

tax amnesty is also considered as a good starting point for the Government to implement the 

reconciliation between the taxpayer and the Tax Authority. Data and information collected from 

the amnesty program are expected to be a foundation for building an integrated IT-based database. 

Furthermore, after a reconciliation between the taxpayer and the Tax Authorities, it is expected to 

clear the entire history of the dark record and to open a new chapter of payers to fulfill their tax 

obligations properly and comply so that tax compliance will go up. 



Based on this argument, tax amnesty is believed to be a bridge toward a comprehensive 

tax reform. Tax amnesty will bring benefit when placed as a bridge that allows the transformation 

from the current state to the ideal conditions. Obviously, the tax reform should be implemented 

with due regard to tax policy with clear vision and consistent implementation. A comprehensive 

reform of the tax system (include Tax Policy, Tax Law, and Tax Administration) should be carried 

out in accordance with the vision. This momentum is certainly not only related to the tax law, but 

also with the integration of the tax aspects of Anti-Corruption Law as described above. 

In carrying out these reforms, the preconditions for a strong tax system need to be met 

immediately after the tax amnesty program, some are: 1) the amendment of the Taxation Law, 

Banking Law, and the Anti-Corruption Law; 2) the expansion of the tax authorities access to 

financial data and banking; 3) the transformation of institution by building a tax collection agency 

that is credible, competent, and accountable; 4) strengthening inter-agency coordination of law 

enforcement institutions, including KPK as an institution to eradicate of corruption; and 5) 

improve the tax administration, through automation, digitization, and the implementation of the 

single identification number (SIN). Additionally, bear in mind that the tax money management is 

not only talking about the collection, but also about on how the tax money is allocated. The 

government needs to ensure that the funds collected from the taxpayers are allocated and realized 

into the items which are really necessary and productive. 

Now we look forward to the commitment from the Government and Parliament to utilize 

the momentum of tax amnesty as a starting point for reform. Without a clear commitment and a 

definite road map, tax amnesty could potentially lead to new problems for the entire potential of 

the tax in the past that has been forgiven. Our collective duty is to claim the promise and support, 

to ensure that our tax system is getting stronger in order to ensure sustainable development for 

the greatest prosperity of the people. 

 

CONCLUSIONS AND POLICY RECOMMENDATIONS 

1. Performance of tax revenue is still low, it is related to the low capacity of DGT to carry out 

the enforcement and lack of trust from taxpayers through the government. 

2. Corruption is one of the factors that affects taxpayer trust through the government. In this 

context, the Anti-Corruption Law and KPK Law become important to be paid attention to 

improve tax compliance. 

3. To integrate anti-corruption agenda and enhancing tax compliance, the government needs to 

amend the Anti-Corruption Law and Tax Law, especially to make a broader space to a 

coordination and cooperation, i.e. broadening the definition of corruption, including some 

schemes of tax frauds; and improving the function of KPK (Corruption Eradication 

Commission) to supervise the tax collection and taxpayer compliance. 

4. Coordination between DGT and KPK is not the only step needed. The Government still needs 

to design a new structure of coordination between government institutions, including KPK, 

DGT, Indonesia Financial Service Authority (OJK), and Indonesian Financial Transaction 

Reports and Analysis Center (PPATK), and redesign the architecture of budget policy by 

implementing an earmarking model into the specific public sector.   

5. By bringing this comprehensive reform agenda, it will be an effective strategy to increase 

the level of tax compliance because at the same time, the corruption eradication agenda, 

strengthening of tax administration capacity, the quality of government expenditure, and be 

better coordination of government institution will increase the level of taxpayers trust. 
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