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CHAPTER I 

INTRODUCTION 

 

1.1 Background of the Study 

Tax is one of the sources of state revenue which is very important for the 

implementation and improvement of national development that aims to increase 

the prosperity and welfare of the people. Therefore, the community is expected to 

play an active role in contributing to increasing state revenues, in accordance with 

their abilities (Pohan, 2017). 

Tax is an important component to support a country’s economy growth. 

Sri Mulyani portrayed a country as a human body while tax acts as the spine, 

which played an important role by not only sustaining the body to stand straight, 

but also as a place to attach the vital nerves that enabled human to function 

normally (Fauzia, 2018). 

As a continuation from the statement above, Mulyani said that the failure 

in optimizing tax income will drive away the goals of making an equal and 

prosperous environment for the citizens of Indonesia, because the function of tax 

is an important means to ensure the well being of a country. She followed with a 

statement about tax income’s contribution of around 83 percent to Indonesia’s 

total income (Fauzia, 2018). 
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Indonesia's revenues from taxes, customs and other non-tax state revenues 

are still below the average line. In 2016, Indonesia collected only 14.1% tax 

revenue which covered only 16.6% of Indonesia's GDP (Kemenkeu, 2018). 

In comparison with other countries, Indonesia’s tax revenue was 

categorized into the low-level income group. For example, China was able to 

collect its state tax revenue of 27 percent from its GDP and Germany could collect 

its tax revenue of 44 percent (Kemenkeu, 2018). 

Furthermore, the Finance Minister regretted that there are still many 

parties who complain about the tax imposed by the Government. Whereas with 

fewer people paying taxes, more people will become free-riders who enjoyed state 

facilities without any contribution. Citizens always demand the government to 

provide better facilities and lifestyle in comparison to other developed countries, 

but they complain about the taxes. If the country does not have the funds to tackle 

the infrastructure, the citizens will not be able to enjoy the benefits from the tax 

they pay (Kemenkeu, 2018). 

To sum up the article, the Ministry of Finance continues to carry out tax 

reforms in improving taxpayer compliance and enlarge the database of taxpayers 

in Indonesia. Some policies that had been carried out lately included tax amnesty 

in 2016 and cooperation between countries through the Automatic Exchange of 

Information System (AEoI) in order to track tax evaders abroad (Kemenkeu, 

2018). 
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The tax compliance of Indonesian taxpayers can still be improved. As in 

2018, the amount of individual taxpayer that had submitted tax return were 10,6 

million taxpayers. However, from the number of taxpayers listed who are obliged 

to submit their tax return were 10.6 million individuals, which was equivalent to 

only 59,7 percent of those who submitted their tax return. In addition, the total 

taxpayers that were listed in the Directorate General of Taxes were 18.3 million 

(Kontan, 2019). 

Low tax revenue ratio in Indonesia is caused by low submission in tax 

returns by taxpayers. As Sri Mulyani stated, low participation reflects low tax 

compliance of the taxpayers,  and in order to increase the tax revenue for building 

an independent and sovereign state, all Indonesian citizens must fulfill their 

obligation as taxpayers (Kemenkeu, 2016). 

According to the data obtained from KPP Pratama Medan Polonia, total 

individual taxpayers listed in the KPP from the year 2014 to 2018 are as followed: 

Table 1.1. Total of Individual Taxpayer listed in KPP Pratama Medan Polonia 

Year 2014 2015 2016 2017 2018 

Medan Polonia 132.387 139.750 148.216 155.879 165.135 

Source: KPP Pratama Medan Polonia (2020) 

The following is the data of total individual taxpayers who have reported 

their tax returns from year 2014 to 2018: 
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Table 1.2. Total of Individual Taxpayers who have Reported Tax Return from 2014-

2018 

Year 
Individual Taxpayers that reported 

Tax Return 

2014 31.767 

2015 40.177 

2016 40.840 

2017 41.787 

2018 43.489 

Source: KPP Pratama Medan Polonia (2020) 

Tax revenue collected and the targets from year 2014 to 2018 are as 

followed: 

 

 

 

 

 

 

Figure 1.1 The comparison between Tax Revenue gained with the Target from year 

2014-2018 

Source: KPP Pratama Medan Polonia (2020) 

 

From the data of KPP Pratama, it can be seen that the realization of tax 

target from year 2014 was 63,55 percent. It increased significantly in the 

following year and became 119,65 percent. In the year 2016, the percentage 
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increased to 136,17 percent. However, in 2017, the percentage showed a decrease 

to 101,76 percent and ended with the year 2018, which dropped to 78,90 percent. 

From the data above, the number of individual taxpayers who are listed in 

KPP Pratama Medan Polonia increased from year 2014 to 2018, accompanied by 

the increase of individual taxpayers whom reported their tax returns. Despite the 

positive growth shown in tables 1.1 and 1.2, there were problems when compared 

between the targets of tax revenue and tax revenue gained. In the first 3 years, the 

tax revenue had surpassed the government’s target. Although in the year 2017, 

target had once again been surpassed, but the revenue earned had dropped 

drastically by Rp. 635,102,077,614 from the previous year. Furthermore, at the 

end of 2018, tax income collected had decreased to Rp. 1,589,555,517,187 and 

did not exceed the target that was set by the government. This can be concluded 

that taxpayers’ compliance in KPP Pratama Medan Polonia showed a decline at 

the end of 2018. 

From previous research conducted by Mahdi and Ardiati (2017), tax 

awareness and tax sanction simultaneously had a positive effect on individual 

taxpayer compliance. As the research was conducted in Banda Aceh, which was a 

province in Sumatra island, the writer chooses this previous research to act as 

comparison base for the same factors which are tax awareness and tax sanction. It 

is hoped that the results obtain shall have the same outcome since it is to be 

conducted in the province of North Sumatra which is part of the Sumatra island. 
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Based on the previous research, the writer chooses the title “The 

Influence of Tax Awareness and Tax Sanction towards Individual Taxpayers 

Compliance at KPP Pratama Medan Polonia” 

 

1.2 Problem Limitation 

The problem limitation according to the writer are as follows: 

1. The research object is individual taxpayers that are registered in KPP 

Pratama Medan Polonia. 

2. The independent variable are Tax Awareness and Tax Sanction while the 

dependent variable is Tax Compliance. 

3. The research data period is from 2014 to 2018. 

1.3 Problem Formulation 

Based on the background research, the problem formulation of this 

research is as follows: 

1. Does tax awareness partially have significant influence on Individual 

Taxpayers’ compliance at KPP Pratama Medan Polonia? 

2. Does tax sanction partially have significant influence on Individual 

Taxpayers’ compliance at KPP Pratama Medan Polonia? 

3. Do tax awareness and tax sanction simultaneously have significant 

influence on Individual Taxpayers’ compliance at KPP Pratama Medan 

Polonia? 
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1.4 Objective of the Research 

Based on the problem formulation, the objectives of this research are: 

1. To analyze the significance of influence of tax awareness on Individual 

Taxpayers’ compliance at KPP Pratama Medan Polonia 

2. To analyze the significance of influence of tax sanction on Individual 

Taxpayers’ compliance at KPP Pratama Medan Polonia 

3. To analyze the significance of influence of tax awareness and tax sanction 

simultaneously on Individual Taxpayers’ compliance at KPP Pratama 

Medan Polonia. 

 

1.5 Benefit of the Research 

1.5.1 Theoretical Benefit 

Theoretically, this research is expected to be able to broaden the scientific 

knowledge of taxation especially regarding the issues of taxpayer awareness and 

tax sanctions and individual taxpayer compliance at the KPP Pratama Medan 

Polonia. 

1.5.2 Practical Benefit 

1. For Tax Office 

The results of this study can be used as a source of information and input 

for KPP Pratama Medan Polonia to increase taxpayer compliance in SPT 

reporting and tax payments to the state treasury. 
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2. For Writer 

As a means to increase knowledge in the world of taxation and apply the 

theory of taxation obtained from learning and studying in the university in the 

process of fulfilling tax obligations from taxpayers in the real world. 

3. For Individual Taxpayers 

As a source of information, so that it can add insight to their insights of 

taxation and will be in a better position to provide an assessment of the 

performance of KPP Pratama Medan Polonia. Also as an understanding of how 

important tax is for the development, prosperity and welfare of the country. 

 

 


