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CHAPTER 1 

INTRODUCTION 

 

1.1  BACKGROUND OF THE STUDY 

As a developing country, Indonesia needs a lot of funds for 

country development and to sustain a positive economic growth. 

These funds can be obtained from external source and internal source, 

from external source funds can be obtained from foreign loans but 

they have adverse effect in the long term, while internal source funds 

come from state revenues. In effort to reduce the dependency of 

foreign loans, the government has been striving to maximize the state 

revenue that consist of tax revenue and non-tax revenue, especially for 

tax revenue which serves as the largest portion of state revenue. In 

2016, Indonesia’s tax revenue was Rp 1,240,418.86 Billion, which is 

roughly 82.2% of Indonesia total state revenue of Rp 1,508,020.37 

Billion (Badan Pusat Statistik, 2016). 

Taxation has two functions, regular as a tool to regulate and 

implement government policies and budgetair as source of state 

finance. Based on tax function as budgetair function, tax payer 

awareness and discipline to comply to the tax regulations is required 

because Indonesia uses self-assessment system which the taxpayers 

themselves are trusted by the government to calculate, pay, and report 

their own taxes in accordance with prevailing tax laws and regulations 

(Chaerunisak and Suyanto, 2014). Without good law enforcement and 

good supervision, tax payer will tend to try violating the tax law by 

doing tax evasion, and tax avoidance since tax is a burden for them. 
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There are two types of factors that can affect taxpayer’s tax 

compliance, there are internal factors and external factors. Internal 

factors are factors derived from the Taxpayers themselves and related 

to the characteristics of individuals who become triggers in carrying 

out its tax obligations. While external factors are factors that come 

from outside the Taxpayers themselves like the situation and the 

environment around the Taxpayer. Internal factors’ examples are the 

level of tax understanding and awareness of paying taxes. While 

external factors come from the quality of tax services and tax 

sanctions.  

Tax awareness is one of the good instruments to increase tax 

compliance level, thus will give impact to Indonesia’s tax revenue 

directly or indirectly (Rusmawati and Wardani, 2015). If taxpayers are 

aware of their obligation to pay taxes for the country’s sake, the state 

revenue from taxes will continue to grow because the number of 

potential taxpayers tend to grow every year.  Public awareness will 

encourage more and more people to fulfill their obligation to register 

as taxpayers, report and pay their taxes properly (Chaerunisak and 

Suyanto, 2014). 

General provisions and procedures of tax have been regulated 

in the tax laws that contain tax sanctions for people who are violating 

the tax law for their self-interest. Wilda (2015) stated that tax sanction 

purpose is to assure that the tax payers will comply and obey to the 

General Tax Provisions. Tax sanctions that are applied strictly by the 

government will lead to much obedient tax payer because they are 

more aware of the existence of tax laws and the consequences if 

violating the tax law. Tax sanctions are divided to criminal sanctions 

such as confinement and imprisonment and administrative sanction 

like fines, interest, and increment sanctions. 

 



 
 

3 
 

Those are some factors that can affect taxpayer’s tax 

compliance stated in the previous research conducted by the other 

authors. Hence, the author has big curiosity about whether those 

factors actually effect the tax compliance in reality and how much 

these factors would affect the taxpayer tax compliance.  

That is why the author was interested to conduct a research 

with the title of “The Impact of Tax Awareness and Tax Sanction 

Towards Tax Compliance at KPP Pratama Medan Barat” to find out 

which variable that might increase the state tax revenue. Using tax 

awareness and tax sanctions as the independent variable to be tested 

towards tax compliance as the dependent variable. 

 

1.2 PROBLEM LIMITATION 

The limitation of this research is decided by the author to make 

this research more effective and efficient. The population in this 

research is limited to the taxpayer who have taxpayer identification 

number (TIN), registered at KPP Pratama Medan Barat, and is an 

individual taxpayer. The author chooses KPP Pratama Medan Barat 

because it is located near the author’s workplace.  

In order to have a better and more focused scope of study, the 

author chooses only tax awareness, and tax sanctions as the 

independent variables from many other variables that could affect tax 

compliance to be tested towards tax compliance as the dependent 

variable. 
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1.3 PROBLEM FORMULATION 

Based on the background of study above, the problem 

formulation from this research is: 

1. Does tax awareness significantly affect tax compliance at 

KPP Pratama Medan Barat? 

2. Does tax sanction significantly affect tax compliance at 

KPP Pratama Medan Barat? 

3. Do tax awareness, and tax sanction simultaneously affect 

tax compliance at KPP Pratama Medan Barat? 

 

1.4 OBJECTIVE OF THE RESEARCH 

1. To identify whether tax awareness partially affects tax 

compliance at KPP Pratama Medan Barat 

2. To identify whether tax sanction partially affects tax 

compliance at KPP Pratama Medan Barat 

3. To identify whether tax awareness, and tax sanctions 

simultaneously affect tax compliance at KPP Pratama 

Medan Barat 
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1.5 BENEFIT OF THE RESEARCH 

1.5.1 THEORETICAL BENEFIT 

This research is expected to be able to provide better 

understanding in the field of taxation especially the factors that could 

affect taxpayer’s tax compliance, and for this research to be used as 

reference by other researcher for future research on taxation field. 

 

1.5.2 PRACTICAL BENEFIT 

a. For the Writer 

In the process of conducting this research, the 

author got a lot of new knowledge and experience in the 

field of taxation. This research also benefits the writer as 

a practice to develop research skill and abilities. 

b. For the Government 

The result of this research is expected to become a 

source of information about the factors that could 

increase tax compliance and tax revenue by the 

Directorate General of Tax. 

c. For the Society 

The result of this research also can be used as 

reference or material for comparison for future research 

conducted by another researcher, and also to act as 

source of knowledge to the society. 
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1.6 SYSTEMS OF WRITING 

The purpose of this systems of writing is to help readers to find 

the chapters needed quickly by knowing the contents outline in each 

chapter. 

CHAPTER 1 INTRODUCTION 

This chapter content covers the Background of Study of why 

the author choose the research entitled The Impact of Tax Awareness, 

and Tax Ssanction Towards Tax Compliance, Problem Formulation, 

Research Focus, Research Objective, Benefit of the Research which 

includes Theoretical Benefit and Practical Benefit, and the Systems of 

Writing. 

CHAPTER 2 LITERATURE REVIEW 

This chapter content covers the explanation of the Theoretical 

Background that was used by the author, list of Previous Research that 

was used as reference by author, explanation of how the hypothesis is 

developed from the theoretical studies or the literature and various 

previous studies, Research Model, and Framework of Thinking. 

CHAPTER 3 RESEARCH METHODOLOGY 

This chapter content covers Research Design which is 

quantitavive ressearch, Population and Sample, Data collection 

Method, Operational Variable Definition and Variable Measurement, 

and Data Analysis Method that was used when conducting the 

research. 

CHAPTER 4 DATA ANALYSIS AND DISCUSION 

This chapter content covers the General Description of KPP 

Pratama Medan Barat, Data Analysis that consists of Descriptive 
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statistic, result of data quality testing, and result of hypothesis testing, 

and the deep explanation and description of the test result. 

CHAPTER 5 CONCLUSION 

This chapter content covers the Conclusion or brief answers of 

research question, Implication that contains the impact of the research 

result, and Recommendation that contains suggestion to the external 

part. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


