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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

The important contribution to state revenues comes from tax. 

Tax received by the state is used for the public interest such as 

building government or common infrastructure for the fulfillment 

needs of society and supporting the development of government that 

will help the country growth. Without tax in a country, various 

development effort by country and public welfare cannot be realized. 

Tax is a compulsory contribution to a country that is owed by an 

individual or entity under the law by not obtaining direct rewards and 

used for state purposes for the greatest prosperity of the people which 

means tax is payable to the state.  

In general, the main purpose of the company is obtaining the 

maximum profit. However, high profits can give an impact in 

increasing of tax. The profits can be obtained by increasing the 

revenue and reducing the expenses incurred in the company. One of 

the expense that can be reduced is tax expense. Currently, many 

taxpayers who feel the inefficiency if they have to pay large amounts 

of tax. Many taxpayers also try to avoid large tax payments. Many 

entity taxpayer in Indonesia still consider tax payment obligation as 

the expense because tax is the transfer of resource from private and 

business sector to public sector or government. Tax is important 

component that must be considered by the company with result that 

many companies conduct tax planning.  

Tax planning is the first step in tax management. At this stage, 

company has to conduct collection and research of the tax regulation 

in order to select the types of tax planning to be performed in 

minimizing tax payment. Tax planning is set of strategy to arrange 
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company’s accounting and finance to minimize tax obligation with the 

way that doesn’t violate tax regulation in legal way. (Pohan, 2017). 

Tax planning is a process of tax obligation management in order that 

tax payable is in the minimum position without violating tax 

regulation or it is done legally that is accepted by tax office. Many 

companies conduct tax planning in order to reduce their income tax 

because they feel a huge income tax burden will reduce their profits. 

The effort to minimize tax legally is often referred as tax planning. In 

the tax regulation, there is still a weakness or loopholes that can be 

utilized by the company so that the amount of tax paid by the 

company can be optimal and minimum. It means that the company 

does not pay the amount of tax that should not be paid. Payment of the 

tax in minimum tax is still done in a legal manner that it does not 

violate the applicable taxation regulation. Tax planning can be done to 

all tax types either direct tax or non direct tax. 

Employee is one important factor that can conduct the 

operational process and maintain the survival of the company. The 

ability of company in providing employee motivation can determine a 

success in achieving company goals. Therefore, motivation is a very 

important thing to be considered by the company if the company 

wants every employee can contribute positively to the achievement of 

corporate goals. One of the needs that can motivate employees is 

renumeration. The renumeration can be given in form of salary, wages 

or allowances. Providing renumeration can give effect to increase the 

obligation to pay tax which is Article 21 Income Tax of employees. 

One of the efforts to maintain employees’ motivation is with 

providing various allowance for employees including tax allowance. 

The amount of tax allowance given by the company depends on the 

company’s policy.  

Article 21 Income Tax is tax of income in form of salaries, 

wages, honorarium, allowances, and other payment in whatever name 
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and form in relation with work, position, service and activities done 

by resident individual taxpayer. (Mardiasmo, 2016). Witholding agent 

of Article 21 Income Tax is individual taxpayer or entity taxpayer 

including permanent establishement that has obligation to conduct 

withholding tax of income in relation with the employment, service 

and individual activities as referred in Article 21 Income Tax Law. 

The tax saving can be done with the tax planning of Article 21 Income 

Tax. The company that gives tax allowance can implements some 

existing tax planning methods of Article 21 Income Tax. In relation 

with employee’s income, there are three methods that can be used as 

Article 21 Income Tax calculation method that are gross up method, 

net method and gross up method. This method is legal tax planning of 

Article 21 Income Tax based on tax regulation. Net method is Article 

21 Income Tax calculation method that the employee’s income tax is 

borne by the company with recognizing the employee’s income tax as 

the tax expense. The gross method is Article 21 Income Tax 

calculation method that the employees bear the amount of income tax. 

Gross up method is Article 21 Income Tax calculation that company 

gives tax allowance by including the tax allowance in calculation of 

Article 21 Income Tax. 

This research is done at PT Komitama Maju Perkasa. The 

company is engaged in manufacturing PET (Polyethylene 

Terephthalate) flakes. The company has purpose to obtain maximum 

profit for developing the business in future. One of ways to increasing 

the profit is with conducting tax planning strategy. The tax planning 

can be done in many tax aspects such as Article 21 Income Tax. The 

company as withholding agent of Article 21 Income Tax has 

obligation in calculating, reporting and paying the Article 21 Income 

Tax of employee to tax office. The company has implemented the tax 

obligation as withholding agent of Article 21 Income Tax based on tax 

regulation. 
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Based on preliminary research, it can be known that the 

company currently implements net method in calculating Article 21 

Income Tax. The employee’s income tax is borne by the company 

with result that the employee can get the full amount of income 

without deducting with Article 21 Income Tax. This method can give 

problem to the company in paying amount of entity income tax. The 

company must conduct fiscal correction of Article 21 Income Tax 

expense in calculating entity income. This condition can cause the 

increasing of entity income tax payment. The company should 

consider alternative method to solve this problem. There is alternative 

method in calculating Article 21 Income Tax that can be used by the 

company that is gross up method. Gross up method is the tax 

withholding method with giving tax allowance in amount that is same 

with the amount of tax withheld from the employee. Tax allowance is 

part of the employee income. Advantage of gross up method is take 

home pay of employee in the full amount from the employee’s 

income. It can occur because the Article 21 Income Tax payable 

withheld from the salary has considered as the tax allowance received 

in same amount. Therefore, the gross up method as alternative method 

in calculating of Article 21 Income Tax of employee can increase the 

employee motivation in working based on company’s expectation. 

Besides that, tax allowance can be recognized as deductible expense 

in reducing the company’s income.  

Based on the description above, the writer has an interest in 

conducting research with title: “The Implementation of Gross Up 

Method on Article 21 Income Tax and Its Implication on the 

Entity Income Tax at PT Komitama Maju Perkasa”. 

 

1.2 RESEARCH FOCUS 

The tax planning can be done in many ways. The purpose of 

tax planning is minimizing the tax payment based on tax regulation. 
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Tax planning of Article 21 Income Tax can be implemented in some 

methods. One of the method is gross up method of Article 21 Income 

Tax. The purpose of gross up method is providing benefit for 

company and employee. Due of the limitation of writer’s ability, time 

and the company’s condition, the research focus is implementation of 

gross up method of Article 21 Income Tax on permanent employee 

and its impact on entity income tax at PT Komitama Maju Perkasa in 

year 2017.  

 

1.3 PROBLEM FORMULATION 

The company implements net method in calculating Article 21 

Income Tax. Although this method can give benefit for employee in 

obtaining full amount of income, this method cannot give benefit for 

the company because Article 21 Income Tax expense must be 

corrected in calculation of entity income tax. This condition can 

increase the payment of entity income tax. Gross up method can 

become alternative in calculating Article 21 Income Tax of employee. 

It is expected that there is a decreasing of entity income tax with 

implementing gross up method of Article 21 Income Tax. Problem 

formulation in this research is as follows: What is the impact of 

implementation of gross up method of Article 21 Income Tax on 

Entity Income Tax at PT Komitama Maju Perkasa? 

 

1.4 RESEARCH OBJECTIVE 

The objective of doing this research is to know the implication 

of gross up method of Article 21 Income Tax on entity income tax at 

PT Komitama Maju Perkasa. 

 

1.5 BENEFIT OF THE RESEARCH 

The benefits from conducting this research are as follow: 

 



6 

 

 

 

1.5.1 THEORETICAL BENEFIT 

1. This research can give understanding in tax planning especially 

determining the appropriate tax planning of Article 21 Income Tax 

for minimizing entity income tax. 

2. This research can be used as reference material in conducting the 

research with same topic. 

 

1.5.2 PRACTICAL BENEFIT 

1. This research can provide suggestion for the company in 

implementing tax planning of Article 21 Income Tax in 

minimizing entity income tax. 

2. This research can give additional information for other company in 

implementing gross up method of Article 21 Income Tax. 

 

1.6 SYSTEMS OF WRITING 

The systems of writing in this skripsi will be as follows: 

Chapter I: Introduction 

This chapter will present the background of the study, 

problem limitation, problem formulation, objective of the 

research, benefit of the research and systems of writing. 

The background of study describes the role of tax for the 

country, the purpose and reason of the conducting tax 

planning, importance in providing allowance for 

employee, tax planning of Article 21 Income Tax and the 

calculation of Article 21 Income Tax method in the 

company. 

Chapter II: Theoretical Background 

This chapter is background of theory used in this 

research such as definition of tax, income tax subject, 

income tax object, deductible expense, non deductible 

expense, calculation of entity income tax, Article 21 
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Income Tax recipient, Article 21 Income Tax object, 

Article 21 Income Tax withholding agent, tax rate of 

Article 21 Income Tax, calculation of Article 21 Income 

Tax, tax planning and implementation of tax planning 

with gross up method. The writer presents theoretical 

background, previous research and framework of 

thinking.  

Chapter III: Research Methodology 

The writer will present research design, research object, 

data collection method and data analysis method. This 

chapter will describe descriptive and qualitative research 

design that is used in this research. Data collection 

method in obtaining data for implementing gross up 

method of Article 21 Income Tax is described in this 

chapter. This chapter also describes data analysis method 

that is step in conducting the analysis of the impact of 

gross up method of Article 21 Income Tax on entity 

income tax.  

Chapter IV: Data Analysis and Discussion 

This chapter consists of general view of research object, 

data analysis and discussion. General view of research 

object consists of history of the company, organization 

structure, job description of each department. The data 

analysis and discussion describes personal data of 

employee, Article 21 Income Tax calculation in the 

company, presentation of income statement, calculation 

of entity income tax, implementation of gross up method 

of Article 21 Income Tax and impact of gross up method 

of Article 21 Income Tax on entity income tax. 

Chapter V : Conclusion 
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The writer will present conclusion that shows the the 

impact implementing gross up method of Article 21 

Income Tax on entity income tax. Implication of this 

research is described based on finding from research. 

The recommendation is given in implementing gross up 

method for Article 21 Income Tax for minimizing entity 

income tax. 


