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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

 Regional tax revenue is the total amount of revenue which is 

obtained from the people living in a region and submitted to the local 

government according to the regulations based on the applicable laws 

(Riadi, 2015). The revenue can help the government to determine 

whether an area is doing well or not. If the amount of regional tax 

revenue in an area is high, it can be concluded that the area is quite 

prosperous. With the huge amount of revenue, it means that the people 

living in that area are not afraid to pay taxes and choose to comply 

with the regulations. However, if the amount of regional tax revenue 

in an area is low, there might be a possibility that some people feel 

burdened to pay taxes. This will eventually take a toll on the region’s 

development.  

 One of the biggest sources of regional revenue is tax. Tax has 

always become the main contribution of revenue to the government. 

According to Law Number 28 Year 2009, it is stated that tax is a 

required and compulsory contribution of taxpayers, whether they are 

individuals or corporations, and is used by the government to enhance 

the country’s prosperity. Different types of taxes are withheld from 

the taxpayers in order to increase the amount of regional tax revenue. 

Besides that, they can also help to finance the country’s expenditure, 

which will in turn increase the welfare of the citizens. This is the 

reason why paying tax is compulsory for every single taxpayer 

because it gives benefits not only to the government, but also to the 

citizens. 
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 One of the biggest sources of regional tax is from vehicle tax 

(Budiarso and Karina, 2016). Vehicle tax is considered as a big deal 

because the amount to be paid is really huge. Nowadays, the amount 

of vehicles has been growing fast with the existence of online 

transportation in Medan. It can be seen by how packed Medan has 

been. With the growing amount of vehicles each year, the amount of 

tax that should be paid to the government also increases. According to 

Analisa, there are about 5.5 million of vehicles in Sumatra Utara 

considered as taxable goods, therefore, the owners of the vehicles 

should pay the taxes. However, there is a case in which only 2.2 

million of the vehicles were registered to pay the taxes. This means 

that 60% of the taxpayers didn’t comply with the tax laws and refuse 

to pay vehicle tax (Hasibuan, 2017). This will in turn give a bad effect 

for the government, as they won’t be able to get the revenue that they 

should be receiving. As a result, the development of the regionwill be 

hampered. This shows that most people are still unaware about the 

importance of paying tax and reluctant to pay. 

 The problem has made the writer attracted to analyze more 

into the topic by focusing mainly on the regional tax revenue in 

Medan. The writer wanted to know whether the taxpayers in Medan 

have effectively contributed to the regional tax revenue or not. 

Therefore, in order to know more about the effectiveness and 

contribution of vehicle tax towards the regional tax revenue in Medan, 

the writer has decided to analyze more into it by getting the data 

needed from the concerned parties. The writer has finally decided to 

choose the title: “The Effectiveness and Contribution of Vehicle 

Tax towards the Regional Tax Revenue in Medan (Case Study at 

Badan Pengelolaan Pajak dan Retribusi Daerah)”. 
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1.2 PROBLEM LIMITATION 

 Since there is a majority of taxpayers who refused to pay 

vehicle tax in Sumatra Utara, the writer wanted to know whether 

Medan is a part of those taxpayers or not. The writer is also curious on 

whether the realization of vehicle tax has always met the target of 

vehicle tax or not. The common reason that can be concluded on why 

some people refuse to pay tax is because of the burden. The thought 

that they have to pay another additional amount of money from the 

things that they have bought before makes them feel like paying tax is 

unnecessary. 

 One of the biggest sources of tax is vehicle tax. Therefore, the 

focus of the research is limited to the research in one type of tax, 

which is vehicle tax, a part of regional taxes. Besides that, it is 

reported that 60% of taxpayers refused to pay vehicle tax in Sumatra 

Utara. Medan is a part of Sumatra Utara. Therefore, this research only 

focuses and is also limited to one region, which is Medan. Therefore, 

the title is: “The Effectiveness and Contribution of Vehicle Tax 

towards the Regional Tax Revenue in Medan (Case Study at Badan 

Pengelolaan Pajak dan Retribusi Daerah)”. 

 

1.3 PROBLEM FORMULATION 

 With the percentage amounted to 60% of people who didn’t 

pay vehicle tax, the amount of regional tax revenue in Sumatra Utara 

would definitely decrease too. This will take a toll on the region’s 

development if this keeps on happening. This problem has made the 

writer curious to know whether the taxpayers in Medan are parts of 

those people or not. In other words, whether they have complied with 

the applicable laws and decided to pay vehicle tax or not. This can be 

analyzed by comparing both the target of vehicle tax and the 

realization of vehicle tax. 
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 Therefore, the research questions that can be concluded from 

the background of study above are:  

1. What is the level of effectiveness of vehicle tax in increasing 

the regional tax revenue in Medan? 

2. How does vehicle tax contribute to increase the regional tax 

revenue in Medan? 

3. Have the effectiveness and contribution of vehicle tax 

towards the regional tax revenue in Medan improved 

throughout the years? 

 

1.4 OBJECTIVE OF THE RESEARCH 

 There are several purposes that can be concluded from this 

research: 

1. To find out the level of effectiveness of vehicle tax in 

increasing the regional tax revenue in Medan 

2. To identify how vehicle tax contributes to increase the 

regional tax revenue in Medan 

3. To figure out whether the effectiveness and contribution of 

vehicle tax towards the regional tax revenue in Medan have 

improved throughout the years. 

 

1.5 BENEFITS OF THE RESEARCH 

 There are two types of benefits in the research: 

 

1.5.1 THEORETICAL BENEFIT 

 The theoretical benefits that can be concluded from the 

research are: 

1. To provide more information regarding the effectiveness and 

contribution of vehicle tax towards the regional tax revenue 

in Medan. 
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2. To give more understanding on the contribution of vehicle 

tax in Medan, whether it is high or low. 

 

1.5.2 PRACTICAL BENEFIT 

 The practical benefits that can be concluded from the research 

are: 

1. For the public, this research can be used to show them the 

effectiveness and contribution of vehicle tax in Medan, 

whether it increases the regional tax revenue or not. 

2. For the writer, this research can help the writer to gain more 

understanding on how vehicle tax works to contribute to the 

regional tax revenue. 

 

1.6 SYSTEMS OF WRITING 

 To provide more understanding regarding the research, the 

writer has grouped the contents of the chapters in the systems of 

writing. The systems of writing are as follow: 

CHAPTER I : INTRODUCTION 

 In this part, the background issues related to the research topic 

are discussed. In addition, the problem is identified. There is also a 

brief explanation on why the writer chose to do research on the topic. 

Problem formulation, research focus, research objective, benefits of 

the research, and systems of writing are provided. The writer has to 

provide some purposes and significances of the research paper, so that 

the readers can be familiar with the writer’s topic and expect to learn 

something from the skripsi. 

CHAPTER II : LITERATURE REVIEW 

 In this part, the writer needs to rely on the expertsin order to 

strengthen the writer’s views. However, the writer not only puts some 

information inside, but also supports with the experts’ opinions. The 
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theoretical background, previous research, research model, and 

framework of thinking are elaborated in this chapter. 

CHAPTER III : RESEARCH METHODOLOGY 

 In this part, the objects of research, qualitative research 

approach and methods, research designs, data collection tools, and 

data analysis methods are discussed. 

CHAPTER IV : DATA ANALYSIS AND DISCUSSION 

 In this part, the data have to be included to strengthen the 

research. By providing data, it is hoped that this research can meet the 

readers’ expectations and provide answers towards their curiosity. The 

information regarding the research will be discussed more in this part. 

CHAPTER V : CONCLUSION 

 In this part, there is a summary of all the information and data 

provided on all of the chapters preceding this part. Besides that, the 

writer has to provide some recommendations toBadan Pengelolaan 

Pajak dan Retribusi Daerah to improve their work in the future. 

  


