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CHAPTER I 

INTRODUCTION 

 

1.1 BACKGROUND OF THE STUDY 

The government need fund to run government activities and to 

finance development. It is comes from many sectors. One of fund 

source is coming from tax sector. Tax is an obligation that must be 

paid by taxpayer to the government that is intended for development 

activities in all sectors. Tax is one source of country’s revenue which 

is very important for the implementation and enhancement the 

nation’s development. The tax is levies that are required and must be 

paid by every person. One tax type is Income Tax. Income tax is tax 

which levied from income as tax object. Income tax will be imposed 

on individual or entity as taxpayers who receive income.  

There are many type of tax collection system applied such as 

official assessment system, self assessment system and withholding 

system. One form of income tax collection system with withholding 

system is article 21 income tax. Article 21 Income Tax is implemented 

with withholding system. Withholding system is tax collection way 

that the calculation of tax payable is done by third parties. The third 

parties in this system are taxpayer as employer and they are assigned 

as withholding agent of Article 21 Income Tax. Article 21 Income Tax 

is tax that is imposed to income in the form of salaries, wages, 

honoraria, allowances and other similar remuneration in respect of 

employment or position, services and other activities performed by 

individual resident taxpayers. The parties that are obliged to withhold, 

deposit and reporting of Article 21 Income Tax are employer, 

government, state treasury, the company and other parties that 

determined as withholding agent according to Income Tax Law.  

Each company as a taxpayer is required to pay tax. For 

company, the tax is a cash expenditure without any direct benefit for 
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the company. So it is usually many companies make efforts to pay the 

tax payable as small as possible. To achieve this goal, it needs to 

perform tax planning, and this is only possible if the company’s 

management understand the tax provisions. The company as Article 

21 Income Tax withholding agent from employee’s income should 

have a strategy that can give benefit to the company, but do not make 

loss to the employees and the government. Tax planning can be 

conducted to Article 21 Income Tax in order to minimizing entity 

income tax payable with many ways. There are many ways to increase 

the employee’s income. One of the ways is with providing Article 21 

Income Tax allowance. The increasing of the employee’s income will 

increase the working motivation. The other benefit from tax planning 

of providing Article 21 Income Tax allowance is the increasing of tax 

saving in the company. The tax planning Article 21 Income Tax will 

have impact to Article 21 Income Tax, Entity Income Tax and 

employee’s income. Proper tax planning should be done in order that 

the expense can be recognized as deductible expense in calculating 

entity income tax.  

For the calculation of Article 21 Income Tax, the company can 

bear Article 21 Income Tax on income received by the employee. 

Employees will receive an income in full without deduction of Article 

21 Income Tax. With net method, Article 21 Income Tax borne by the 

company cannot be deducted as expenses. In the preparation of 

income statement, income tax is borne by the company should not be 

included as deductible expense. This will cause company’s income tax 

payable will be high. The amount of tax allowance equal to the tax 

withhold from the employee is known as gross-up method. Article 21 

Income Tax allowances given for employee is included to Article 21 

Income Tax Withholding. The allowances with gross up method can 

be recognized as deductible expense. The entity income tax paid by 

the company can be minimized.  
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Many companies in Indonesia have made tax planning.  PT 

Multi Niaga Indotama Medan which is the paint distributor company 

as taxpayer also has the intention to make tax payment as minimum as 

possible without breaking the tax law that applied in Indonesia. In 

calculating Article 21 – Income Tax, the company uses net method. In 

which, the company bears employees tax so that the employees can 

obtain their income as its gross income. However, by applying net 

method, the employees’ tax expense cannot be recognized as 

deductible expense. PT Multi Niaga Indotama Medan can conduct the 

tax planning calculation with gross up method to overcome this 

problem. Employee’s income tax that withhold from employee’s gross 

income will have same amount tax allowance to employee’s income 

tax in gross up method. There is increasing in Article 21 Income Tax 

with gross up method but the company can reduce Article 21 Income 

Tax allowance as deductible expense to revenue in calculating entity 

income tax. 

Based on this background study, then the writer is interested to 

conduct the research with title as follows : “The Analysis of Tax 

Planning on Article 21 - Income Tax in Minimizing The Amount 

of Entity Income Tax at PT Multi Niaga Indotama Medan ” 

 

1.2 PROBLEM FORMULATION 

Based on the background study above, the writer will make the 

problem formulation as follows: What are the results in implementing 

tax planning on Article 21 - Income Tax for minimizing entity income 

tax at PT Multi Niaga Indotama Medan? 

 

1.3 RESEARCH FOCUS 

Due to limitation of time and knowledge, the research focus is 

implementation of tax planning of Article 21 Income Tax to 
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permanent employee at PT Multi Niaga Indotama Medan in year 

2017. 

 

1.4 RESEARCH OBJECTIVE 

The objective of the study is to analyze the results of 

implementation in tax planning on Article 21 - Income Tax for 

minimizing the entity income tax of PT Multi Niaga Indotama Medan. 

 

1.5 BENEFIT OF THE RESEARCH 

The benefits from conducting this research are as follows: 

1.5.1 THEORETICAL BENEFIT 

1. This research gives contribution to tax theory especially in 

conducting tax planning of Article 21 Income Tax. 

2. This research gives benefit for other researcher as reference in 

conducting the tax research. 

1.5.2 PRACTICAL BENEFIT 

1. This research gives recommendation for company in 

conducting the tax planning of Article 21 Income Tax in 

decreasing income tax payment. 

2. This research can add knowledge of writer in implementing 

Article 21 Income Tax in minimizing income tax payment. 

 

1.6 SYSTEMS OF WRITING 

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

CHAPTER I :      INTRODUCTION 

This chapter gives introduction of research and overview of 

the company’s condition. This chapter includes background of 

the study that the company has made tax planning by using net 

method, problem formulation, research focus, research 

objective, benefit of the research and systems of writing. 
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CHAPTER II :     Literature Review 

This chapter includes theoretical background that is related to 

the topic of the research such as tax, income tax, Article 21 – 

Income Tax and tax planning. Besides that, the writer also 

includes previous research and framework of thinking.  

CHAPTER III :   Research Methodology 

This chapter explains the way of writer in conducting the 

research. This chapter consists of research design that uses 

descriptive design and qualitative, research object, data 

collection method and data analysis method. 

CHAPTER IV :   Data Analysis and Discussion 

This chapter explains the tax planning of Article 21 in the 

company and implementation of tax planning in decreasing 

entity income tax. This chapter consists of general view of 

research object, company’s data analysis such as list of 

permanent employees’ data, income statement, income tax 

payment and discussion. 

CHAPTER V :    Conclusion 

This chapter explains the conclusion of the analysis of tax 

planning, implication and recommendation in relation with this 

research.  

 


