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A. Strengthening revenues
B. Reprioritization of public expenditures




A. Strengthening Revenues
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Optimizing state revenue while
maintaing investment climate and
environmental integrity

Investment
Climate

Environmental
Revenue Integrity
optimization
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Strategies

Fiscal incentives for strategic economic activities that supports both investment climate and
environmental conservation

Strengthening taxation administrative system

Broadening tax base by improving tax awareness and compliance

Improving natural resource revenue through enhancing cost recovery efficiency lifting
production while still maintaining environmental integrity

Reviewing non tax state revenue

Increasing oil lifting through development of new oil wells




Tax Revenue
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%"  The Indonesian Tax Mix
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(Source: OECD Revenue Statistic, IMF WEO Database, MOF Indonesia)

Indonesian Tax Mix :
1.A strong reliance on Corporate Tax Revenues ;
2.Low Personal Income Tax Revenue;
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Trends of Corporate Tax Rate - Worldwide

Indonesia is still on the track.......
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Increase of tax revenue share (2008:67%~> 2014:77%) indicates

Improvements in the economy
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Tax ratio and the number of registered taxpayers

are improving .......
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Tax Ratio

Tax revenue and social confributions (percentof GDP)
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(Source: OECD Revenue Statistic, IMF WEO Database, MOF Indonesia)

GDP per capita in PPP (USD)

Indonesia Tax Ratio is low compared to regional Asia and OECD peers;
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TAX EFFORT & TAX GAP

Tax Effort = the ratio between the actual tax revenue and tax capacity
Tax Gap = the difference between Tax Capacity and Tax Effort
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TaxRevenue and Capacity % of GDP

ASIA and Pacific Region has the lowest level of tax effort ‘

wd Total Revenue u Tax Capacity d Tax Effort
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ie due to: Tax Avoidance/Evasion;

Taxpayer non-compliances, ‘ \
Asymetric Information

o8
o7

Policy Side : Low Tax Rate, Large
Level of Tax Exemption, etc )
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AFR = Africa; APD = Asia and Pacific; EUR = Europe ; MCD = Middle East and Central Asia; WHD = Western Hemisphere

[Source: IMF Working Paper Nov 2013 — Understanding Countries’ Tax Effort —
by Richardo Fenochietto and Carola Pessino]
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Tax
Gap

3 Components of Tax Gap :
Nonfilling Gap, Underreporting
Gap, & Underpayment Gap

[Eric Troder; Reducing Tax Gap; Urban Institute &
Urban Brooking Tax Policy Centre]
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Broadening the Tax Base & Narrowing the Tax Gap

"a) Tax Reforms

Reveal Hidden Economy;
Minimize Tax Evasion;
International Tax Cooperation &

Coordination, i.e via BEPS & EOI 1. Tax Ref?rms;
| i 2. Tax Anti
T / Avoidance
Tax - e
Revenue es;
Taxpayer Profiling 3. Internatu'.mal
Tax Law Enforcement; Cooperation

Increase Voluntary Compliance;
Reforming & Simplifying Tax Law
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Broadening Tax Base Improve Tax Administration

S
* Provide allowances to personal
income taxation

= Tax officer training

= Improve litigation capacity

* Improve internal control and
transparency

* Reduce exemption from VAT

* Targeted and simplified tax
regime for SMEs, which would
be less distorsive way rather
than tax holiday.

(Source : Economics Working Paper; by Jens Arnold, OECD (2012); “Improving Indonesia Tax System”)
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Indonesia Strategy to Expand the Tax Base & Narrowing the Tax Gap

A. Tax Measures (Mapping — Profiling — Benchmarking)
1. Tax Policy Reforms

Broaden tax base by lowering tax compliance cost, ie, through reforms in
taxation laws (VAT, Income Tax, General Provision), among others:
a) Improvement in legal certainty, fairness and simplicity;

b) Introduction of single and lower corporate income tax rates;
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