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Why does tax matter
for the recovery?
How do we raise
taxes well?

Which reforms
should Indonesia
prioritize?
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Raising tax revenutes 1s
essential for protecting
people, supporting
economic growth, and
preserving stability




What
makes a
good tax
system?

Indonesia Public Expenditure Review 2020




We can assess a country’s tax system against

A “Vertical equity” - wealthy people and more profitable businesses pay more
Fairness A “Horizontal equity” — people and businesses with similar levels of income
and profits pay similarlevels of tax

A Clear, transparent tax rules, enforced evenly

Certainty A Time of payment, quantity to be paid, clear to all
C : A Easiness of paying
onvenence A Number of taxes, filing time, ease of payment
o A Impact on economic activity
Efﬁc:lency A Cost of tax administration




Together, these criteria enable governments to raise
in a manner that supports

V  Fair, progressive, taxation supports poverty-reduction and improves

Fairness equity

V Clear, simplerules reduce opportunities for corruption, reduce

Cer tainty taxpayer errors, and make it quicker and easier to pay

Convenience V Easy-to-pay taxes increase voluntary compliance

Efficiency V  More efficienttaxes support economic growth




Evaluating Indonesia’s tax system against 4 dimensions

Fairness

Certainty

Convenience

Efficiency

A Are the wealthyand better off paying their fair share?
A Are different business sectors treated similarly?
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