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Abstract

in the mid-1980s, Tndonesia witnessed the fargest fax and financial
reform sinee its independence. The most important reform consisted of the
introduction of the new system of indirect faxes and the system of tax
revenue sharing in 1984, Taxcs were classified into three categories,
namely, state taxes {consumption tax, customs duties), Local iaxes (land
price appreciation tax, real estate taxes) and shared taxes (value added
tax, corporate income ftax, individual income tax). After this radica!
development, Indonesia witnessed another series of tax reforms especialiy
with the entry into the twenty-first century, such as the unification of the
corporate income tax on ocal institutions and foreign investing
" institutions, the shift in the value-added tax system ... etc. AH these tax
reforms and developments over the past decades have today formed a
more advanced and stronger tax system. The Indonesian povernment has
realized that the current tax system faces new challenges and requires
mere reforms to accommodate the shift in the economic development
m:del, modernizing the industrial structure, and improving income
distribution among the various groups of society, Equity in the
distribution of income is one of the goals of any economy to achieve the
welfare of its members because the disparity between citizens in the
distribution of income leads to cases of dissatisfaction and social discontent

within the individual.
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