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 ABSTRACT 

Tax avoidance is a major concern for the Indonesian economy and tax system. The tax 

system in Indonesia is governed by a complex legal and regulatory framework, which 

includes several ASEAN nations that have adopted blockchain technology. This study 

aims to investigate the opportunities and challenges of implementing blockchain 

technology to reduce tax avoidance practices in Indonesia, and how can the adoption 

of this technology enhance the transparency and accountability of the tax system 

compared to ASEAN countries that have already done so. The research methodology 

uses qualitative descriptive analysis with a case study approach to examine how 

blockchain technology is being implemented in the tax systems in Indonesia. The study 

examines case studies from ASEAN nation's tax systems that have implemented the 

technology to determine whether and how blockchain might successfully lessen tax 

avoidance methods used in Indonesia. Integrating blockchain technology into ASEAN 

tax systems can significantly improve tax management's accuracy, efficiency, and 

transparency. Despite blockchain's enormous potential, Indonesia faces several 

obstacles to its implementation, including a lack of knowledge and training among 

industry participants and tax authorities, a shortage of technological infrastructure, 

and the requirement to create regulations that encourage its adoption. Blockchain 

technology can streamline administrative procedures, enhance tax reporting, and 

facilitate automation through smart contracts in Indonesia's fiscal system. 
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INTRODUCTION 

Tax avoidance in Indonesia and its cases are complicated concerns that are common in 

other nations as well. Whether through legal or illegal measures, taxpayers' attempts to evade their 

tax obligations are referred to as tax avoidance. Although the terms tax avoidance and tax evasion 

are sometimes used interchangeably, they are not the same from a legal perspective. The law 

prohibits tax evasion, but it permits tax avoidance. Tax avoidance is lawful since it is a way to 

take advantage of a nation's tax laws by using different strategies that don't break the law to reduce 

the amount of taxes due, on the other hand, tax evasion is prohibited since it entails taking steps 

that go against accepted tax laws to lower or avoid paying taxes altogether. 

https://creativecommons.org/licenses/by-sa/4.0/
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 A nation's economy and information technology are developing at an accelerating rate, 

which gives firms the chance to expand and strive for higher profits while lowering taxes. To lessen 

its tax burden, the business will work to put tax avoidance transaction strategies into place. Tax 

avoidance practices in Indonesia might be seen in a variety of ways, it should be noted that they 

are frequently regarded as unethical even though they do not explicitly break the law. Profit 

shifting through overseas subsidiaries or companies is one of the tax avoidance strategies used in 

Indonesia. Multinational corporations that have subsidiaries overseas that operate in Indonesia, 

for instance, transfer income to these foreign subsidiaries because they have lower tax rates or do 

not impose taxes at all. This harms Indonesia due to the unequal distribution of domestic profit. 

 Utilizing tax treaties and a multi-layered corporate structure are two more ways to evade 

taxes. For instance, businesses in Indonesia employ an investment structure that involves multiple 

subsidiaries in nations with whom Indonesia has tax treaties or double taxation agreements. By 

utilizing international tax laws, this is done to reduce Indonesian tax payments. The same plan is 

utilized by people or businesses who get royalties or profits from overseas, allowing them to lower 

their taxes in Indonesia by utilizing tax treaties. Another technique and strategy employed in tax 

avoidance is accelerated depreciation, which raises the company's costs and lowers its profit. Even 

if tax avoidance is legal, it is nonetheless unethical because it typically takes advantage of flaws or 

legal gaps in tax laws. By restricting the use of tax havens and enforcing regulations on transfer 

pricing, the Indonesian government is still working to strengthen monitoring and regulations. 

 The Indonesian economy and tax system are negatively impacted by tax avoidance, both 

in terms of social justice and state finances. The decrease in tax revenue received by the state will 

cause a loss to the country because taxpayers exploit legal loopholes to avoid their tax obligations. 

This will pose a challenge for the tax system in Indonesia in conducting oversight, which requires 

significant resources to improve tax compliance. The Indonesian tax system needs to be 

transformed with better technology to prevent practices that harm the national economy and 

create inequality in the tax system. According to Zohar (2017), blockchain has the potential to 

transform the tax administration system by providing a more efficient system for tracking 

transactions, verifying tax reporting, and ensuring tax compliance. Zohar mentions that this 

technology can enhance transparency by providing authorities with access to verify transactions 

in a real-time, which lowers the possibility of tax avoidance. 

 According to Pereira (2020), the use of blockchain technology in the tax system can 

introduce the ideas of automation and smart contracts, which minimize the possibility of delays 

or data manipulation while enabling the automatic collection and payment of taxes based on 

actual transactions. Pereira mentioned that the application of blockchain technology in taxation 

would result in a more cohesive system and lower compliance expenses for both tax authorities 

and taxpayers. Blockchain in taxation generally refers to the use of blockchain technology to 

maximize tax reporting, collection, and supervision. This technology can lower the expenses of 

tax administration, minimize tax fraud, and increase transparency. According to experts, 

blockchain has the potential to drastically alter the worldwide tax system, including Indonesia’s.  

 Indonesia recently implemented a tax transformation utilizing the core tax system 

technology to digitalize tax administration. The goal of the core tax system is to streamline the tax 

administration procedure, boost productivity, and lessen the administrative load on both tax 

authorities and taxpayers but the blockchain system has not yet been fully integrated into 

Indonesia's taxation system in its basic technology. Indonesia's current system is based on 

information technology that uses digital platforms to link the Directorate General of Taxation 
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(DJP) and taxpayers. Although blockchain has not yet been implemented in the Core Tax System 

in Indonesia, blockchain technology has the potential to provide significant benefits in tax 

management in the future. 

 Concerning the application of blockchain technology, Estonia has emerged as one of the 

most progressive nations, particularly in public services and governance. Blockchain technology 

is being used in this nation to improve efficiency, security, and transparency in some industries. 

Voting systems (electronic voting), e-government (digital government), e-residency (digital 

citizenship), and e-health (health management systems) are a few ways that blockchain technology 

is being implemented in Estonia. Blockchain technology is used in Estonia to protect data across 

various public agencies. One example is using "X-Road," a platform that effectively and safely 

links different government datasets. Blockchain guarantees the security and verifiability of all 

transactions between private parties and government institutions. 

 Research by Sutrisno and Widodo (2021) found that blockchain can be used to improve 

tax administration in Indonesia, focusing on the potential for transparency and efficiency in the 

tax collection and reporting system. This research suggests the implementation of blockchain to 

mitigate tax evasion issues and enhance taxpayer compliance. According to Haryanto and 

Nugroho (2021), user adoption and rejection particularly if people are unfamiliar with blockchain 

technology are the issues Indonesia will encounter while implementing it. Many taxpayers could 

be at ease with conventional tax systems and worry about the intricacy or mistakes that could 

occur while utilizing blockchain-based systems. According to Mougayar (2021), even if blockchain 

technology has numerous long-term advantages, many nations and businesses may be hesitant to 

participate in it if the initial implementation costs are too high. 

 The integration of blockchain technology into Indonesia's tax system has the potential to 

improve transaction verification and reporting efficiency, lower the risk of data manipulation, and 

give tax authorities real-time access to economic activity monitoring. Furthermore, automating 

the tax collection and payment procedures through the use of blockchain-based smart contracts 

might greatly lower the possibility of tax evasion. However, there are several obstacles to 

overcome before blockchain can be integrated into Indonesia's tax system, such as technology 

infrastructure, regulatory concerns, and appropriate party adoption. Thus, it's critical to investigate 

the possibilities and difficulties associated with integrating blockchain technology into Indonesia's 

tax system. In light of this, this study attempts to address important topics such as what are the 

opportunities and challenges of implementing blockchain technology to reduce tax avoidance 

practices in Indonesia, and how can the adoption of this technology enhance the transparency and 

accountability of the tax system in Indonesia compared to ASEAN nations that have already done 

so? 

 Don and Alex Tapscott (2016) define that blockchain technology makes it possible to build 

a system that can safely, transparently, and decentralized record and store data without oversight 

or central control. Every transaction is documented in a block that is successively joined one after 

the other to create an unchangeable chain. Draper (2018) mentioned blockchain is a technology 

that allows the exchange of unchangeable and unmanipulated data by distributing it in a 

decentralized and secure way via a peer-to-peer network. Through the introduction of 

transparency, efficiency, and cost reduction, this technology has the potential to transform several 

industries completely. Blockchain technology is used in the taxation industry to automate, speed 

up, and streamline the tax collection, reporting, and compliance monitoring processes. 
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Blockchain's decentralized, secure, and unchangeable transaction recording and verification 

capabilities can improve the tax system's accountability, transparency, and efficiency. 

 To ensure that blockchain technology works efficiently, safely, and can be integrated with 

the current tax system, there are some crucial processes involved in the tax system implementation 

process. 

Digitalization of the Tax Process; Blockchain has the potential to create a totally digital 

tax administration system in place of the more manual traditional approach. Blockchain 

technology can be used to automate tax procedures like reporting, payment, and verification. 

Based on the rules that have previously been set up in the system, smart contract technology 

enables tax transactions to be completed automatically. 

The mechanism is a digital platform linked to the blockchain network is used by taxpayers 

to submit data. A safe and unchangeable blockchain will record each transaction the taxpayer 

makes. Benefits include lower administrative expenses and improved tax transaction efficiency 

and transparency. 

Transparency and Data Security; Blockchain guarantees that none of the tax transactions 

entered into the system can be changed or modified. Only those with permission can view each 

blockchain block, which contains encrypted data. The blockchain's decentralized system will 

allow several relevant parties (such as taxpayers and tax authorities) to access tax data without 

running the risk of data fabrication. Benefits include lowering the possibility of fraud or tax evasion 

and enhancing openness and confidence between the government and citizens. 

The use of Smart Contracts; Smart contracts are electronic agreements that carry out 

predetermined terms automatically. Smart contracts can be used in the taxation context to 

automatically pay taxes and guarantee that tax obligations are fulfilled in compliance with relevant 

laws. The way it works is that the smart contract can determine the tax that must be paid during 

a transaction (like purchase and sale) and transfer the money to the tax authority's account 

automatically. It has the advantage of expediting the tax payment procedure and lowering the 

possibility of payment delays or human error. 

Increase in Tax Compliance; Real-time transaction data can be directly accessed by tax 

authorities and taxpayers through the use of blockchain technology. This facilitates and improves 

the efficiency of tax compliance oversight and monitoring. The method involves the application 

of a blockchain-based system that enables tax authorities to better track transactions, which makes 

it easier to identify possible instances of tax avoidance. Law enforcement will be strengthened, 

and taxpayers will be more inclined to comply with their tax duties. 

Integration with Existing Systems; Blockchain technology needs to be compatible with 

current tax systems, including electronic filing and payment systems. To make sure that 

blockchain technology integrates seamlessly with the already-in-place systems, this integration is 

crucial. The process involves creating an Application Programming Interface (API) to link the 

blockchain system to the current tax structure. Assuring a seamless transition and preventing 

interruptions in tax operations are the advantages. 

Regulations and Government Policies; Regulations and laws that control the use of this 

technology must be in favor of the integration of blockchain into the tax system. The government 

needs to encourage the use of blockchain technology and offer a clear legal framework. The 

mechanism is that the government must create rules that encourage the use of blockchain 

technology in taxation and set security and privacy guidelines that all parties involved must follow. 
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The advantage is in guaranteeing the authentic and lawful integration of blockchain technology 

into the taxation system. 

 Tax avoidance is defined by Upjohn (2020) as an attempt to reduce the amount of taxes 

owed by taking advantage of laws or legal loopholes in tax laws. This tactic, albeit being lawful, 

is frequently criticized since it occasionally goes against the spirit of the tax laws. Bean (2020) 

states that tax avoidance is the legal handling of tax obligations, in which people or businesses 

employ tax planning strategies to lower their tax payments in a way that does not break the law 

but may go against the main goals of tax laws. However, according to Tushnet (2020), tax 

avoidance refers to legal activities that are done by tax laws to lower tax liabilities without breaking 

the law. Even though this approach is lawful, it frequently raises questions about how equitable 

the tax system is. The majority of these experts concur that tax avoidance is a legitimate strategy 

that lowers tax obligations through tax planning, but it can also be morally dubious, particularly 

if it entails taking advantage of already-existing legal loopholes. 

 Numerous specialists have recognized different signs or traits of tax avoidance. Experts 

have identified the following signs of tax avoidance: Legal Loopholes; According to Musgrave 

(1989), tax avoidance frequently entails taking advantage of legal loopholes or ambiguities in tax 

laws to lower the amount of taxes due. This happens when taxpayers find clauses that let them 

evade paying taxes without breaking the law outright, Company Reorganization or Asset 

Transfer; Tushnet (2020) notes that company reorganization is a sign of tax evasion, including the 

division of business segments or the transfer of assets to nations with lower tax rates. These kinds 

of agreements frequently take advantage of regions' or nations' disparate tax laws, Complex 

Business Structures; According to Bean (2020), using intricate corporate arrangements is a sign of 

tax evasion. This entails the creation of organizations or contracts that enable businesses or 

individuals to take advantage of current tax laws to lower their tax obligations without overtly 

violating the law, Profit Shifting; Graetz (2019) mentioned that “base erosion and profit shifting" 

(BEPS), the practice of moving profits or revenue to nations with lower tax rates, is one of the 

primary markers of tax avoidance. This entails tax planning to shift income to tax-free or low-tax 

areas, Tax Avoidance through Complex Financial Products; According to Kleinbard (2020), tax 

evasion may be indicated by the employment of sophisticated financial products, such as 

derivative instruments or irrational transfer pricing arrangements. These products, which 

frequently include intercompany transactions inside multinational corporations, are used to move 

income or lower taxable earnings. 

Tax avoidance indicators generally refer to plans or structures intended to legally reduce 

tax obligations, but they can also take advantage of legal loopholes, intricate corporate 

arrangements, or the transfer of earnings to nations with lower tax rates. 

 Kleinbard and Tushnet (2020) mentioned that blockchain can significantly contribute to 

the reduction of tax avoidance by enhancing the accountability, transparency, and effectiveness of 

the reporting and collection procedures. However, blockchain technology can potentially be used 

to circumvent taxes if it is not deployed with adequate oversight. There is a chance that blockchain 

technology could be abused, despite its tremendous advantages in lowering tax evasion. Among 

these is the use of cryptocurrencies based on blockchain technology to conceal the movement of 

funds or assets from tax and government agencies. Additionally, there are situations in which 

business structures that use blockchain technology for international transactions can be used to 

transfer profits or avoid paying taxes.  
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 By decreasing legal gaps that could be used for tax avoidance, this technology helps tax 

authorities better monitor transactions and confirm tax responsibilities. Nevertheless, to optimize 

its advantages, appropriate supervision, and robust rules are required to stop blockchain from 

being abused for tax evasion. Blockchain has the potential to revolutionize taxation by bringing 

forth a more secure, effective, and transparent system. Blockchain technology can improve tax 

compliance and lessen data manipulation in the tax system. In addition to simplifying the tax 

procedure, this change also contributes to a rise in public confidence in the tax system.  

METHOD 

The research methodology uses qualitative descriptive analysis with a case study approach 

to examine how blockchain technology is being implemented in the tax system and how it affects 

tax avoidance. The study examines case studies from ASEAN nations that have adopted the 

technology to determine whether and how blockchain technology might successfully lessen tax 

avoidance methods used in Indonesia. Countries in ASEAN that have already adopted blockchain 

technology in various sectors, including their tax systems, are Singapore, Malaysia, and Thailand.  

RESULTS AND DISCUSSION  

Blockchain technology was first created to facilitate cryptocurrencies such as Bitcoin, but 

it has gained interest in several areas, including taxation. Blockchain has the potential to 

completely transform several industries, including taxation because it can improve security, 

efficiency, and transparency. Because blockchain technology creates an unchangeable record, it 

can be used to check tax transactions and lessen tax avoidance more precisely. The study related 

to the application of blockchain, particularly in taxation are: 

 Accountability and Transparency 

By permanently and dispersedly logging each transaction throughout the network, 

blockchain can increase the transparency of the tax system. The appropriate authorities can 

access every entry in the blockchain, which is recorded in an unchangeable manner. 

According to Tapscott and Tapscott (2016), this raises accountability between taxpayers 

and tax authorities and lessens the possibility of data manipulation. In this regard, 

blockchain can be used to eliminate tax evasion, validate tax transactions in real-time, and 

lower the possibility of corruption in tax distribution and collection. 

 Reducing Tax Avoidance 

Blockchain technology offers an unchangeable record of taxpayer transactions, which can 

help prevent tax avoidance. Blockchain technology, according to Swan (2015), makes it 

possible to track and validate every transaction made by people or businesses, which lowers 

the possibility of tax evasion or false reporting. Tax authorities can use this technology to 

monitor the movement of funds in real-time, make sure the right taxes are paid, and 

determine the difference between taxes paid and those that are outstanding. 

 Smart Contracts in Tax Collection 

Smart contract implementation is one of the most pertinent uses of blockchain in taxation. 

Without requiring human involvement, smart contracts allow tax procedures like tax 

collection and payment to be automated. This procedure can lessen the likelihood of tax 

avoidance because it allows payments to be set up to be sent automatically whenever a 
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transaction takes place. Mougayar (2016) mentioned that smart contract adoption in taxes 

can speed up the tax administration process, lower operating expenses, and improve overall 

efficiency. 

 Blockchain's Implementation in the Global Tax System 

Enhancing global collaboration in combating cross-border tax avoidance is another 

application for blockchain technology. Blockchain technology can facilitate more effective 

and secure cross-border transaction tracking and verification (Nakamoto, 2008). 

Additionally, by facilitating the adoption of more integrated reporting systems, this 

technology makes it simpler for nations participating in international tax accords to share 

tax data. 

 Challenges in the Implementation of Blockchain in Taxation 

Despite the fact that blockchain technology has many advantages, integrating it into the tax 

system presents some difficulties. One of the primary obstacles is the problem of regulation 

and oversight, according to study by Blume (2018). The integration of blockchain 

technology into the current legal and regulatory framework may provide challenges for 

nations with intricate tax systems. The adoption of blockchain in the tax industry is also 

severely hampered by infrastructural constraints, data privacy and security concerns, and 

technological difficulties. the following are the main challenges of using blockchain: 

1) Scalability Issues 

Scalability is the largest obstacle to blockchain implementation. Blockchain systems 

may find it difficult to process very high transaction volumes quickly, particularly those 

that rely on proof-of-work (like Bitcoin). When blockchain is applied to applications 

that need a lot of transactions, like the national tax system, this becomes an issue. 

Solutions like sharding or more effective proof-of-stake are required to increase 

scalability, but they call for additional investigation and intricate integration with 

current systems. 

2) Complexity of Technology and System Integration 

Despite the great potential of blockchain technology, it can be quite difficult to integrate 

it with current systems, such as traditional tax systems. In addition to requiring a large 

investment, this technology calls for major adjustments to the current IT infrastructure 

and training and support from all stakeholders, including the government, business 

owners, and taxpayers. All parties must have access to the API and standards 

developed for the integration of blockchain with current tax systems, which calls for a 

well-defined legal framework. 

3) Regulatory and Legal Compliance Issues 

The laws controlling the application of blockchain technology in tax systems are 

frequently ambiguous or insufficient. There are currently insufficient laws in many 

nations to control the use of blockchain in relation to taxes since it is a relatively new 

and developing technology. It could be necessary to amend current tax laws in 

Indonesia as well as create new guidelines for privacy and the usage of digital data in 

order to apply blockchain technology to taxation. 



Dewi et al. / Jurnal Ilmiah Global Education 5 (4) (2024) 

The Potential of Blockchain Technology to Mitigate Tax Avoidance …  -  4040 

4) Privacy and Data Security Issues 

Strong encryption is used by blockchain to offer security; however, data privacy 

becomes a major concern when it comes to taxes. Certain tax information is extremely 

sensitive, including financial data about people and businesses. Concerns about the 

unintentional release of personal information may arise from the use of transparent 

blockchain. According to relevant personal data protection laws, including the GDPR 

in Europe, the use of blockchain technology in tax systems must guarantee that 

personal data is adequately protected. 

5) User Adoption and Rejection 

Users frequently oppose the adoption of new technologies, particularly if they are 

unfamiliar with blockchain technology. For instance, a lot of taxpayers in Indonesia 

might be accustomed to the conventional taxation system and worry about the 

intricacy or mistakes that could arise from utilizing a blockchain-based system. To 

operate and use this technology efficiently, taxpayers and tax officials must get 

extensive instruction and training. 

6) Costs of Implementation and Maintenance 

A large investment in software, hardware, and skilled labor is needed to integrate 

blockchain technology into the taxation system. Furthermore, the blockchain system 

has rather high maintenance expenses, particularly when it comes to the requirement 

to preserve data confidentiality and integrity. Despite the substantial long-term 

advantages, if the initial implementation costs are too high, many nations and 

businesses would be hesitant to engage in this technology. 

Based on the abovementioned findings, Indonesia could modernize tax administration by 

implementing blockchain technology. The technology can enhance Indonesian tax 

administration, with an emphasis on the system's capacity for efficiency and transparency in tax 

collecting and reporting. However, because this technology produces a more accurate and secure 

reporting system and offers transparency in all business and tax transactions, it can protect tax 

avoidance in Indonesia. 

Blockchain technology is being incorporated into the tax systems of a number of ASEAN 

nations to improve accuracy, efficiency, and transparency. But in most nations, its use is still 

restricted to the experimental, testing, or pilot project phase. In terms of blockchain adoption, 

Singapore, Thailand, and Malaysia are the most developed ASEAN nations. Other nations, such 

as Vietnam, the Philippines, and Indonesia, are also very interested in developing this technology, 

albeit at a slower pace than those nations. Blockchain technology has great potential in the 

ASEAN region, but many nations still face infrastructure, regulatory, and skill-related barriers. 

Below are the developments of blockchain technology in ASEAN. 

Singapore is a leader in the ASEAN area regarding the use of blockchain technology, 

notably in the tax industry. The Singaporean government's Inland Revenue Authority of 

Singapore (IRAS) has created and tested several blockchain-based solutions in an effort to 

improve the effectiveness of tax administration. Blockchain enables more transparent verification 

of business-government transactions and lowers the possibility of tax evasion. The government of 

Singapore is also pushing the IT sector to implement blockchain advances more quickly, notably 
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in the taxation industry. The Monetary Authority of Singapore (MAS) started Project Ubin to 

investigate the application of blockchain technology to financial transactions and payment 

systems. In general, its rules encourage the advancement of blockchain technology and 

cryptocurrencies. 

Thailand has made use of blockchain, especially in the financial industry and to improve 

the transparency of government. In the area of taxes, Thailand has also started experimenting 

with blockchain technology. In an effort to improve efficiency and transparency, the Thai 

government is investigating the potential of implementing blockchain technology in tax 

administration. Blockchain's potential for tracking tax transactions and combating tax avoidance 

has been investigated through a number of pilot projects and trials. Blockchain technology is being 

investigated by Thailand in an effort to create a more transparent electoral process. Thailand is 

among the nations with pro-blockchain regulations since the SEC controls bitcoin use and initial 

coin offerings (ICOs). 

Malaysia is looking into using blockchain technology in the taxation industry to increase 

transparency and boost tax collection. The Malaysian government is working on blockchain 

technology through the Malaysian Digital Economy Corporation (MDEC) and other efforts, even 

if the complete adoption of blockchain in taxation has not yet been achieved. The application of 

smart contracts in blockchain technology is anticipated to guarantee tax compliance and speed up 

the tax reporting procedure. Blockchain technology is being applied in Malaysia for data 

management and the financial industry. Major Malaysian banks have joined together to 

investigate the application of blockchain technology to interbank payments through Project 2X. 

BNM is a bank that makes investments in the creation of payment systems that rely on blockchain 

technology. 

Blockchain is also being considered in the tax industry in Indonesia. While there hasn't 

been widespread adoption yet, Indonesia has started experimenting with blockchain technology 

in a number of tax administration-related areas. The use of blockchain technology to validate tax 

transactions and streamline the tax system's bureaucracy is one of the applications under testing. 

The potential application of blockchain technology to improve the effectiveness and transparency 

of the tax system has been the subject of numerous conversations and investigations by the 

Indonesian government. 

Vietnam has looked into using blockchain technology in its tax administration in an 

attempt to improve transparency and lessen tax evasion. Blockchain has a lot of promise for usage 

in financial transactions and tax reporting, but its implementation in Vietnam's tax system is still 

in the testing stage. 

The Philippines is likewise interested in using blockchain technology in the tax industry. 

A number of trials and studies have investigated the potential of this technology to improve 

transparency, prevent tax evasion, and streamline tax administration. Numerous small-scale 

blockchain initiatives have been implemented to validate transactions and lower tax report errors. 

Blockchain has not yet been extensively incorporated into the tax systems of a number of 

other ASEAN nations, including Brunei, Myanmar, Cambodia, and Laos. Nonetheless, given the 

speed at which technology is developing in this area, blockchain technology may soon be 

implemented in these nations' tax systems, particularly given Southeast Asia's growing support 

for technological innovation. 
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The integration of blockchain technology into ASEAN nations' tax systems has the 

potential to significantly improve tax management's accountability, efficiency, and transparency. 

Despite the fact that this technology is still relatively new and primarily in the testing or 

experimental phase, nations such as Singapore, Thailand, Malaysia, Indonesia, and Vietnam have 

already started to take significant measures to investigate and incorporate blockchain technology 

into their tax systems. Blockchain may eventually provide the solution to updating tax systems in 

the ASEAN region in the future.  

CONCLUSION 

The integration of blockchain technology into Indonesia's tax system has great potential for 

improving accountability, transparency, and efficiency. Through the provision of clear and 

unchangeable transaction records, this technology can reduce fraud and tax avoidance. Blockchain 

technology can be used to streamline administrative procedures, enhance tax reporting, and 

facilitate automation through smart contracts in Indonesia's tax system. This can lower human 

error and bureaucracy. Blockchain's Potential in Indonesia's Tax System: 1) Building Trust and 

Transparency; Blockchain technology makes it possible for tax transactions to be publicly recorded 

and instantly viewed by authorities. This will improve openness and lessen the possibility of tax 

avoidance or evasion, which is still an issue with the Indonesian tax system, 2) Efficiency Gains 

and Bureaucracy Reduction in Tax Administration; Blockchain makes it possible for smart 

contracts to automate the tax reporting, payment, and verification processes. This might speed up 

and increase the accuracy of tax collection while also cutting down on the time and expenses 

needed for tax administration, 3) Enhancing Tax Observance; Blockchain can increase tax 

compliance rates in Indonesia for both individuals and businesses by precisely tracking 

transactions. Tax authorities will be able to carry out more efficient audits and monitoring with 

this technology, 4) Implementation Challenges in Indonesia; Despite blockchain's enormous 

potential, Indonesia faces several obstacles in implementing it, including a lack of knowledge and 

training among industry participants and tax authorities, a lack of technological infrastructure, and 

the requirement to create regulations that encourage the adoption of this new technology. 

Several nations in ASEAN have begun integrating or testing blockchain technology into 

their tax systems; Singapore is the leader in this regard, having previously done so to improve 

efficiency and transparency. Thailand, Malaysia, and Vietnam are among the other nations that 

have started investigating the use of blockchain technology for taxation, but only at the 

experimental or pilot project phase. 

There is considerable potential for improving tax management's accuracy, efficiency, and 

transparency through the integration of blockchain technology into Indonesia's tax system. 

However, Indonesia has a number of issues to deal with, including inadequate infrastructure, a 

lack of knowledge about blockchain, and the requirement for laws that enable it. In this sense, 

Indonesia can take a cue from other ASEAN nations that are presently testing blockchain 

technology as well as Singapore, which has successfully applied it to taxation. Therefore, in order 

to fully utilize the potential of this technology and enhance the tax system overall, Indonesia must 

expedite the development of technological infrastructure, train tax authorities, and promulgate 

laws that facilitate the integration of blockchain technology. 
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