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ABSTRACT

This study examines the relationship between characteristic of the employer and MTD
compliance among employer in IRBM Sungai Petani Branch, Kedah using
Dependence Theory. This study aims to examine the characteristic of employer by
numbers of employee, location of employer and MTD calculation method as an
independent variable and MTD compliance as a dependent variable to measure the
MTD compliance among the employers from private sectors under IRBM Sungai
Petani Branch, Kedah to collect data, a total of 139 employers which has been audited
by IRBM on the year 2020 and self-administered questionnaires link were distributed
to IRBM (MTD) auditors by google form in terms of MTD compliance .Using the
Statistical Package for the Social Sciences (SPSS) version 20.0 analysis method, the
results of the hypothesis show that there is a positive and significant relationship
between characteristic of employer and MTD compliance. The overall findings show
that the numbers of employer, location of employer and MTD calculation method are
the main factors that attract MTD auditors.

Keywords: monthly tax deduction (MTD), MTD compliance, numbers of employee,
location of employer and MTD calculation method.
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ABSTRAK

Kajian ini mengkaji hubungan antara ciri-ciri majikan dengan pematuhan PCB dalam
kalangan majikan di LHDNM Cawangan Sungai Petani, Kedah menggunakan Teori
Pergantungan. Kajian ini bertujuan untuk mengkaji ciri majikan mengikut bilangan
pekerja, lokasi majikan dan kaedah pengiraan PCB sebagai pembolehubah tidak
bersandar dan pematuhan PCB sebagai pembolehubah bersandar untuk mengukur
pematuhan PCB dalam kalangan majikan sektor swasta di bawah LHDNM Cawangan
Sungai Petani, Kedah. untuk mengumpul data, sebanyak 139 majikan yang telah
diaudit oleh LHDNM pada tahun 2020 dan pautan soal selidik yang ditadbir sendiri
telah diedarkan kepada juruaudit LHDNM (MTD) melalui google form dari segi
pematuhan PCB .Menggunakan Pakej Statistik untuk Sains Sosial (SPSS) versi 20.0
kaedah analisis, hasil hipotesis menunjukkan terdapat hubungan yang positif dan
signifikan antara ciri majikan dengan pematuhan PCB. Dapatan keseluruhan
menunjukkan bahawa bilangan majikan, lokasi majikan dan kaedah pengiraan PCB
merupakan faktor utama yang menarik perhatian juruaudit PCB.

Kata kunci : potongan cukai bulanan (PCB), pematuhan PCB, bilangan pekerja, lokasi
majikan dan kaedah pengiraan PCB.
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CHAPTER ONE: INTRODUCTION

1.0 Introduction

As we know all countries have their own taxation system to generate revenue.
Countries including Canada, Austria, United Kingdom, Australia, Germany, India,
New Zealand, United States and Nigeria, have all adopted it widely. By this kind of
tax system, employees don't need to file a tax return because the government makes it
a point to consistently and for the current year to collect the appropriate amount of tax

on employment income. (Dr. Muzainahmansor, 2017)

Malaysia has used a technique known as Monthly Tax Deduction (MTD) becomes a
channel of tax collection in the system since 1994. MTD is a technique that helps
employees who otherwise would have to make lump sum tax payment at declaration

time. (IRBM, 2015).

Employers are required to collect tax using the MTD system to comply with Inland
Revenue Board of Malaysia's (IRBM) regulations. As a result, they deduct payroll
taxes from employees' salary and send them to the IRBM by the fifteen of the
following months. The method, which comprises tax deductions at source, was
developed as an administrative tool for IRBM as well as an anti-avoidance technique.

Making sure employers can effectively withhold taxes from employees is the goal.

The MTD is the final tax structure Malaysia implemented in 2014. As a result, starting
in the Year of Assessment (YA) 2014, employees could not be needed to file or
disclose personal tax returns, making the monthly tax deduction the only tax due.

(IRBM Website, FAQ Individual).



REFERENCES

Abidin, K. Z. (2017). Determinants of intention to use online Monthly Tax

Deduction (e-MTD) system. MASTER OF SCIENCE (INTERNATIONAL.

al, N. e. (2022). A Case Study: Inland Revenue Board of Malaysia (IRBM) In
Encouraging Malaysian to Pay Taxes. International Journal of Academic

Research in Business and Social Sciences.

Ali, E. M., Rahman, S. M., Baba, Z. S., & Muda, H. (2018). The Employees'
Awareness on the Monthly Zakat Deduction Scheme in Terengganu.

International Journal of Academic Research in Business and Social Sciences,

8(7), 999-1010.

Al-Mamun,, A., Entebang, H., Abu Mansor, S., & Rafique Yasser, Q. (2014). The
Impact of Demographic Factors on Tax Compliance Attitude and Behaviour

in Malaysia. Journal of Finance, Accounting and Management, 5(1), 109-

124.

Al-Zageba, M. A., Hamid, A. S., & Muhammad, 1. (2018). TAX COMPLIANCE OF
INDIVIDUAL TAXPAYERS. International Journal of Management and

Applied Science.

Andruss Library, H. (2023, Februari 24). Literature Review. Pennsylvania,

University of Pennsylvania, Bloomsburg .

Arlene, F. (2005). Conducting Research Literature Reviews. California.

Delke, V. (2015). The Resource Dependence Theory. Assessment and Evaluation as

a Contributing Theory for Supply Management .

63



Dr. Muzainahmansor. (2017). Compliance Cost under the Monthly Tax Deduction
(MTD) Scheme for Smes in Malaysia. Journal of Research in Business and

Management.

Emvula Shikalepo, E. (2020). Defining a Conceptual Framework in Educational

Research. International University of Management.

Fatt, C. K., & Sek Khin, W. E. (2011). A Study on Self-Assessment Tax System

Awareness in Malaysia. Australian Journal of Basic and Applied Sciences.

Ibrahim, I. L., Bidin, Z., Saad, N., & Mansor, M. (2018). Predicting the Intention to
Use Monthly Tax Deduction as Final Tax Among Malaysian Salaried
Taxpayers. Proceedings of the 5th International Conference on Accounting

Studies.

Ibrahim, I., Bidin, Z., Saad, N., & Mansor, M. (2021). Monthly Tax Deduction as
Final Tax. Webology, Volume 18, Special Issue on Management and Social

Media.

Idawati et al. (2019). Monthly Tax Deduction as a Final Tax: Is it a Good Choice?

1IUM Journal of Case Studies in Management:.

Isa, K. M. (2012). Corporate Taxpayers’ Compliance Variables under the Self-

Assessment System in Malaysia:. School of Economics and Finance.

Ismail, A. (2018). The influence of demographic factors, tax knowledge and tax

ethics on tax compliance among salaried taxpayers in Seremban.

J Pfeffer, & GR Salancik;. (2003). The external control of organizations: A resource

dependence perspective.

64



Kaur, G. (2016). Self-Assessment System of Taxation as a Challenge for India.

International Journal of Advanced Education and Research .

Kaur, P. (n.d.). Computer Based Payroll System Implementation For E-Governance

at Punjab Agricultural University.

Kaur, P., & Grover, D. (2012). Computer Based Payroll System Implementation for

E-Governance at Punjab Agricultural University.

Mohsin, M. 1., Lahsasna , A., & Ismail, E. (2011). Zakah from Salary and EPF:

Issues and Challenges . International Journal of Business and Social Science.

Muzainahmansor, D. (2017). Compliance Cost under the Monthly Tax Deduction
(MTD) Scheme for Smes in Malaysia. Journal of Research in Business and

Management.

Nory, N. S. S, Yasin, M. A. L., Alsagoff, S. A. S., & Bidin, R. (2022). Inland
Revenue Board of Malaysia (IRBM) In Encouraging Malaysian to Pay Taxes.

International Journal of Academic Research in Business and Social Sciences.

OECD Centre. (2007). SME Tax Compliance and Simplification. Retrieved from
Background note prepared by the OECD Centre for Tax Policy and

Administration.

Putu Widanaputra , A., Dwi Ratnadi, N., & Asmara Putra, 1. (2019). INTERNAL
AND EXTERNAL FACTORS AFFECTING TAXPAYER COMPLIANCE
OF TAX AMNESTY PARTICIPANTS. International Journal of Economics,

Commerce and Management.

65



Saini, G. K., & Jawahar, 1. (2019). The influence of employer rankings, employment
experience, and employee characteristics on employer branding as an

employer of choice. School of Management and Labour Studies.

Suet Ying, C., Tai Seng, W., & Min Khen, T. (2020). Determinants Of Monthly Tax
Deduction (MTD) Non-Compliance . Researchjournali’s Journal of

Management.

https://www.hasil.gov.my/en/individual/others/frequently-asked-question-

individual/

https://phl.hasil.gov.my/pdf/pdfam/Garis_Panduan Potongan Cukai Bulanan Di B
awah Kaedah Kaedah Cukai Pendapatan Potongan Daripada Saraan Pindaan 20

20.pdf

66



67

APPENDIX A



68



69



Universiti Utara Malaysia

70



1 I i
N m m | )
bhoR | MR _ MR . NINRCE
(L COBOND -~ OO | CAVATON | ONBLACE | ONROTD -~ o0r | Gl (OBLLAE | (OO0 _~ T0F |
LA WD | TR i | Tl W
I g o CERATA | AROL
i SR L 1 AL TGN AL
b o0 ST AL : A R AT |G WA
i oL e L AL G WA
f Lo A L L L [
B | )M DGRN MROL | AN NN DERY AL NIGAY AR
EMPLOYER [ 2018 2019 2020 | |[EMPLOYER[ 2018 2019 2020
Ef 1440000 | 14,400.00 E3
E2 240000  2509.16 E®
E3 : 200.00 E3
E4 : 200.00 E4
E5 20000 | 2,200.00 E35
E6 . 200.00 E36
E7 400.00 : E3T
ES 400.00 400.00 E38
E9 800.00 200.00 E39
E10 424451 | 391269 E40 -
E1f : 200.00 E41 200.00
E12 : 200.00 E42 600.00
E13 240000 | 1,400.00 E43 800.00 :
E14 200.00 200.00 E44 1,000.00[  2,200.00
E15 200.00 : E45 220000]  1600.00
E16 200.00 200.00 E46 - | 1600.00
E17 400.00 : E47 2,200.00 :
E18 400.00 | 1,400.00 E48 200.00 -
E19 : 200.00 E49 : 600.00
E20 - | 240000 E50 : 200.00
E21 800.00 400.00 E5 200.00 :
E2 200.00 - E52 600.00  2,200.00
E23 900.59 E53 200.00 :
E24 1,000.00 : E54 20000 200.00
E25 257869 986.52 E55 600.00]  600.00
E26 200.00 200.00 E56 1,20000[  400.00
E27 : : E5T 20000] 30941
E28 E58 341003] 253534
E29 E59 : 200.00
E30 E60 1,000.00[  1,400.00




NUNBER OF CONPOUNDS NUNBER CF COMPOUNDS HUMBER OF COMPOUNDS
EMPLOYER | 2018 2019 202000 |EMPLOYER| 2018 2019 A0 | |EWPLOYER| 2018 2019 200
61 - 20000 - | EY 2616.18] 256624 Ef1

£ 00000 803 ER 200000 60000 Ei22

E6 - | 220000 E9 400001 20000 Ef23

E64 200.00 E 80000] 20000 Ef24

i - 20000 Ed% 240000 - Ef2

66 400.00 - E% 240000 2.200.00 Ef2

Eé7 20000 - By 2400001 2400.00 Ef2

E6G 22280 2400.00 E%6 220000 2400.00 Ei2f

E69 1.400.00 - £ 200.00 - E12

£l 240000 | 60000 Ei0 2400001 1,000.00 EfX

£ 200000 240000 E1 240000 - Efd

£ 240000 600.00 Ef02 1,000.00 - Ef3

£ 1400001 240000 Ef03 400001 80000 Ef3

£l 240000 | 240000 Eil4 2400001 2400.00 EiH

ETs 0000 3030 Ef05 2400001 600.00 Ef3

ET6 - 600.00 E106 - | 1,000.00 Ef3

En 0000 20000 Ei07 2400001 2.400.00 EidT - -
E78 106584 22462 E108 2400001 2400.00 EI38 100000 240000
EN - 20000 Ef09 2400001 2400.00 Ef39 - -
E80 60000  2400.00 EHD - -

E81 200.00 - Efll 160000] 20000

ER - f00.00 Eff2 : §00.00

E63 400.00 - Ef13 -

E84 240000 80000 Eft4

E8h 20000 200.00 Efth

E86 - 600.00 Ef16

B8 0000 20000 Eff7

ES 00000 20000 Ef18

E89 - 200.00 Ef19

EN 240000 - EiA

72




Universiti Utara Malaysia

73



Universiti Utara Malaysia

74



Universiti Utara Malaysia

75



	FRONT MATTER
	COPYRIGHT PAGE
	TITLE PAGE
	CERTIFICATION
	PERMISSION TO USE
	ABSTRACT
	ABSTRAK
	ACKNOWLEDGEMENT
	TABLE OF CONTENT
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS

	MAIN CHAPTER
	CHAPTER ONE: INTRODUCTION
	1.0 Introduction
	1.1 Background
	1.2 Problem Statement
	1.3 Research Questions
	1.4 Research Objectives
	1.5 Significance of the Study
	1.6 Limitations of the study
	1.7 Organization of the Project Paper

	CHAPTER TWO: LITERATURE REVIEW
	2.0 Introduction
	2.1 Monthly Tax Deduction (MTD) In Malaysia
	2.2 Concept of Monthly Tax Deduction (MTD) as Final Tax
	2.2.1 Responsibility of employees
	2.2.2 Responsibility of employer in MTD compliance

	2.3 Overview of MTD Online System in Malaysia
	2.3.1 Benefits of the e-MTD System
	2.3.2 Benefits to Employer
	2.3.3 Benefits to IRBM

	2.4 Main characteristic of employer in MTD compliance
	2.4.1 Number of employees
	2.4.2 Location of employers
	2.4.3 MTD calculation method

	2.5 Submission and Monthly Tax Deduction (MTD) Payment
	2.6 Other factor of employer in MTD compliance
	2.6.1 Mandatory Contribution
	2.6.2 Option of deduction

	2.7 Resource Dependence Theory
	2.8 The importance of Employer’s Characteristic in MTD Compliance
	2.9 Summary

	CHAPTER THREE: METHODOLOGY
	3.0 Introduction
	3.1 Research Framework
	3.2 Hypotheses Development
	3.3 Research Method
	3.4 Data Descriptions and Variables Explanation
	3.4.1 Dependent Variable - MTD compliance
	3.4.2 Characteristic of Employer

	3.5 Data Collection
	3.5.1 Sampling
	3.5.2 Data Collection Procedures

	3.6 Data Analysis
	3.6.1 Descriptive Analysis
	3.6.2 Multiple Regression Analysis

	3.7 Summary

	CHAPTER FOUR: RESULTS AND DISCUSSION
	4.0 Introduction
	4.1 Preliminary Analysis
	4.2 Actual Data Collection
	4.3 Multiple Regression Analysis Results
	4.4 Discussion of hypotheses testing
	4.5 Summary

	CHAPTER FIVE: CONCLUSION AND RECOMMENDATION
	5.0 Introduction
	5.1 Summary of the study
	5.2 Limitation
	5.3 Discussion of Results
	5.4 Recommendations
	5.3 Conclusion

	REFERENCES
	APPENDIX




