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ABSTRACT

E-filing services were introduced by the Inland Revenue Board of Malaysia (IRBM),
ushering in a new era of tax administration effectiveness as users gained the ability to submit
their tax return forms electronically through internet-based platforms. Despite the availability
of e-filing services since 2004, a noteworthy challenge persists as a substantial number of
users, especially among Small and Medium-sized Enterprises (SMEs), continue to exhibit
limited familiarity with the electronic filing system, highlighting the ongoing need for
awareness and education on this digital tax compliance. The present study utilizes the
Technology Acceptance Model (TAM) framework to evaluate the diffusion of e-filing for tax
compliance among SMEs in the context of Malaysia, incorporating perceived ease of use,
perceived usefulness, and digital tax compliance as key elements. Three hypotheses were
tested in this study. Data were collected from 172 owner of SMEs on their perspectives (86%
of response rate) related of willingness to utilise e-filing as a method of complying with focus
in Selangor using an online survey. Statistical Package for Social Science (SPSS) were used
to analyse the data. Overall, the findings underscored the pivotal role of user-friendly
systems, perceived benefits, and digital transformation in promoting the adoption of digital
tax compliance solutions among small firms in Malaysia, emphasizing the positive impact of
digitalization on SMEs' intention to adopt e-filing while highlighting the need for improved
user experience and interface design to further enhance willingness to embrace e-filing for
tax compliance. IRBM is suggest enhancing the E-filing system with a dedicated SME site,
immediate customer assistance, and a user-friendly mobile application is crucial for
promoting widespread adoption and ensuring user-friendliness.

Keywords: Technology Acceptance Model (TAM), E-filing, Small and medium-sized
enterprises (SMEs), Digital tax compliance.
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ABSTRAK

Perkhidmatan e-filing diperkenalkan oleh Lembaga Hasil Dalam Negeri Malaysia
(LHDNM), membawa kepada era baharu dalam pengurusan cukai apabila pengguna
memperoleh keupayaan untuk menyerahkan borang nyata cukai mereka secara elektronik
melalui platform berasaskan internet. Walaupun terdapat perkhidmatan e-filing sejak 2004,
cabaran yang perlu diberi perhatian berterusan apabila sebilangan besar pengguna,
terutamanya dalam kalangan Perusahaan Kecil dan Sederhana (PKS), masih memiliki
keterbatasan pengetahuan tentang sistem pemfailan elektronik, menunjukkan perlunya
kesadaran dan pendidikan yang berlanjutan tentang pematuhan cukai digital. Kajian ini
menggunakan rangka kerja Model Penerimaan Teknologi (TAM) untuk menilai penyebaran
e-filing bagi pematuhan cukai dalam kalangan PKS dalam konteks Malaysia,
menggabungkan persepsi tanggapan kebergunaan, tanggapan mudah diguna, dan
pematuhan cukai digital sebagai elemen utama. Tiga hipotesis telah diuji dalam kajian ini.
Data dikumpul daripada 172 pemilik PKS mengenai perspektif mereka (86% daripada kadar
maklum balas) berkaitan kesediaan para pengguna untuk menggunakan e-filing fokus kepada
PKS di Selangor dengan menggunakan tinjauan dalam talian. Pakej Statistik untuk Sains
Sosial (SPSS) digunakan untuk menganalisis data. Secara keseluruhannya, sistem mesra
pengguna, mudah diguna, dan transformasi digital memainkan peranan penting dalam
menggalakkan penggunaan dan pematuhan cukai digital dalam kalangan firma kecil di
Malaysia. Hal in akan memberikan kesan positif terhadap sistem pendigitalan dalam
kalangan PKS untuk menggunakan e-filing dengan menekankan keperluan untuk menambah
baik reka bentuk sistem e-filing bagi pematuhan peraturan cukai. LHDNM dicadangkan
untuk mempertingkatkan sistem e-filing dengan menambah perkhidmatan bantuan segera
kepada pengguna dan aplikasi mudah alih mesra pengguna bagi mempromosikan
penggunaan yang meluas dan mesra pengguna.

Kata kunci: Model Penerimaan Teknologi (TAM), E-filing, Perusahaan kecil dan sederhana
(PKS), pematuhan cukai digital
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CHAPTER 1

INTRODUCTION

1.1 Introduction
The chapter begins with an explanation of the study's background and proceeds to a review of

the primary contextual material relating to the research question. As a result, the current
chapter presents a more detailed explication of the research's issue statements. The research
questions, goals, scope of study, research importance, research motivation, and research

limits are then defined.

1.2 Background of Study

Integrating and deploying information systems (IS) inside the government sector,
especially in developing nations, has become critical in the modern day. Recognising the
strategic requirement of modern information technology, governments throughout the globe
are undertaking a paradigm change towards digital governance. This transition is
distinguished by the recognition that harnessing information technology may considerably
increase operational efficiency, transparency, and service delivery, hence boosting overall

socioeconomic growth.

The focus on electronic filing (E-filing) systems in tax administration appears as a
significant component of the wider digitization goal in this shifting environment. E-filing
stands out as a cornerstone in governments' efforts to simplify tax compliance procedures,
offering a technologically sophisticated and user-friendly method for people and enterprises
to complete their tax duties (Kumar et al. 2018). Within this context, a focused analysis of e-
filing procedures among small and medium-sized firms (SMEs) in emerging economies such

as Malaysia becomes especially relevant.

Figure 1.1

Interface of e-filling system by IRBM
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QUESTIONNAIRE

ASSESSING THE DIFFUSION OF E-FILING FOR TAX COMPLIANCE AMONG

SMALL AND MEDIUM ENTERPRISES (SMEs) IN MALAYSIA

Dear participant,

This questionnaire is designed to study about the Diffusion of E-Filing for Tax Compliance
Among Small and Medium Enterprises (SMEs) in Malaysia. Your participant is highly
appreciated.

This study is conducted as a partial fulfilment for my Master of Science (International
Accounting). The information you provide for the purpose of this study will be kept
STRICTLY CONFIDENTIAL and for the academic purpose only.

Your input is highly valued. Thank you very much for your time and cooperation.

Y ours sincerely,

Nuraisyah Fitrie binti Abdullah (@ Abd Jalil
Master of Science (International Accounting)
Universiti Utara Malaysia

nuraisyah_fitrie2@cob.uum.edu.my/ 011-29637745
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SECTION A: DEMOGRAPHIC INFORMATION
Please tick (V) in the box provided.

Type of the business Automotive

Construction

Electrical

Entertainment

Food & Beverages

Healthcare

Hospitality

Manufacturing

How many years has your business been in | 1 to 5 years

ion?
operation’ 6 to 10 years

11 to 15 years

16 to 20 years

21 to 25 years

26 to 30 years

31 years ad above

Age 18 to 26 years old

27 to 42 years old

43 to 58 years old

59 years old or older

Highest level of education completed High School (e.g., SPM, PMR)

Diploma

Master's Degree

Doctoral Degree

Did you used e-filing to declare your No

Income Tax?
Yes

SECTION B: [INFLUENCING FACTOR TOWARD E-FILLING SYSTEM
ADOPTION

Based on the scale given below, please tick (V) in the box if you think appropriate for each
item.
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Strongly Disagree Neutral Agree Strongly agree
disagree
Perceived Ease of Use
Questions 1 3 4 5
1. The e-filing system is easy to understand.
2. Learning to use the e-filing system is effortless.
3. Interacting with the e-filing system is clear and
straightforward.
4. Using the e-filing system requires very little effort.
5. Overall, the e-filing system is user-friendly
Perceived Usefulness
Questions 1 3 4 5
6. The e-filing system enhances my tax filing process.
7. Using the e-filing system saves me time when filing
taxes.
8. The e-filing system improves the accuracy of my tax
submissions.
9. I find the e-filing system beneficial for my business.
10. | The e-filing system is valuable for managing tax-
related tasks.
Digital Tax Compliance
Questions 1 3 4 5
11. | I believe that adopting digital tax compliance methods
is essential for SMEs in the business.
12. | Digital tax compliance helps in keeping financial
records organized.
13. | Using digital methods for tax compliance is efficient.
14. | Digital tax compliance reduces the risk of errors in tax
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reporting.

15. | The government's encouragement of digital tax
compliance is a positive step.

SME Intention towards Adoption of E-filing

Questions 1 2 3 4 5

16. |1 intend to use the e-filing system for my tax
compliance needs.

17. | I am likely to adopt the e-filing system in the near
future.

18. | I am motivated to explore e-filing as a tax compliance
method.

19. |1 have a strong intention to use e-filing for tax
submissions.

20. Please share your views on how the e-filing system for SMEs can be improved in the
future.
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Demoqgraphic Analysis

Frequency Table
Type of the business
Cumulative
Frequency Percent Valid Percent Percent
Valid  Automotive 24 14.0 14.0 14.0
Construction 22 12.9 12.9 26.9
Electrical 26 15.2 15.2 42.1
Entertainment 15 8.8 8.8 50.9
Food & Beverages 27 15.8 15.8 66.7
Healthcare 14 8.2 8.2 74.9
Hospitality 21 12.3 12.3 87.1
Manifaturing 22 12.9 12.9 100.0
Total 171 100.0 100.0
How many years has your business been in operation?
Cumulative
Frequency Percent Valid Percent Percent
Valid 1 10 5.8 5.8 5.8
2 19 111 111 17.0
3 20 11.7 11.7 28.7
4 19 111 11.1 39.8
5 9 5.3 53 45.0
6 7 4.1 4.1 49.1
7 6 3.5 3.5 52.6
8 6 3.5 3.5 56.1
9 8 4.7 4.7 60.8
10 12 7.0 7.0 67.8
11 3 1.8 1.8 69.6
12 1 .6 .6 70.2
13 3 1.8 1.8 71.9
14 4 2.3 2.3 74.3
15 4 2.3 2.3 76.6
16 2 1.2 1.2 77.8
17 4 2.3 2.3 80.1
18 2 1.2 1.2 81.3
19 1 .6 .6 81.9
20 7 4.1 4.1 86.0
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21 3 1.8 1.8 87.7

22 1 .6 .6 88.3

25 4 2.3 2.3 90.6

26 2 1.2 1.2 91.8

27 1 .6 .6 924

28 1 .6 .6 93.0

29 2 1.2 1.2 94.2

30 3 1.8 1.8 95.9

31 1 .6 .6 96.5

32 1 .6 .6 97.1

33 1 .6 .6 97.7

34 2 1.2 1.2 98.8

35 1 .6 .6 99.4

37 1 .6 .6 100.0

Total 171 100.0 100.0

Years Operation
Cumulative
Frequency Percent Valid Percent Percent

Valid 1to5years 7 45.0 45.0 45.0

6 to 10 years 39 22.8 22.8 67.8

11 to 15 years 15 8.8 8.8 76.6

16 to 20 years 16 9.4 9.4 86.0

21to 25 years 8 4.7 4.7 90.6

26 to 30 years 9 53 53 95.9

31 years ad above 7 4.1 4.1 100.0

Total 171 100.0 100.0

What is your age?
Cumulative
Frequency Percent Valid Percent Percent

Valid  18-26 35 20.5 20.5 20.5

27-42 59 345 345 55.0

43-58 47 27.5 27.5 82.5

59 or older 30 17.5 17.5 100.0

Total 171 100.0 100.0

What is your highest level of education completed?
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Cumulative
Frequency Percent Valid Percent Percent
Valid Diploma 63 36.8 36.8 36.8
Doctoral Degree 12 7.0 7.0 43.9
High School (e.g., SPM,
PMR) 77 45.0 45.0 88.9
Master's Degree 19 11.1 11.1 100.0
Total 171 100.0 100.0
Did you used e-filing to declare your Income Tax
Cumulative
Frequency Percent Valid Percent Percent
Valid No 22 12.9 12.9 12.9
Yes 149 87.1 87.1 100.0
Total 171 100.0 100.0
Factor analysis (KMO bartlett)
KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Py
Adequacy.
Bartlett's Test of Approx. Chi-Square 2643.486
Sphericity df 171
Sig. .000

Reliability Analysis

Scale: Perceived Ease of Use

Case Processing Summary
N %
Cases Valid 171 100.0
Excluded? 0 .0
Total 171 100.0

a. Listwise deletion based on all variables in the

procedure.
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Reliability Statistics

Cronbach's
Alpha N of ltems
.948 5
Item-Total Statistics
Scale Mean Scale Corrected Cronbach's
if Item Variance if ltem-Total | Alpha if Item
Deleted Item Deleted | Correlation Deleted
B1-The e-filing system
is easy to understand. 1364 28325 802 936
B2-Learning to use the
e-filing system is 13.64 25.690 .890 .931
effortless
B3-Interacting with the
e-filing system is clear 13.61 28.191 .837 .940
and straightforward.
B4-Using the e-filing
system requires very 13.96 27.022 .855 .937
little effort.
B5-Overall, the e-filing
system is user-friendly. B 28180 855 o’
Scale: Perceived Usefulness
Case Processing Summary
N %
Cases Valid 171 100.0
Excluded? 0 .0
Total 171 100.0

a. Listwise deletion based on all variables in the

procedure.

Reliability Statistics

Cronbach's

Alpha N of Items

.786 5
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Iltem-Total Statistics

Scale Mean Scale Corrected Cronbach's
if Item Variance if Iltem-Total | Alpha if ltem
Deleted Item Deleted | Correlation Deleted
C1-The e-filing system
enhances my tax filing 16.24 12.948 .034 .893
process.
C2-Using the e-filing
system saves me time 16.23 9.130 .694 .705
when filing taxes.
C3-The e-filing system
improves the accuracy 16.43 8.940 .706 .699
of my tax submissions.
C4-I find the e-filing
system beneficial for 16.46 9.038 .718 .697
my business.
C5-The e-filing system
is valuable for
managing tax-related 16.35 7.688 779 .663
tasks
Scale: Digital Tax Compliance
Case Processing Summary
N %
Cases Valid 171 100.0
Excluded? 0 .0
Total 171 100.0
a. Listwise deletion based on all variables in the
procedure.
Reliability Statistics
Cronbach's
Alpha N of Items
.902 5
Item-Total Statistics
Scale Mean Scale Corrected Cronbach's
if Item Variance if Iltem-Total | Alpha if Item
Deleted Item Deleted | Correlation Deleted
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D1-I believe that
adopting digital tax

compliance methods is 15.15 17.196 .629 .905
essential for SMEs in
the business.
D2-Digital tax
compliance helps in
keeping financial 15.38 15.508 775 .876
records organized.
D3-Using digital
methods for tax 15.43 16.718 .750 .883
compliance is efficient.
D4-Digital tax
compliance reduces
the risk of errors in tax 1536 13468 802 857
reporting.
D5-The government's
encouragement of
digital tax compliance e o477 783 874
is a positive step.
Scale: SME Intention towards Adoption of E-filing
Case Processing Summary
N %
Cases Valid 171 100.0
Excluded? 0 .0
Total 171 100.0
a. Listwise deletion based on all variables in the
procedure.
Reliability Statistics
Cronbach's
Alpha N of Items
918 4
Item-Total Statistics
Scale Mean Scale Corrected Cronbach's
if Item Variance if ltem-Total | Alpha if Item
Deleted Item Deleted | Correlation Deleted
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E1-l intend to use the
e-filing system for my 10.95 12.880 .807 .896
tax compliance needs.
E2-1 am likely to adopt
the e-filing system in 10.87 11.230 .847 .884
the near future.
E3-1 am motivated to
explore e-filing as a tax 10.78 13.915 .746 917
compliance method.
E4-1 have a strong
intention to use e-filing 10.91 11.662 .871 .873
for tax submissions.
Normality Analysis
Explore
Case Processing Summary
Cases
Valid Missing Total
N Percent N Percent N Percent
Perceived Ease of Use 171 100.0% 0.0% 171 100.0%
Perceived Usefulness 171 100.0% 0.0% 171 100.0%
Digital Tax Compliance 171 100.0% 0 0.0% 171 100.0%
SME Intention towards
Adoption of E-filing 171 100.0% 0 0.0% 171 100.0%
Descriptives
Statistic Std. Error
Perceived Ease of Use Mean 3.4222 .09958
95% Confidence Interval for Lower Bound 3.2256
Mean Upper Bound 3.6188
5% Trimmed Mean 3.4573
Median 4.2000
Variance 1.696
Std. Deviation 1.30221
Minimum 1.20
Maximum 5.00
Range 3.80
Interquartile Range 2.60
Skewness -.444 .186
Kurtosis -1.609 .369
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Perceived Usefulness Mean 4.0854 .05756

95% Confidence Interval for Lower Bound 3.9718

Mean Upper Bound 4.1990

5% Trimmed Mean 4.1523

Median 4.4000

Variance .567

Std. Deviation .75269

Minimum 1.40

Maximum 5.00

Range 3.60

Interquartile Range .60

Skewness -1.558 .186

Kurtosis 1.516 .369
Digital Tax Compliance Mean 3.8363 .07477

95% Confidence Interval for Lower Bound 3.6887

Mean Upper Bound 3.9839

5% Trimmed Mean 3.8964

Median 4.2000

Variance .956

Std. Deviation .97780

Minimum 1.60

Maximum 4.80

Range 3.20

Interquartile Range 1.60

Skewness -1.046 .186

Kurtosis -.519 .369
SME Intention towards Mean 3.6257 .08864
Adoption of E-filing 95% Confidence Interval for  Lower Bound 3.4507

Mean Upper Bound 3.8007

5% Trimmed Mean 3.6781

Median 4.2500

Variance 1.344

Std. Deviation 1.15916

Minimum 1.00

Maximum 5.00

Range 4.00

Interquartile Range 2.25

Skewness -.904 .186

Kurtosis -.804 .369
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Descriptive Analysis

Descriptive Statistics

89

N Mean Std. Deviation
Perceived Ease of Use 171 3.4222 1.30221
B1-The e-filing system is
171 3.47 1.339
easy to understand.
B2-Learning to use the e-
171 3.47 1577
filing system is effortless
B3-Interacting with the e-
filing system is clear and 171 3.50 1.382
straightforward.
B4-Using the e-filing system
) ) 171 3.15 1.482
requires very little effort.
B5-Overall, the e-filing
) ) 171 3.53 1.360
system is user-friendly.
Perceived Usefulness 171 4.0854 .75269
C1-The e-filing system
enhances my tax filing 171 4.19 .988
process.
C2-Using the e-filing system
saves me time when filing 171 4.20 974
taxes.
C3-The e-filing system
improves the accuracy of my 171 4.00 1.000
tax submissions.
C4-1 find the e-filing system
o ) 171 3.96 .970
beneficial for my business.
C5-The e-filing system is
valuable for managing tax- 171 4.08 1.178
related tasks
Digital Tax Compliance 171 3.8363 .97780
D1-I believe that adopting
digital tax compliance
) ] 171 4.04 1.068
methods is essential for
SMEs in the business.
D2-Digital tax compliance
helps in keeping financial 171 3.80 1.156
records organized.
D3-Using digital methods for
) ) o 171 3.75 1.006
tax compliance is efficient.
D4-Digital tax compliance
reduces the risk of errors in 171 3.82 1.358
tax reporting.




D5-The government's
encouragement of digital tax
compliance is a positive
step.

SME Intention towards
Adoption of E-filing

E1-1 intend to use the e-filing
system for my tax
compliance needs.

E2-1 am likely to adopt the e-
filing system in the near
future.

E3-1 am motivated to explore
e-filing as a tax compliance
method.

E4-1 have a strong intention
to use e-filing for tax
submissions.

Valid N (listwise)

171

171

171

171

171

171

171

3.78

3.6257

3.55

3.63

3.73

3.60

1.152

1.15916

1.228

1.443

1.133

1.349
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Correlation Analysis

Correlations

SME Intention

towards
Perceived Ease Perceived Digital Tax Adoption of E-
of Use Usefulness Compliance fiIing
Perceived Ease of Use Pearson Correlation 1 .208™ 194" .230™
Sig. (2-tailed) .006 011 .002
N 171 171 171 171
Perceived Usefulness Pearson Correlation .208" 1 782" .593"
Sig. (2-tailed) .006 .000 .000
N 171 171 171 171
Digital Tax Compliance Pearson Correlation 194 782" 1 724"
Sig. (2-tailed) 011 .000 .000
N 171 171 171 171
SME Intention towards Pearson Correlation .230" .593" 724”7 1
Adoption of E-filing Sig. (2-tailed) .002 .000 .000
N 171 171 171 171

**_Correlation is significant at the 0.01 level (2-tailed).

*, Correlation is significant at the 0.05 level (2-tailed).
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