
The copyright © of this thesis belongs to its rightful author and/or other 

copyright owner. Copies can be accessed and downloaded for non-commercial 

or learning purposes without any charge or permission. The thesis cannot be 

reproduced or quoted as a whole without permission from its rightful owner. No 

alteration or changes in format is allowed without permission from its rightful 

owner. 

 
  



CHALLENGES IN ADOPTION OF E-INVOICING IN  
NORTHERN SMES IN MALAYSIA 

 
 
 
 
 
 
 
 
 
 

NOOR DASRUBEENA SHUKRIA BINTI ABDUL SHUKUR 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

MASTER OF SCIENCE  
(INTERNATIONAL ACCOUNTING)  
UNIVERSITI UTARA MALAYSIA  

MARCH 2025 
 
 
 

 
 
  



CHALLENGES IN ADOPTION OF E-INVOICING IN 
NORTHERN SMES IN MALAYSIA 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
By: 

NOOR DASRUBEENA SHUKRIA  
BINTI ABDUL SHUKUR 

 
 
 
 
 
 
 
 
 

 

 

 
Thesis Submitted to 

Tunku Puteri Intan Safinaz School of Accountancy 

Universiti Utara Malaysia 

In Partial Fulfilment of the Requirement for the Master of Science 

(International Accounting)







 ii 

PERMISSION TO USE 

 

 
In presenting this project paper in partial fulfillment of the requirements for a Post 

Graduate degree from the Universiti Utara Malaysia (UUM), I agree that the library 

of this university may make it freely available for inspection. I further agree that 

permission for copying this project paper in any manner, in whole or in part, for 

scholarly purposes may be granted by my supervisor(s) or, in their absence, by the 

Dean of Tunku Puteri Intan Safinaz School of Accountancy (TISSA) where I did my 

project paper. It is understood that any copying or publication or use of this project 

paper or parts of it for financial gain shall not be allowed without my written 

permission. It is also understood that due recognition shall be given to me and the 

UUM for any scholarly use which may be made of any material in my project paper. 

Request for permission to copy or to make other use of materials in this project paper 

in whole or in part should be addressed to: 

 
 
 
 
 

 
Dean of Tunku Puteri Intan Safinaz School of Accountancy 

Universiti Utara Malaysia 

06010 UUM Sintok 

Kedah Darul Aman 



iii 
 

ABSTRACT 

Small and medium-sized businesses (SMEs) in Malaysia are crucial to the 
nation's economy, making up more than a third of the GDP. However, they face 
significant challenges because they need to start using electronic invoicing (e-
invoicing) by 2027. This requirement is particularly difficult for businesses in 
Northern Malaysia. While e-invoicing can improve tax compliance, efficiency, 
and business transparency, many SMEs find it hard to adopt due to a lack of 
understanding. Research has identified several hurdles that SMEs encounter in 
adopting e-invoicing. These include financial issues, regulatory complexities, 
technological readiness, human resistance, and perceptions of complexity. To 
gather insights, a survey collected data from SME owners, financial officers, 
and accountants from regions such as Kedah, Perlis, and Penang. The study 
highlights those insufficient financial resources, confusion regarding 
regulations, limited access to IT infrastructure, and resistance to change are 
significant barriers. Moreover, many SMEs perceive e-invoicing as complicated 
and hard to integrate, which slows down its adoption. On the other hand, when 
SMEs are technologically prepared and view e-invoicing as beneficial and user-
friendly, they are more inclined to adopt it. For successful implementation of e-
invoicing, comprehensive support is needed. This includes government 
incentives, improvements in digital infrastructure, training programs, and 
simplified regulatory guidelines. These findings offer valuable insights for 
policymakers, tax authorities, software providers, and SME owners, seeking to 
facilitate digital transformation and ensure smooth compliance with Malaysia’s 
e-invoicing mandate. 
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ABSTRAK 

Perusahaan kecil dan sederhana (PKS) di Malaysia merupakan tunjang penting 
kepada ekonomi negara, menyumbang lebih daripada satu pertiga kepada 
Keluaran Dalam Negara Kasar (KDNK). Namun, PKS kini berdepan cabaran 
besar apabila kerajaan mewajibkan penggunaan sistem e-invoicing menjelang 
tahun 2027. Keperluan ini ternyata lebih mencabar bagi perniagaan yang 
beroperasi di wilayah Utara Malaysia. Walaupun sistem e-invoicing dapat 
meningkatkan pematuhan cukai, kecekapan operasi dan ketelusan perniagaan, 
ramai usahawan PKS masih bergelut untuk memahami dan menyesuaikan diri 
dengan perubahan ini. Hasil kajian mendapati beberapa halangan utama yang 
menghambat proses pelaksanaan e-invoicing dalam kalangan PKS. Antaranya 
termasuk isu kewangan, peraturan yang kompleks, tahap kesediaan teknologi 
yang rendah, penolakan daripada aspek sumber manusia serta persepsi bahawa 
sistem ini rumit dan sukar diguna pakai. Bagi mendapatkan gambaran yang 
lebih jelas, kaji selidik telah dijalankan melibatkan pemilik perniagaan, pegawai 
kewangan dan akauntan dari negeri Kedah, Perlis dan Pulau Pinang. Dapatan 
menunjukkan bahawa kekurangan sumber kewangan, kekeliruan terhadap garis 
panduan peraturan, kekangan akses kepada infrastruktur teknologi maklumat, 
dan keengganan menerima perubahan menjadi antara punca utama kelewatan 
dalam pematuhan. Malah, ramai yang melihat sistem e-invoicing sebagai sukar 
untuk diintegrasikan ke dalam operasi sedia ada. Sebaliknya, PKS yang lebih 
bersedia dari segi teknologi dan mempunyai pandangan positif terhadap 
kemudahan dan manfaat sistem ini menunjukkan kecenderungan lebih tinggi 
untuk melaksanakannya. Justeru, bagi memastikan pelaksanaan e-invoicing 
berjaya, sokongan menyeluruh amat diperlukan termasuk insentif daripada 
kerajaan, penambahbaikan infrastruktur digital, program latihan khusus, serta 
penyediaan garis panduan yang lebih jelas dan mudah difahami. Penemuan ini 
memberi panduan penting kepada pembuat dasar, pihak berkuasa cukai, 
pembangun perisian, serta komuniti PKS dalam mempercepatkan transformasi 
digital dan memastikan pematuhan yang lancar terhadap dasar negara. 

 
 

Kata kunci: E-Invoicing; Perusahaan Kecil dan Sederhana; Pematuhan 
Peraturan; Penerimaan Teknologi; Transformasi Digital 
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CHAPTER 1  

INTRODUCTION 

1.0 Introduction 

 
The growth of digital technologies has brought rapid changes in most business 

processes and practices, including the way these organizations maintain their 

invoicing systems. Governments worldwide are progressively mandating 

electronic invoicing (e-invoicing) to improve tax compliance, operational 

efficiency, and financial transparency (PwC Malaysia, 2024).  

E-invoicing, also known as electronic invoicing, refers to the process of 

electronically sending, receiving, and processing invoices automatically 

between customer and supplier organizations and tax administrations in a 

structured electronic invoice format. The technique will replace paper-based 

invoicing in which information will be conveyed much more accurately, while 

everything regarding the whole invoicing process is transparent. Apart from 

this, e-invoicing decreases administrative burdens, which may even enable 

organizations to save up to 80% on processing costs (Hesami, Jenkins, & 

Jenkins, 2024).  

In Malaysia, the government has announced that e-invoicing will be mandatory 

by 2027, aligning with global efforts to digitize taxation and financial reporting 

(Lembaga Hasil Dalam Negeri Malaysia, 2023). The implementation of e-

invoicing is expected to streamline business transactions, enhance tax 

enforcement, and promote digital adoption. While large corporations may 

transition seamlessly, small and medium-sized enterprises (SMEs), which 

account for 97.4% of all businesses in Malaysia and contribute approximately 
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APPENDIX  

APPENDIX A: Research Questionnaire 

Section A: Demographic Information  

1.Name of Business / Nama Perniagaan:  

2.Business Industry / Industri Perniagaan: 

3.Number of Employees / Bilangan Pekerja: 

4.Location of Business / Lokasi Perniagaan: 

a.Penang 

b.Kedah 

c.Perlis 

5.Is your business currently using an e-invoicing system? / Adakah perniagaan 

anda sedang menggunakan sistem e-invois? 

a.Yes/Ya 

b. No/Tidak 

Section B: Financial Constraints  

1 2 3 4 5 
Strongly 
Disagree 

Disagree Neutral Agree Strongly Agree 

1 The cost of implementing e-
invoicing is too high for my 
business. 

1 2 3 4 5 

2 We lack financial resources to 
upgrade our accounting systems 
for e-invoicing. 

1 2 3 4 5 

3 Government financial incentives 
for e-invoicing adoption are 
insufficient. 

 

1 2 3 4 5 



115 
 

 

 

Section C: Regulatory Complexity 

1 2 3 4 5 
Strongly 
Disagree 

Disagree Neutral Agree Strongly Agree 

 

 

 

 

 

 

 

 

 

 

Section D: Technological Readiness 

1 2 3 4 5 
Strongly 
Disagree 

Disagree Neutral Agree Strongly Agree 

4 The long-term financial benefits of 
e-invoicing do not justify the 
costs. 

1 2 3 4 5 

1 The government’s e-invoicing 
regulations are complex and 
difficult to understand. 

1 2 3 4 5 

2 Our business lacks guidance on 
how to comply with mandatory e-
invoicing requirements. 

1 2 3 4 5 

3 The process of integrating e-
invoicing with tax compliance is 
burdensome. 

1 2 3 4 5 

4 There is a lack of training 
provided by authorities on e-
invoicing compliance. 

1 2 3 4 5 

1 Our business has the necessary IT 
infrastructure to implement e-
invoicing. 

1 2 3 4 5 

2 We have stable internet access to 
support e-invoicing. 

1 2 3 4 5 

3 Our existing accounting software is 
compatible with e-invoicing 
systems. 

1 2 3 4 5 
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Section E: Human Resistance 

1 2 3 4 5 
Strongly 
Disagree 

Disagree Neutral Agree Strongly Agree 

 

 

 

 

 

 

 

 

 

 

Section F: Perceived Usefulness and Perceived Ease of Use 

1 2 3 4 5 
Strongly 
Disagree 

Disagree Neutral Agree Strongly Agree 

4 We lack technical expertise to 
manage e-invoicing software 
effectively. 

1 2 3 4 5 

1 Our employees prefer manual 
invoicing over e-invoicing. 

1 2 3 4 5 

2 Concerns about cyber security 
risks discourage us from adopting 
e-invoicing. 

1 2 3 4 5 

3 Lack of training on e-invoicing 
makes it difficult to implement. 

1 2 3 4 5 

4 The transition to e-invoicing 
disrupts our existing business 
processes. 

1 2 3 4 5 

1 E-invoicing improves the accuracy 
of our invoicing processes. 

1 2 3 4 5 

2 E-invoicing reduces the time 
required to process invoices. 

1 2 3 4 5 

3 E-invoicing enhances overall 
operational efficiency. 

1 2 3 4 5 
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Section G: E-Invoicing Adoption 

1. Our business currently uses e-invoicing for invoice management. 

     - Yes / Ya 

     - No / Tidak 

2. At what stage is your business in the e-invoicing adoption process? 

     a. Already fully implemented 

     b. In the process of implementation 

     c. Not yet started, but aware of the requirement 

     d. Not aware of the requirement 

3. E-invoicing has positively impacted our business performance. 

     - Yes / Ya 

   - No / Tidak 

4. Our business is prepared for the mandatory e-invoicing implementation by 

2027. 

    - Yes / Ya 

   - No / Tidak 

Section H: Open-Ended Questions 

1. What are the biggest challenges your business faces in adopting e-invoicing? / 

Apakah cabaran terbesar yang dihadapi oleh perniagaan anda dalam 

menggunakan e-invois? 

 

4 E-invoicing is straightforward and 
easy to use. 

1 2 3 4 5 

5. Minimal training is required to 
effectively use e-invoicing. 

1 2 3 4 5 
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2. What support or resources would help you transition to e-invoicing more 

effectively? / Apakah sokongan atau sumber yang diperlukan untuk membantu 

perniagaan anda beralih kepada e-invois dengan lebih berkesan? 
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APPENDIX B: SPSS Output 

Section A: Descriptive Analysis 

i.  Demographic Profile of Respondents 
 

 

 

ii.  Financial Constraint 
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iii. Regulatory Complexity 
 

 
 

iv. Technological Readiness 
 

 
 

v. Human Resistance 
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vi. Perceived usefulness (PU) & perceived ease of use (PEOU) 
 

 
 

vii. E-invoicing adoption (Dependent Variable) 
 

 
Section B: Reliability and Validity Analysis 

 
i. Reliability Test for Financial Constrain (Mean/SD) 
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ii. Reliability Test for Financial Constrain (Inter-Item Correlation 

with Other Items) 
 

 
 

iii. Reliability Test for Financial Constrain (Cronbach's Alpha) 
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iv. Reliability Test for Regulatory Complexity (Mean/SD) 
 

 
 

v. Reliability Test for Regulatory Complexity (Inter-Item Correlation 
with Other Items) 
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vi. Reliability Test for Regulatory Complexity (Cronbach's Alpha) 
 

 
 
vii. Reliability Test for Technology Readiness (Mean/SD) 
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viii. Reliability Test for Technology Readiness (Inter-Item Correlation 
with Other Items) 
 

 
 

ix. Reliability Test for Technology Readiness (Cronbach's Alpha) 
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x. Reliability Test for Human Resistance (Mean/SD) 

 

 
 

xi. Reliability Test for Human Resistance (Inter-Item Correlation 
with Other Items) 
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xii. Reliability Test for Human Resistance (Cronbach's Alpha) 
 

 
 

xiii. Reliability Test for Perceived Usefulness (PU) and Perceived Ease 
of Use (PEOU) (Mean/SD) 
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xiv. Reliability Test for Perceived Usefulness (PU) and Perceived Ease 
of Use (PEOU) (Inter-Item Correlation with Other Items) 
 

 
 

xv. Reliability Test for Perceived Usefulness (PU) and Perceived Ease 
of Use (PEOU) (Cronbach's Alpha) 
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xvi. Validity Testing 
 

 
 

 
 

 
  



130 
 

Section C: Hypothesis Testing and Inferential Analysis 

i. Correlation Analysis 
 

 
 

ii. Regression Analysis 
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iii. Multiple Regression Analysis 
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