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ABSTRACT 

The RMCD is entrusted by the Ministry of Finance to administer all matters concerning 

GST, which was first introduced on 1 April 2015. It has been argued that the 

introduction of GST would bring many benefits to customers and businesses. This 

study aims to determine the influencing factors that encouraged taxpayers to meet their 

obligations in paying GST to the Government. Samples are taken from the business 

entities among the SMEs in Johor Bahru area which registered under the GST system. 

This is due to the fact that 95.3% of the GST-registered persons in Malaysia are from 

these business segments and thus meeting GST obligations mean increasing costs for 

them. Based on literature review, credible causal factors identified are deterrence 
-- 

m and GST (-&%J;rq vel of GsT 

SWUTFc apd s lan  there 1c a-hip between 

Univers i t i  Utara  M.alaysia 
attitudes with GST compliance Intention among SMEs 

taxpayers. The findings in this paper will be beneficial for the use of enforcement body 

to tackle existing problems and mitigate the risk of tax evasion in the country. 

Keywords: Deterrence Measures, TM, Fairness, GST Knowledge and GST 
Compliance Intention, SMEs. 



ABSTRAK 

RMCD diamanahkan oleh Kementerian Kewangan untuk mentadbir semua perkara 

berkaitan CBP (GST), yang mula diperkenalkan pada 1 April 2015. Pengenalan GST 

akan membawa banyak faedah kepada pelanggan dan perniagaan. Kajian ini bertujuan 

untuk mengenalpasti faktor-faktor yang memberi kesan yang menggalakkan pembayar 

cukai untuk memenuhi kewajipan mereka dalam membayar GST kepada Kerajaan. 

Sampel diambil dari entiti perniagaan di kalangan PKS (SMEs) di kawasan Johor 

Bahru yang didaftarkan di bawah sistem GST. Ini disebabkan oleh fakta bahawa 95.3% 

daripada orang yang berdaftar di dalam sistem GST di Malaysia adalah dari segmen 

perniagaan ini dan dengan itu memenuhi obligasi GST berrnakna peningkatan kos 

ni#p&~~~i&k+$&~i@$ a! MA& SMES dan -~ - 
juga terdapat hubungan yang signifikan antara langkah pencegahan dan sikap dengan 

niat pematuhan GST di kalangan pembayar cukai SMEs. Penemuan dalam kajian ini 

akan memberi manfaat kepada badan penguatkuasaan untuk menangani masalah yang 

ada dan mengurangkan risiko pengelakan cukai di negara ini. 

Kata kunci: Langkah Pencegahan, Sikap, TR4, Keadilan, Pengetahuan GST dun Niat 

kepatuhan GST, SMEs. 
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CHAPTER 1 

INTRODUCTION 

1.1 Research Background 

Preliminarily, taxes represent a greater share of the economy in almost every country around 

the world including Malaysia. The collection of taxes is important primarily to raise revenue 

for the government to fund its expenditures in order to achieve an economic growth and also 

to promote a sound economy. Inevitably, the functional role of trade and private sectors are 

crucial in supporting the country's economic growth. Obviously in Malaysia, the existence 

of the Small and Medium Enterprises (SMEs) play a significant part in promoting to the 

The SMEs are 

, Nori & Kassim, 2017) in providing opportunity for an 

employment, creating purchasing power, processing local raw material and ultimately 

increasing the tax revenue (Mukhlis et al., 2016). Therefore, continual development of 

SMEs in the regional economy have been viewed as a source of tax revenue for the Federal 

Government to finance national development. The potential revenues of substantial taxes are 

derived from the imposition of tax, in this case Goods and Services Tax (GST) on the SMEs. 

Hence, the compliance of GST will determine the success of the implemented system. 

Nonetheless, according to Kumar and Thomas (2017), Royal Malaysia Custom's recent 

experiences show that the non-compliance culture is prevalent among smaller businesses. 

Perhaps, the phenomenon is not unusual in Malaysia as it is also a major problem in the 

1 



developed countries. The non-compliance by small businesses extents to all spectrum of GST 

obligations. These businesses are found to commit non-compliance in meeting their GST 

obligations predominantly in reporting incorrect GST returns and registered under GST to 

unlawfully claim refund. Some are ignorant of deadlines while many have improper record- 

keeping culture that leads to poor-filing and payment compliance. 

Thus, the violation of GST compliance undermines the government's revenue, distorts 

competition as it gives the non-compliant business an advantage in the form of cash flow 

and compromises equity as this may encourage further non-compliance in other aspects of 

GST (Kumar & Thomas, 2017). Further, it slows down mobilization of resources needed by 

the government to finance its expenditure on the important areas of social and personal 

-L.. ;/I 1 1 1  ?:..*- 

execute compliance programs, it is important to identify factors that drive towards it and 

come up with methods to curb the ,occurrence of non-compliance which will subsequently 

accomplish the fulfilment of GST obligations. 

1.2 Small and Medium Enterprises (SMEs) as the Research Context 

The current study, focuses on the SMEs which are already registered under the GST system 

with RMCD. According to the RMCD, the number of GST-registered companies are around 

455,965 as at 3 1 December 2017 and 434,322 from these companies are from the segment of 

SME, which is equivalent to 95.3% of the total registrants (RMCD, 2017). Due to this fact, 

the SMEs play a significant role in determining the achievement of the GST system 



deliberated as vital for the well-being of the economy (Weichenrieder, 2007). Therefore, it is 

not overly stated that the effective collection of GST can be indicated by the level of GST 

compliance among the SMEs. 

The SMEs, as distinct by the Small and Medium Enterprises Corporation (SMECorp) of 

Malaysia can be divided into two main categories; manufacturing; and services and other 

sectors. They are classified based on the annual sales turnover or number of full-time 

employees. In order to provide clear understandings, Table 1.1 below illustrates the 

simplified definitions of SMEs on the respective sectors: 

Table 1.1 
SMEs Dejnition by Size of Operation 

ing RM50 million OR 
full-time employees not exceeding 200 workers 

Source: Small and Medium Enterprises Corporation of Malaysia 

For the purpose of this study, the SMEs are randomly selected fiom both type of SMEs as 

stated in Table 1.1 above. Johor Bahru was selected as the location for the study since it is 

one of the areas that have many SMEs; in fact, Johor Bahru is the city with the second 

highest number of SMEs after Klang Valley (Economic Census 2016, Department of 

Statistics Malaysia). 



1.3 Problem Statement 

Table 1.2 describes the comparison between the increase or decrease in non-receivable 

account for 2016 compared to 2015 by revenue type (RMCD Annual Report, 2016). The 

statistics indicate that the accounts uncollectible for GST is the highest increment from RM 

778.12 million to RM 1,928.66 million (Import GST and Local GST). 

Table 1.2 
Increase /Decrease in RMCD Non-Receivable Accounts for 201 6 as Compared to 2015 by 
Revenue Type 

Amount (RM / Million ) 

Import GST 0.76 8.74 1046.20% 

Local GST 

The extraordin 

Excise Duty 

Surcharge 

Anti-Dumping 

Import Duty 

Sales Tax Penalty 

Import Sales Tax 

Sales Tax 

Service Tax Penalty 

Export Duty 

Services Tax 

V;4Y 
Universitr Utara 

652.57 

TOTAL 2,276.27 3,448.69 51.51% 
Source: RMCD Annual Report 201 6. 

Besides that, the Ministry of Finance reported in the Dewan Rakyat that 37,556 compounds 

were issued by the RMCD for various offences related to the GST from 1 April 2015 to17 

February 2017 (Malaysian Parliament, 2017). The compounds were imposed as GST 



registrants failed to display prices (inclusive of GST) and failed to submit the tax returns, tax 

payments, tax invoices and such other registration- related offences. Johor received the 

highest number of compounds with 8,104 cases, followed by Wilayah Persekutuan Kuala 

Lumpur (5,036) and Selangor (4,707) (The Star Online, March 201 7). 

From the report of the Ministry of Finance, it can be deduced that perhaps the taxpayers' 

surroundings may have influenced their non-compliance behaviour. This is evinced in a study 

by Misu (201 1) which reported that tax compliance factors are divided into two categories: (i) 

economic factors, which include income levels, probability of an audit, tax audit, rate and 

benefits and penalty; and (ii) non-economic factors, which include the perception of taxes, 

personal norms, social and national factors and perceived fairness. These factors are related rIT compliance 

behaviour can r m g public servi es expenditure 

t i  Utara  M a l a y s i a  

In the current Government Transformation Programme (GTP), Malaysia has emphasized on 

the collection of GST to reduce the reliance on the petroleum-based revenue that run into 

decrease in the last few years (Miskam, Noor, Omar & Aziz, 2013). Whilst the successful 

collection of GST is reliant to the compliance of the taxpayers. However, research showed 

the reluctance of taxpayers to meet GST obligations resulting in the low level of compliance 

which subsequently causing loss in terms of monetary to the country. Whilst quoting a 

statement fiom the Deputy Director General of RMCD, Dato' Subromaniam Tholasy, one- 

third of the firms audited during the first two week in September 2016 were facing with 

compliance problems, especially relating to failure to provide accurate information in their 

GST returns. Major reasons for the faulty are caused by deficiency of knowledge, improper 



guidance; and in some instances the revenues declared were relatively low. (thesundaily, 

September 201 6). 

The Customs Blue Ocean Strategy (CBOS) had been invented to primarily encourage 

taxpayers to comply with the GST law. Targeting to the sector of SMEs, the approach for this 

operation is "Informed Compliance" with the aim of assisting taxpayers as part of addressing 

the fairness of the implementation of GST laws. Informed compliance focuses on educating 

taxpayers by making friendly visits to traders to explain and assist them in complying with 

GST obligations and provides channels for taxpayers to share their grievances and enable 

them to provide feedback. The RMCD conducts handholding programmes and consultation 

sessions to achieve this. However, despite this approach of compliance, based from the 

"Enforced Compliance" that focuses on litigation where errant taxpayers will be prosecuted. 

To further understand the concept and how it relates directly to the effective implementation 

GST, this study examined GST compliance and the behaviour of the SMEs in meeting their 

GST obligations. This is due to the reason that the impact of attitudes and its change on the 

GST compliance are not well understood and studies on this area have not been widely 

conducted. The most common theories connected in this field are the Economic Theory of 

Compliance also referred to as Deterrence Theory. Principles of economic deterrence models 

were first discovered in the late 1960s from the work of Becker, who analysed illegal 

behaviour using an economic framework. Becker (1968) proposed a narrow argument which 



implied that deterrents such as the probability of detection and penalties and sanctions, were 

within the control of society. Other theory that was adopted in this study is the Theory of 

Reasoned Actions (TRA). The TRA can be used to explain taxpayer's intention to comply 

with GST by predicting the behavioural performance from people's intentions (Ajzen & 

Fishbein, 1975). 

In particular, this study investigates the most prominent compliance variables for their 

potential influence on compliance behaviour extracted from vast literatures revolving around 

the theories mentioned previously. The first compliance variable of interest is deterrence 

measures, which incorporates the imposition of severe penalties coupled with the 

enforcement procedures and the probability of detection. The second compliance variable of 

interest is attitude9~$oMdsj oqmpl ce, w refle e fe s of favour and 

disfavours t o ~ & ' & f , $ ~ e ~ ~ ~ ~ ~  I 1 - 1  ;I bjective norms 

which relate to k k ' ~  axpayers k l i e  s in r GST igation are also 
>:\,\\- ,{ 

accounted in the s @ i $ y . . ~ t h $ ~ a r i a ~  k ~ ~ k E & k b e ~ i i i  ~W&&BWIWST system and 
-> 11,  I ,I '. * 

GST knowledge. 

It is crucial to merge both perspectives of economic and psychological factors that could 

influence GST compliance intention amongst the SMEs in Malaysia. By doing so, the 

external factors are integrated in the study that will eventually provide overall understandings 

on the motivation of the SMEs to comply with GST. 

Research Questions 

This study aimed to answer the following research questions: 

(i) What is the level of GST compliance intention among the SMEs in Malaysia? 



(ii) What is the relationship between deterrence measures, attitude, subjective norm, 

perception of fairness of GST system, GST knowledge and GST compliance 

intention among SMEs in Malaysia? 

1.5 Research Objectives 

The specific objectives of the study are: 

(i) To determine the level of GST compliance intention among the SMEs in 

Malaysia. 

(ii) To identify the relationship between deterrence measures, attitude, subjective 

norm, perception of fairness of GST system, GST knowledge and GST 

compliance intention among SMEs in Malaysia. 

Signific 

Research on un 

Many developi 

aid or one source of revenue for development. As Malaysia endeavours to achieve the status 

of a developed nation by 2020, the country deals with varied tax-collection and revenue- 

generation issues. To lessen its vulnerable reliance on income from petroleum, which 

constitutes more than 40% of federal government revenue in 2014, the country replaced the 

sales tax and services tax (SST) with a GST. The government sought to achieve a steady 

source of revenue by broadening the tax base (Alappatt & Shaikh, 2014; Narayanan, 2014; 

Shaari, Ali & Ismail, 201 5). 

In terms of practical significance, this study examines the level of GST compliance intention 

among SMEs in Malaysia and the relationship between deterrence measures, attitude, 



subjective norm, perception of fairness of GST system, GST knowledge and GST compliance 

intention among SMEs in Malaysia. Therefore, the findings of this study are expected to 

provide inputs to policy makers in decision making and developing strategies to improve 

GST compliance as well as enhancing voluntary compliance for the purpose of increasing the 

country's tax revenue. This study is hoped to contribute towards enriching knowledge by 

providing an insight on studies related to the nature of GST in Malaysia. 

1.7 Scope and Limitation of the Study 

This study is carried out in the business environment of the SMEs in Malaysia who already 

registered under the GST system. This is because, based on the RMCD's past experience, 

non-compliance culture is more prevalent among smaller businesses (Kumar & Thomas, 

is ~ ~ r i $ + f l + v @  @& @ w p i * t e n t i o n  among - 
these taxpayers and the factors affecting their compliance intention. GST compliance 

intention determinants of this study are limited to five variables that prior studies have 

indicated as the likely core determinants. The variables that are examined are deterrence 

measures, attitude, subjective norm, perception of fairness of GST system and GST 

knowledge. 

Though significant findings were obtained, there are also limitations in this study. The first 

limitation is the location of the study. Samples were only taken from Johor Bahru, hence the 

findings should not be generalised to all GST taxpayers in Malaysia. Secondly, this study 

only focused on five independent variables namely deterrence measures, attitude, subjective 



norm, perception of fairness of GST system and GST knowledge. There could be other 

factors that might contribute to such behaviour. 

1.8 Organisation of the Dissertation 

The study is discussed in five chapters as follows: Chapter 1 covers the background, 

objectives, significance, scope and limitations of the study. Relevant literature on the 

variables are reviewed in Chapter 2. Chapter 3 presents the research methodology. Chapter 4 

illustrates the findings of the study. Finally, Chapter 5 provides a summary of the findings 

and discussions on the relationship among the variables. Besides that, implications and 

limitations of the study are discussed and recommendations for future research are provided. 





only a registered person can charge and collect GST on the taxable supplies of goods and 

services made. 

Once registered, businesses are required to charge and collect GST on the taxable supplies, 

instantaneously entitled to claim input tax credit and eligible to utilize facilities providea 

under the law. Therefore, the GST registrants are responsible to keep all of the records of 

input and output tax and ultimately report their liability in a predetermined taxable period. 

The GST registration is just the first step in being GST compliant. Thus, there are numerous 

process with current updates and developments in the GST regime that needed to be followed 

to be remained GST optimised and GST compliant. 

The modernizati 

part of business &@~gj&b at,=- r ~ a k f j ~ r o v i d e d  by the 

law with the discretion to enforce potentially harsh penalties for any GST non-compliance. 

GST Compliance among the SMEs in Malaysia 

The SMEs have been well known for its significant role as an engine for an economic growth 

in most developing countries including Malaysia. According to the SMECorp, as of 

December 2016, the sector represent 98.5% from 907,065 business establishment which cut 

across all sizes and sectors. Despite its outstanding role and achievement, the SMEs 

particularly face various obstacles when trying to build capacity, mainly constrained by lack 

of resources to invest in improvements and upgrading their technologies (Zainol & Soon, 

2017). Therefore, a new tax or fiscal policies, specifically the multi-stage GST will have a 



significant impact on this group. While Kurnar and Thomas (2017) stipulated that in meeting 

the GST obligations, businesses need to inset additional in their operations such as in 

obtaining proper professional advice, employing competent finance staff and investing in 

reliable GST software and ensuring proper GST compliance return. The anticipated high cost 

to comply with the GST obligations has been seen as major issues for SMEs on top of coping 

with their survival (Zainol & Soon, 2017). Thus, these businesses are prone to get involved in 

non-compliance in meeting their GST obligations. Supported by fact, SMEs in Malaysia 

involved in a broad spectrum of GST non-compliance especially having to commit an error in 

GST returns, claiming illicit refund and ignorant of deadlines (Kumar & Thomas, 2017). 

2.4 Theory of Compliance 

Since the institut 

taxes themselv 

sanctions and administrative fines have become references for governments to heighten the 

level of compliance (Pope & Mohdali, 2010). However, as many research have been 

conducted in the field, sole reliance on the traditional approach is no longer relevant. Much of 

a research conducted on the tax compliance, be it direct or indirect tax have found that the 

antecedent of intention to comply with the tax law is contributed by various behavioural 

factors. 

In the case of Malaysia, even though research on tax compliance have been tended by many 

researchers, only a few are paying attention to the indirect tax, particularly GST (Salleh, 

201 8). The Organisation for Economic Co-operation and Development (OECD) has pointed 





evasion outweigh the cost of evasion. While the OECD identifies that some typical benefits 

of tax evasion are the unpaid taxes, whereas typical costs are the risk of getting fined and the 

severity of the penalties or fines. In line with the study by OECD, this study is interested to 

adopt the deterrence measures of severity of penalties and the risk of detection (for non- 

compliance) to understand the GST compliance among the SMEs in Malaysia. 

2.4.2 Psychological Theory of Compliance and Theory of Reasoned Actions 

Due to the recognition that the pure economic deterrence model which concentrated greatly 

on utility maximisation had it limitations, the model has evolved over the last five decades 

with the growing interests to incorporate the non-economic factors. This is consistent with a 

study by Andreoni, Erard and Feinstein (1998) that called for more research exploring the 

various influencin logical, moral 

omic deterrence 

ence a 3 d e l  and social 

h w w f i  & *fal&% ~ % P % w @  and deterrence 

measures. The basic principle of this approach is that individuals are not plainly independent 

utility maximisers, instead individuals interact and respond to norms that influenced their 

attitudes and beliefs (Devos, 2014). 

There are many studies investigating the various behavioural situations using the Theory of 

Reasoned Action (TRA) (Chu & Wu, 2004; Hanno & Violette, 1996; Oliver & Bearden, 1985; 

Shimp & Kavas, 1984) as cited in Bidin, Shamsudin and Othrnan (201 4). TRA hypothesizes 

two independent determinants of intentions i.e. attitude toward behaviour and subjective 

norms. According to Ajzen (1 991), attitudes of an outcome are predisposed by a belief on the 

measurement of outcome. He then added that social pressures are the subjective norm of 



which it has an inner force to stimulate an act of an individual. Accordingly, this underlie 

beliefs are regarded as normative belief. The normative beliefs, on the other hand are 

influenced by the belief of an individual to a referent other or referent group (Bidin et al., 

2014). This statement denotes that the act of a people in a group is influenced by the belief 

behind the norms of that group (Cialdini & Trost, 1998). Hence, individual endeavoured to 

exert some action upon the belief that it is as important as it was thought by other people 

(Bidin et al., 2014). The application of the TRA is yet to be substantiated in the context of 

GST compliance intention especially among the SMEs in Malaysia despite its entireness in 

explaining social behaviour. Thus, the interest of this present study on GST compliance 

intention among the SMEs is carried out based on the TRA. Advertently, the theoretical 

relationships as advocated in the theory are shown in Figure 2.1 below. 

I Behavioural Behaviour 
Intention (Action) - H H 

I Subjective 1-1 

(Source: Ajzen & Fishbein, 1980) 

2.5 GST Compliance Intention 

As an outset, most research in the field used the term of tax compliance intention to generally 

refer to the compliance towards direct or indirect taxes. Therefore, in this present study, the 

terms of tax compliance intention and GST compliance intention will be used 

interchangeably. Correspondingly, tax compliance is a complex term to define. Brown and 



Mazur (2003) indicated that the measurement of tax compliance is multi-faceted and 

theoretically, it can be distinct by assessing the types of compliance such as payment 

compliance, filing compliance, and reporting compliance. In consideration on the definition 

of tax compliance, Organisation for Economic Cooperation and Development (2001) 

advocates dividing compliance into categories of administrative compliance and technical 

compliance. 

Tax compliance can be defined as taxpayers' willingness to obey tax laws to achieve the 

country's economic equilibrium (Andreoni, Erard, & Feinstein, 1998). A simpler meaning of 

tax compliance is defined as the most neutral term to describe taxpayers' willingness to pay 

their taxes (Kirchler, 2007). The definition further refined by Palil (2010) as taxpayers' 

willingness to c cu deductions, 

relief, and rebat 

Studies concerni hvfifi @ P ~ # Y  &&p#s~&~gs  QS scant in the tax 

literature. Many studies have focused on direct tax compliance, which can also be tailored to 

indirect tax compliance. In direct taxation, compliance means declaring all revenue and 

paying all taxes according to the law, rules and court decision (Alm, 1991). But the 

obligations of a GST registrant are different fiom direct taxation. GST compliance means 

GST registrants report their incomes voluntarily, calculate their tax liability accurately and 

file tax returns promptly. This tax compliance basically relates to the extent to which a GST 

registrant understands the four GST registrant obligation categories, which are: 

System registration; 

Filing or lodging of requisite taxation information on time; 

Reporting the correct and complete information (including good record keeping). 



Timely payment of tax. 

When GST registrants fail to meet any of the obligations, they are considered as non- 

compliant (GST Regulations - Goods and Services Tax Act 2014). The focus in this study is 

on compliance to register as a GST tax licensee because this is the first step to ensure a GST 

registrant (after this called 'taxpayer') follows other compliance categories. Since the actual 

behavior of compliance is difficult to measure, this study uses GST compliance intention as a 

dependent variable in proxy for compliance behavior. 

The basic measurement of tax compliance is based on the level of compliance starting from 

registering the business, reporting income correctly and paying tax accordingly within 

predetermined 

high complianc@/t 

(Margaretha & 

be used to 
- -- - 

Product (GDP) ratio even though the reliability is quite questionable due to the average for 

GDP coverage in each country may not be the same (Bain, Walpole, Hansford & Evans, 

In order to identify influencing factors of tax compliance, one cannot avoid but to also 

integrate prior research on tax non-compliance. Ln addition to that, according to a study 

conducted by Webley, Adams and Elffers (2002), due to the absence of studies on the causes 

of GST non-compliance, the economic and psychological literature into income tax evasion 

(for example, Cowell, 1992; Elffers, 1991 ; Lewis, 1982; Webley, Robben, Elffers & Hessing, 

1991) can be drawn to identify its explanatory factors. There are five factors that are 



considered in this study: deterrence measures, attitudes, subjective norms, perception of 

fairness of GST system and GST knowledge. 

2.6 Deterrence Measures and GST Compliance Intention 

'The verdict of economic model follows that deterrence promotes compliance as taxpayers' 

non-compliance are discouraged. The most traditional methods of deterrence which had been 

used widely by the governments in the world are through the enforcement of laws and thus, 

deterrence in this context includes penalties, audits, risk of detection and risk of being caught. 

The economic deterrence model as aforementioned was originally adjusted fkom the model of 

criminal by Beckers (Slemrod, 2007). According to this model, taxpayers tend to contemplate 

the cost and benefit resulting a decision to evade. The level of their risk preferences 

determine the cal 

tax as a game 

more impact than the tax audit to enhance the compliance level (Friedland, Maital & 

Rutenberg, (1978), Christiansen (1980), Crane and Nourzard (1990), and Park and Hyun 

(2003). Additionally, higher penalties and audit probabilities could reduce non-compliance 

(Andreoni, Erard & Feinstein, (1998). While Hessing, Elffers, Robben and Webley, (1992) 

advocate findings that greater audit probabilities have more impact than higher penalties. 

Nevertheless, even though the findings fkom the studies are not uniform, these elements of 

deterrence adopted by various tax authorities around the world has been proven to be a 

powerful tool in improving compliance among the taxpayers. For the above reasons, the 

following hypothesis is tested. 

HI: Deterrence measures are positively related to GST compliance intention. 
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Attitudes and GST Compliance Intention 

According to theory of reasoned action, attitudes are perceived to have a direct effect on 

behavioural intention. Many researchers found attitudes to be a significant predictor of 

behavioural intention. Attitudes towards compliance are reflected by the feelings of favour 

and disfavour towards compliance behaviour Ajzen (1 991). In the context of taxation, Hanno 

and Violette (1996) used TRA as a theoretical basis and reported that attitudes had a 

significant relationship with tax compliance intention. Similarly, Loo, McKerchar, and 

Hansford (2007) also reported that attitudes towards tax system positively influenced 

compliance behaviour. They hypothesized that a positive attitude towards the tax system 

would encourage taxpayers to comply with the obligations. 

likely to have 

y ncourage t em to comply. 

s with otions such as 

en h l a f a ~ d & i a h l  @&iaioM %h&y&itaunental attitude 

refers to a more cognitive consideration to which performing behaviour would be 

advantageous. 

Damayanthi and Low (2016) conducted a study on the power of attitude towards tax 

compliance choice among individual taxpayers in Sri Lanka and used attitudinal factors as 

deliberation. According to their findings, in Sri Lanka, there is a very tight association 

between the taxpayers' attitude and tax compliance. In other words, taxpayers' attitude 

encourages tax compliance in Sri Lanka. Another study was conducted by Tonderai, Severino, 

Denver and Lilian (2014) on SME taxpayers' attitude and their compliance in Zimbabwe. 

Their findings reveal a strong and positive relationship between attitude and tax compliance 



among owners or managers of retail operators in Gweru. Most SME taxpayers do not believe 

in the taxation system and VAT rates are considered to be too high. This is one of the reasons 

that contribute to noncompliance of tax regulations by the SMEs in the country. Based on the 

above discussion, it is reasonable that the following hypothesis is tested. 

H2: Attitudes towards GST are positively related GST compliance intention. 

Subjective Norms and GST Compliance Intention 

According to the theory of reasoned action, subjective norms have an influence towards the 

intention of certain behavioural. Subjective norms reflect motivation to conform to 

significant referents either to comply or not to comply with tax obligations. In previous 

studies investigating the relationship, many have found a significant effect of subjective 

norms on 

Bearden, 1985) /-; 
1 - 1  
1'1 

of subjective norms on behavioural intention. According to Bobek, Hageman and Kelihar 

(2013) social norms have important direct as well as indirect influences on tax compliance 

behaviour. Additionally, Grasmick, Bursik and Cochran (1991) found that taxpayers with 

strong values for cooperation, who anticipate shame and guilt in case of norm violation, are 

more compliant than taxpayers who do not anticipate these feelings. 

Likewise, Bobek (1997) found that subjective norm significantly affected compliance 

behaviour in a business simulation scenario. Therefore, in the context of GST compliance 

behaviour, a study on GST compliance is yet to be executed by taking subjective norms as 

one of an important variable. Based on the literature, this study expects that subjective norms 



will positively influence taxpayers to comply. Thus, it is reasonable that the following 

hypothesis is tested. 

H3: Subjective norms are positively related to GST compliance intention. 

L.9 Perception of Fairness of GST System and GST Compliance Intention 

The perception of fairness regarding tax system of one's country is vital to ensure proper 

functioning and acceptability. A tax system that fail to exhibit fairness such as biasness in 

imposing taxes to those with similar income or perhaps the government is seen as not giving 

back adequately in return will have an undesirable impact to the public consciousness 

(Webley, Adams & Elffers, 2002). Simultaneously, it has been claimed that how a person 

perceives his own role in the anticipation of perceived inequality can diverge the existing 
..: 

exchange relati 

e r u  

arity (Cowell, 

1992). 

In the case of G 

perception towards GST attributed to several causes. Concerns are mainly on its impact on 

the general price level, its regressive nature on lower income households, and possibility of 

rise in the GST rate over time, and that the GST revenue is used irresponsibly to mitigate 

problems in wasteful public spending and leakages. Kasipillai and Krever (2016) further 

highlight the negatively perceived fairness of GST associated with tax complexity might have 

an adverse impact on attitudes of the business community which subsequently increasing the 

occurrence of non-compliance. While it is backed by the facts that the costs of managing a 

tax system incurred by taxpayers in complying with their tax obligations which take account 

of the administrative costs for the government machinery to collecting its taxes in an efficient 

manner (Evans, 2008). 



Aside, perception of fairness in some certain tax regime can also be viewed from a different 

perspective. In regards to deterrence factors, the fairness perception would as well be 

subverted by taxpayers who was charged inappropriately or fined due to the unintentional 

mistake and misinterpretations, given the ambiguous and complexity of tax laws (Kirchler, 

Hoelzl & Wahl, 2008). For the above reasons, the following hypothesis is tested. 

H4: The perception of fairness of GST system is positively related to the GST 

compliance intention 

2.10 GST Knowledge and GST Compliance Intention 

Acknowledging that the reporting of GST transactions by businesses is made through a self- 

assessment system, tax awareness plays an important role in influencing tax compliance 

among taxpayers. 

added that at th 

and further suggested that institution of higher education can offer a different perspective of 

tax subject to every student. The idea of inserting tax education into the academic curriculum 

in Malaysia is found in a paper fiom Barjoyai (1992) and Ho (1992). Aksnes (2011) 

described taxpayer education as a method of educating the people about the knowledge of tax, 

understanding the whole process in taxation and why they should hold responsible to pay tax. 

The process of education encourages voluntary compliance amongst taxpayer by which it 

helps them to complete their tax obligations to the government. Tax laws are often 

misinterpreted due to its jargons and terminologies (McCaffery & Barron, as cited in Misu, 

201 1). Due to that reason, tax education is important to instil tax awareness from the early 



stage of education for which it enables better understanding of the tax system and policies 

that will ultimately increase tax compliance (Kasipillai & Mustafa, 2000). Whilst taxpayers 

that possess high tax knowledge have a propensity to practice high ethical behaviour and 

consequently are more comply with tax laws (Song & Yarbrough, 1978). 

The impact of tax knowledge on tax compliance was supported by a research done by 

Kasipillai, Aripin and Amran (2003) among the Malaysian undergraduates in the Universiti 

Teknologi Mara (UiTM). The research was conducted under the scope of individual income 

tax, however it is relevant as the main objective of this paper is to delve into the influencing 

role of tax education on tax compliance given the paucity of researches on the GST 

compliance. Nevertheless business is run by humans and their individual actions signify the 

whole of the o f;T paper was 

chosen on the r t xpayers or e country. The 

study with asion found that tax 

education have a r e  mmi s(oF sf* ~ N e n t s .  These so- 

called future taxpayers were identified will likely to commit their obligations for the nation 

upon entering the job market. For the above reasons, the following hypothesis is tested. 

H5: GST knowledge is positively related to the GST compliance intention 

2.11 Proposed Research Conceptual Framework 

By defining all of the abovementioned hypotheses, the proposed relationship between the 

independent and dependent variables are shown in the figure below. 



Figure 2.2 

Proposed Research Conceptual Framework 

Deterrence Measures 

Attitudes 

Subjective Norms GST Compliance 
Intention 

Perception of Fairness 
of GST System 

GST Knowledge 

One dependent variable has been identified which is the GST compliance intention while 

there are five independent variables have been identified which are the deterrence measures, 

attitudes, subjective norms, perceptions of fairness of GST system and GST knowledge. 

These are the e r&Jpter to "her 

investigate the en ral fws is research. 
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2.12 Summary of the Ch4ter 

The literature review chapter is ended with the research framework which is intended to 

evaluate the influence of deterrence measures, attitudes, subjective norms, perceptions of 

fairness of GST system and GST knowledge towards the GST compliance intention among 

the SMEs in Malaysia. This paper proposed a framework after the intensive study on the 

related literature and previous research that had been done on similar topic. In the following 

Chapter Three, the focus will be on the Research Methodology comprising of the collection 

of data and analysis. 



CHAPTER 3 

RESEARCH METHODOLOGY 

3.1 Introduction 

Research methods in this chapter comprise research designs, research instruments and 

measurements for variables, populations, sampling and data collection procedures and data 

analysis techniques. The discussion contained in this chapter is going to be used to conduct 

the research about the influencing factors of GST compliance among the SMEs in Malaysia. 

This section also explains the results of pilot test that have been conducted. 

Research d&&n 

This study detags the association between deterrence measures, attitude, sdbjective norms, 
v 

perceptions of the GST system; GSTRnowiledge and  ST compliance 

between SMEs i f a  br@@&&*t@ &fe& affecting GST 

compliance intent among SMEs. The quantitative research design was used through the 

distribution of questionnaires to respondents. This study uses cross-sectional research designs 

where data collection is conducted at one time. RMCD Johor Bahru was chosen as an 

important component in this field of study. Johor Bahru was chosen as the location for the 

study because Johor Bahru is one of the districts with a large number of SMEs; In fact, Johor 

Bahru is the second largest SME after the Klang Valley. Additionally, Johor Bahru is also 

strategically located as it is the gateway to Malaysia for tourists and operators as well as 

affordable alternative routes to Singapore where higher cost of living. 



3.2.1 Research Instrument and Measurement of Variables 

The survey questionnaire consists of two main parts: Part 1 and Part 2 prepared in English 

(Appendix A). Part 1 i.e. Section A - consists of the respondent's demographic profile, 

including age, gender, nationality, education background, type of business, business sector 

and duration of years in business. The objective of this part is to obtain the basic information 

of the respondent to co-relate with the part 2 questionnaire. 

Part 2 consists of six sections, i.e. Section B - GST Compliance Intention, Section C - 

Deterrence Measures, Section D - Attitudes, Section E - Subjective Norms, Section F - 

Perception of Fairness of GST System and Section G - GST knowledge. 

The Part 2 of 

$&@l649 h ~ & e .  The purpose 

of this study is to identify and investigate the relationship between dependent and 

independent variables and then confirm or justify previously defined hypotheses. 

In Part 2, (Section B - G), A five-point Likert scale was used where the respondents were 

asked to respond by ticking the appropriate number on the scale provided (1 = strongly 

disagree; 2 = disagree; 3 = neutral; 4 = agree; 5 = strongly agree). The example had been used 

to measure the dependent and independent variables. The example is shown in the figure 

below. 



Figure 3.1 
The Example AJive-point Likert Scale 

Strongly Strongly Agree Agree 
Statement Scale 

I would fully report my sales income to comply GST 
1 2 3 4 5  

I would not attempt to cheat by omitting to report my income 
from sales to avoid GST 

Yaylng the correct amount 01 CiS'l' is my civil duty 

Paying the correct amount of GST is an important 
contribution to the development of Malaysia 1 2 3 4 5  

Section B consists of four questions related to the respondent's intention to comply with GST 

Act 2014 and regulations. The higher the number, the higher the level of GST compliance 

intention amon 

respondents' o 

influence of det 
Universiti Utara Malaysia 

Sections D and E consist of respondent's attitude towards GST compliance intention (four 

items) and their perception of Subjective Norms (five items), respectively. For attitude, the 

higher the number, the more favourable the respondent's attitude towards GST compliance. 

The interpretation for perception of Subjective Norms is that the higher the number, the more 

influence of subjective norms to the respondents. 

Sections F consist of respondent's perception of fairness of GST System (five items). The 

items for question four were expressed in negative statements and were recoded for analysis. 

The higher the number (after recoding), the more positive perception about the fairness of 

GST System among respondents. The final section (Section G) consists of five questions 



related to the respondent's general knowledge about GST. The higher the number, the higher 

the level of knowledge among respondents. 

The measures of the variables employed in this study were adopted from Saad (2009) because 

she studied tax compliance behaviour as well. The Table 3.1 below shows the measurement 

that had been used in the questionnaire to measure the variables that had been defined in the 

nrevious chapter. 

Table 3.1 
Variables and Measurement 

would fully report my sales income to comply GST. 

intention to comply with GST. 

Attitudes 1. I would be upset if did not report my sales income fully to 
comply GST. 

(Section D) 2. I would feel guilty if I do not declare my sales income to 
avoid GST. 

3. I would feel guilty if I underreport my sales income to avoid 
GST. 

4. I believe I have a moral obligation to report all my sales 
income to com~lv with GST. 



Fairness of GST 
System 

( Section F) 

2. Services offered by the Government are satisfactory. 
3. The Government efficiently manage the GST collected for the 

purpose of people's well-being. 
4. The service delivered fi-om the Government is poor. 

e with sufficient in 

3.2.2 Population, Sampling and Data Collection Procedures 

Based on be defined as 

in Malaysia 

as at 3 1 December 201 7 is 4% 22~Ac;~c&g k i h e _ l ~ t a  ,epg&&i&$&pber 3 1,2017: d 
SMEs business numbers in Malaysia are sorted according to RMCD and SMECorp of 

Malaysia reported as in Table 3.2. 

Table 3.2. 
Number of Registered SMEs for GST) as at 31 December 201 7 

Medium 
Small 
Micro - - - - -  - - 7 - -  - 

I ~ o n - ~ a n u f a c t u n n e  Number of Registrants Total Repistrants 

Medium 
Small 
Micro 

Source: RMCD (201 7) 



This study uses a convenience sampling method. This convenience sampling is a method that 

gives the respondents an opportunity to participate in this study. In addition, convenience 

sampling is also the most appropriate method for collecting basic data or information 

efficiently in a short time, as well as cost-effective. Ramayah, Yusoff, Jamaluddin, and 

lbrahim (2009) use the simple sampling method to obtain information on the intention of 

respondents paying taxes to use tax filing. Overall, sample size for this study was 396 

respondents, selected fi-om residents registered with GST in Johor Bahru. Sekaran (2003) 

guarantees that sample size greater than 30 and less than 500 is suitable for most researchers. 

Roscoe (1975) stated that there should be 10 samples for each variable. Hence, the 300 

sample size chosen is adequate for this study as suggested by Sekaran (2003) and Roscoe 

(1 975). 

tribute wers who c: For data collec 

kiosks, attend 

p# to the GsT 

attend t e co tation sions at RMCD 

Johor Bahru fi-o 

handed to the random respondents upon arrival and collected after they had completed the 

survey questions. This method allowed the researcher to gather first-hand information and 

any doubts faced by respondents were clarified on the spot. 

3.3 Data Analysis Techniques 

Data analysis is a process whereby the researcher knows whether the proposed hypothesis is 

accepted or otherwise (Sekaran & Bougie, 2010). The collected data were analysed using the 

Statistical Package for Social Science (SPSS) version 23.0 software. Prior to further analysis, 

reliability and normality of data were tested and verified. Since the data were considered 

normally distributed, appropriate statistical tools were deployed. Five data analysis approach 



are discussed in the following chapter which are descriptive analysis, reliability analysis. 

validity analysis, measurement model analysis and inferential analysis. 

3.3.1 Descriptive Analysis 

Descriptive analysis provides the profile of the collected sample, such as mean, median, 

standard deviation and range of scores as well as information relating to the distribution of 

scores on continuous variables as well as the frequencies of the categorical variables. This 

information is needed to choose the right statistical techniques to analyse the data depending 

on the level of measurement and the nature of the data (parametric or non-parametric). 

Focusing on this study, descriptive analysis is used at the initial stage to analyze the first 

objective of the study. That is, to determine the level of GST compliance objectives among 

SMEs in Ma1 

3.3.2 Reliabi UUM 
Reliability analysis refers to the f a d b ? v k ~ ~ s d d ~ # h M  &&*-he construction 

I I 

measured by the results obtained and always be consistent with no major variation. It also 

aims to obtain reliable results fiom data collected through a quantitative research 

methodology and in this case is through questionnaire distribution. Cronbach Alpha (a) is a 

measure commonly used in reliability analysis. This measure value is equivalent to data 

limitations in two parts in each possible method and then calculates the coefficient of 

correlation for each split. The average of these values is the same as the alpha of Cronbach. 

Cronbach Alpha (a) fiom this study can be calculated via SPSS software where the 

measurement scale is between 0 (inconsistent) to 1 (complete consistent). According to 

Zikmund et al., (2010), the standard alpha coefficient (a) can be determined and calculated as 

follows: 



Table 3.3: 
Standard Coefficient Alpha (a) Definition 

a is less than 0.60 a is between 0.61- 0.70 a is between 0.71- 0.80 a is between 0.81-0.99 

3.3.3 Validity Analysis 

Validity is the extent to which any measuring instrument measures what it is intended to 

measure (Thatcher, 2010). Validity in data collection means that your findings truly represent 

the phenomenon you are claiming to measure. The validity test aims to examine whether the 

questionnaire content is appropriate for measuring what it wants to be measured and 

understood by all respondents indicated by the percentage of respondents' responses that are 

not too distorted from other respondents' responses. When the correlation of each factor is 

positive and its ngJM 

3.3.4 Measur 

The measureme pab) d tM? Mckki && arad48 f&@6i&ip between the 

latent variables and their measures. The structural model is the relationship between the latent 

variables. In statistics, latent variables are variables that are not directly observed but are 

rather inferred (through a mathematical model) fiom other variables that are observed 

(directly measured). 

3.3.5 Inferential Analysis 

There are five independent variables and one dependent variable in this study. Inferential 

Analysis will try to conclude the data collected from the survey and extend it beyond the 

context of the data alone. Inferential Analysis will try to link the results collected through the 

questionnaire and use it to represent the thinking or opinion of the whole population through 



statistical approach. By using Inferential Analysis, it can help to verifL and explain the 

hypothesis that had been listed out in the Chapter Two through Pearson Correlation 

Coefficient, and Regression Analysis. 

3.3.5.1 Pearson Correlation Coefficient 

In statistical procedure, the Pearson correlation coefficient is also known as r Pearson or the 

Pearson product moment correlation coefficient (PPMCC) or the bivariate correlation. The 

Pearson correlation coefficient aims to measure the linear correlation between dependent 

variables - GST compliance intention versus the independent variables of deterrence measure, 

attitude, subjective norms, perception of fairness of GST system and GST knowledge. The 

Pearson correlation coefficient ranges from +1 to -1, where 1 indicates a very positive linear 

correlation val 

~NBW iS id Iiii1E+koF1d w ~&ortance of the 

relationship between all the variables involved in the study. 

k0.8 1 to 1 : Relationship is very strong 

k0.61 to 0.8: Relationship is strong 

k0.41 to 0.6: Relationship is moderate 

D k0.21 to 0.4: Relationship is weak 

D kO.OO to 0.20: Relationship is very weak 

3.3.5.2 Multicollinearity 

In statistics, multicollinearity (also called collinearity) is a phenomenon in which one 

predictor variable in multiple regression models can be predicted linearly from the others 



with high precision. Multicollinearities occur when independent variables in the regression 

model are attributed. This correlation is a problem because the independent variable must be 

free. If the correlation level between the variables is high enough, it can cause problems when 

you match the model and interpret the results. An easy way to track multicollinearity is to 

calculate correlation coefficients for all pairs of predictor variables. If the correlation 

coefficient, r, is equal to +1 or -1, this is called the perfect multicollinear. If r approaches or 

exactly -1 or +1, a variable must be removed from the model if possible. 

3.3.5.3 Regression Analysis 

Regression analysis is a statistical approach to estimate the relationship between dependent 

variable and independent variables. Similarly, Multiple Regression Analysis is used to test 
-- 

the influence o 

&Y %&t&,l@h$'lt! at&qd&y&&t variables are - 
maintained. The multiple regression equation of this study was written as follows: 

Y = Dependent variable = GST compliance intention 

X1 = Deterrence measures 

X2 = Attitudes 

X3 = Subjective norms 

X4 = Perception of fairness of GST system 

X5 = GST knowledge 

a = the intercept of the regression line or constant point where the straight line intersects 

the Y-axis when X equals to zero 



Regression coefficient for X 

3.4 Pilot Study 

Trial test through pilot study was conducted before actual survey was conducted. The pilot 

test is important for ensuring this study can be successfully conducted on a larger scale. A 

pilot test aims to assess the goodness of a measure and uncovers the weaknesses of the 

questionnaire before distributing to respondents. The pilot study also regulates how 

consistently a specific awareness is dignified. Thirty questionnaires were distributed and duly 

completed by the target respondents, i.e., SMEs who visited the RMCD WPKL office. The 

findings from pilot study are shown in Table 3.4 below. 

Table 3.4: 

Alpha (a) 
value 

Secti- Ulll Y Age: 6ender,94&on81~, Y a N/ A 
(Question emographic Education Background, Type of 
Profile) Business, Business sector, 

Duration of Years in Business 
8-11 Section B (4 items) a = 0.875 

(Questions on GST 
Compliance Intention) 

12 - 16 Section C (5 items) a = 0.810 
(Questions on Deterrence 
Measures) 

17 - 20 Section D (4 items) a = 0.955 
(Questions on Attitudes) 

21 - 25 Section E (5 items) a = 0.854 
(Questions on Subjective 
Norms) 

26 - 30 Section F (5 items) a = 0.765 
(Questions on Perceptions 
of Fairness of GST System) 

31 - 35 Section G (5 items) a = 0.924 
(Questions on GST 
Knowledge) 



Results of the pilot test in this study shows that the reliability value index of Cronbach's is 

between a = 0.652 (satisfied) to 0.955 (acceptable) with positive correlation. It is a norm for a 

survey instrument to be tested for its reliability before using it in a full scale survey. Usually 

the reliability of a multiple-item survey instrument is measured for its internal consistency 

reliability which is most commonly measured using the Cronbach's coefficient alpha. (Hayes, 

1998). 

The set of items usually has a coefficient measure unit which varies from 0 to 1. Among the 

academic researchers the Cronbach's coefficient Alpha analysis result is accepted as a 

sufficient tool for assessing the reliability of scales in a particular questionnaire survey 

instrument (Santos, 1999). In determining an acceptable and good level of the coefficient 

reliability of a sum$yinstm!tnpnt ).Lx,aLj b guf reliability, 

should be at leaicb. t&Q 
1 - 1  
1 ' 1  
I C I  
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Upon conducting t&fiw&y as gk!i!ktfid 94 a;bb% &&k%Xabj~o determine the 

Cronbach Alpha values of the variables before proceeding to use the instrument. The result of 

pilot study test can be summarized as shown above. With the value of Cronbach Alpha 

greater than 0.7 for the variables selected for investigation as shown in the Table 3.4 above, 

the researcher is able to proceed to use the instrument as it indicates strongly reliable and as 

such can be used for data collection as intended to complete this study. 

Summary of the Chapter 

On the whole, the crucial part of the research lies in chapter 3 which is the research 

methodology as it will be used to solve the research problems systematically. The discussion 

in this chapter surround topics on the research design, data collection method, the sampling 



design, research instrument, the construct measurement, the process of data processing and 

finally the approach to perform the data analysis. By finalizing and confirming the research 

methodology, the research is all set and ready to commence. Questionnaire can be distributed 

to the designated sampling population and once all the data had been collected, the data can 

be processed according to schedule and the analysis results can be published and explain 

scientifically. The detailed output of the data analysis is discussed further in Chapter Four. 

@UUM - 7- d !A b 
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CHAPTER 4 

DATA ANALYSIS AND FINDINGS 

Introduction 

This chapter presents results and interpretation of data analysis. The findings are grouped into 

two different sections: First section will detail the results of descriptive part of the initial data 

analysis, data screening, missing data diagnosis, normality test and the demographic profile 

of the respondents under study and the reliability test of each construct and evaluation of 

outliers is also presented hereby. The measurement model is analyzed with coefficient 

correlation in sections one because this section focuses on the results of the multivariate data 

analysis throu ;eu tF:T results 

because this se d d' ss e re a Ion hip among the 

variables with r 

i t i  Utara  M a l a y s i a  

Data analysis is divided into two sections; preliminary analysis and multiple regression 

modeling. The initial steps at the beginning of the analysis are to assess the impact of missing 

data, identify outliers and test the assumptions that underlie the multivariate method used 

(Hair, Black, Babin & Anderson, 2010). Hence, this will help to screen the accuracy of data 

entered. The next section of data analysis will comprise of the two approaches of multiple 

regression modeling process (Anderson & Gerbing, 1988). These two stages of multiple 

regression are included in this research. The first step will consider all the individual 

constructs combined to form an overall measurement model. Other highlights of this step is 

assessment of unidimensionality for all the latent variables, model respecification and test of 

reliability and validity to examine the model fit (Hair et al., 2010; Kline, 201 1). The second 



stage aims to test the hypothesis connected to each of the variables representing a relationship. 

This step of multiple regression facilitates to measure all the assumed relationship 

simultaneously (Hair et al., 201 0). 

Response Rate 

A total of 600 questionnaires were administered to GST taxpayers who came to the GST 

kiosks, attended the handholding programmes and attended the consultation sessions at 

RMCD Johor Bahru from 1 March 2018 until 31 May 2018. The questionnaires were 

personally handed to the random respondents upon arrival and collected after they had 

completed the survey questions. This method allowed the researcher to gather first-hand 

information and any doubts faced by respondents were clarified on the spot. Table 4.1 shows 

that out of the 
1 .  1 ---I 

questionnaires, ;@wi 

represent a 

Table 4.1 : 
Response Rate 

Total Questionnaires Distributed 600 
Returned 
Not Returned 
Complete 

4.3 Summary of Respondent's Profde 

Table 4.2 gives the exact breakage of the characteristics of the respondents. Out of 396 total 

useable samples, 183 are male 213 are female respondents. This gives a higher ratio of male 

participants with 46.2% compared to female with 53.8% responses. The average ages of the 



respondents are 31-40 age group has 43.7% of respondents, 20-30 ages has 35.9% of 

respondents and 11.4% participants were in the age group 41 years old and above. 

Regarding the education level of the respondents it is seen that most of the respondents are 

diploma holder with 44.4% followed by respondents with bachelors represented by 41.2%. 

The SPM holder respondents with 12.1% are in third place. Lastly, master's degree holder 

respondents with 2.3%. 

This investigation shows that the business type of the collected sample is distributed fiom 

company with 90.7%. The sole proprietor group with 4.5%, then 1.5% shows type of 

partnership, followed by other with 3.3%. 

Regarding the u;.u;M ost number of 

respondents are se ch is wed by service 

sector with 16. 

respondents belongs to other sector as 3.5%, construction with 6.1%, and retailing sector is 

represented with minor portion of 2.0%. 

Additionally, the information regarding the duration of year in business of the respondents 

are being collected. This information highlights that 38.4% of the respondents had 7 years 

and above business experience; this is followed by marginally less value 28.3% represents 

respondents had 4-6 years business experience. 1-3 years of business experience is 24.2%, 

whereas less than 12 months have only few respondents with 9.1 %. 



Table 4.2 
Demographic Profile of the Respondents 

Demographic profile Number of respondents n=-39h Vdid percentage (%) 
Gender 

Male 183 46.2 
Female 213 53.8 

Below 20 
20-30 
3 1-40 
41 and above 

Malaysian 381 96.2 
Others 15 - 

Education - background - - - - - -- 

176 4 4 . m  =-I 
Bachelor's Degree 163 41.2 
Master's Degree 9 2.3 
Other 48 12.1 

12.9 
Service 
Construction 
Other 

Less than 12 months 
1-3 years 
4-6 years 
7 vears and above 

4.4 Evaluation of Outliers 

Outliers are monitoring data that has unique properties and looks very far from other data and 

appears in extreme value for either a single variable or combination (Hair et al., 1995 as cited 

in Ferdinand, 2002). Outliers can be seen by looking at the SPSS analysis output in the 

farthest observations section of the centroid (Mahalanobis distance). According to Santoso 



(2007), a data has outliers if having pl and p2 less than 0.05. However, according to 

Ferdinand (2002), the test of multivariate outliers was performed using Mahalanobic distance 

criteria at p < 0.001. The Mahalanobis distance was assessed using 2 degrees of freedom as 

the number of variables used in the study. 

This study uses 35 indicators. Therefore, all data having a Mahalanobis Distance greater than 

2 (35, 0.05) = 49.8 are multivariate outliers. (Refer Table of Critical Chi-Square values, page 

44). Outliers test results can be seen in Table 4.3 

Table 4.3 
Test Results Based on Observations of Farthest the Centroid (Mahalanobis Distance) 

Observation number Mahalanobis d-squared pl  ~2 

Universiti &hra Mthlaysia 
6.074 .028 .OOO 



Based on Table 4.3 it can be seen that all data has a Mahalanobis Distance which is smaller 

than 49.8 so, there is no outliers data. 



4.5 Reliability Test 

Reliability test is aimed at measuring the reliability of an instrument through Cronbach Alpha 

coefficient test. This test states that the value of an instrument is believed to be reliable when 

the value of Cronbach Alpha 2 0.6. The results of this reliability test can be seen in Table 4.4. 

Table 4.4 : 
Reliability Test Result 

Construct Cronbach Alpha 
Deterrence Measure 0.888 
Attitude 

Subjective Norms 

Perception of Fairness of GST System 

GST Knowledge 

GST Compliance Intention 

Based on Table;%,? above it is known that the 
L.. ;, 

the value of 0.65. This indicates that t j l a u r e m  lia-d ca vide consistent 
1 

results when measured on the same IrJbjiate r~ it i U fa ra M a 1 a YS i a 

4.6 Validity Test 

The validity test aims to examine whether the questionnaire content is appropriate for 

measuring what it wants to be measured and understood by all respondents indicated by the 

percentage of respondents' responses that are not too distorted fi-om other respondents' 

responses. When the correlation of each factor is positive and its value exceeds 0.3 then it is a 

strong variable. This test of validity can be seen in Table 4.5 



Table 4.5 : 
Validity Test Result 

Construct Indicator Corrplation P value 
C1 0.589 0.000 

Deterrence 
Measure 

Attitude 

Subjective Norms 

Perception of 
Fairness of GST 
System 

GST K n ~ ~ ! e d g e  
",, 

GST Compliance 
B1 0.727 0.000 

Intention B2 0.782 0.000 
B3 0.834 0.000 

Table 4.5 shows that this research instrument has a product moment score of more than 0.3 

with a confidence level of less than 5% so that each item in the instrument is said to be valid. 

4.7 Measurement Model 

Measurement model is a modeling process in research aimed at investigating the 

unidimensionality of the indicators that describe a latent factor or variable. There are two 

basic tests: 



a) Model Suitability Test 

The parameters (regression coefficient, variance and covariance) in the multiple regression 

operation will be estimated to produce estimated population covariance matrix. When the 

developed model is in good condition, that is appropriate or match, the estimator parameter 

will produce an estimated covariance matrix close to the sample covariance matrix. 

The decision-making policy is based on the following features: 

If p 3 0.05 there is no significant difference between the covariance matrix of the 

population distributed with the sample covariance matrix. 

If p 5 0.05 there is a significant difference between the population covariance matrix 

estimated with the sample covariance matrix. 

.-. 

I 1 ", - . . I \ 

les: 
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Item Estimate S.E. C.R. P 
Item 1 <--- GST Compliance Intention 
Item 2<--- GST Compliance Intention 
Item 3<--- GST Compliance Intention 
Item 4<--- GST Compliance Intention 
Item 1 <--- Deterrence Measure 
Item 2<--- Deterrence Measure 
Item 3<--- Deterrence Measure 
Item 4<--- Deterrence Measure 
Item 5<--- Deterrence Measure 
Item I<--- Attitude 
Item 2<--- Attitude 
Item 3<--- Attitude 
Item 4<--- Attitude 
Item 1 <--- Subjective Norms 
Item 2<--- Subjective Norms 



-- 

Item 3<--- Subjective Norms 1.065 .039 27.604 *** 
Item 4<--- Subjective Norms 1.079 .044 24.469 *** 
Item 5<--- Subjective Norms 1.021 .048 21.268 *** 
Item I<--- Perception of Fairness of GST System 1.000 
Item 2<--- Perception of Fairness of GST System 1.06 1 
Item 3<--- Perception of Fairness of GST System .986 
Item 4<--- Perception of Fairness of GST System .303 
Item 5<--- Perception of Fairness of GST System .998 
Item 1 <--- GST Knowledge 1 .OOO 
Item 2<--- GST Knowledge 1.169 .051 22.786 *** 
Item 3<--- GST Knowledge 1.197 .054 22.135 *** 
Item 4<--- GST Knowledge 1.106 .059 18.686 *** 
Item 5<--- GST Knowledge .990 .055 18.088 *** 

The Unidimensionality of all dimensions (28 items) in table 4.6 above is tested through 

coefficient correlation analysis. P value for all items is p I 0.05, showed there were a 

the population covariance matrix estimated with the sample 

covariance ma UUM 
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The second test th one is a weight test for all observed indicators in forming the 

analysed factors. This test is similar to the t-test to the regression weight as shown in Table 

Table 4.7 
Regression Weights: (Group number I - Default model) 

Item Estimate S.E. C.R. P 
Item I<--- GST Compliance Intention 
Item 2<--- GST Compliance Intention 
Item 3<--- GST Compliance Intention 
Item 4<--- GST Compliance Intention 
Item 1 <--- Deterrence Measure 
Item 2<--- Deterrence Measure 
Item 3<--- Deterrence Measure 



Item 4<--- Deterrence Measure 356 .058 14.831 *** 
Item 5<--- Deterrence Measure 
Item 1 <--- Attitude 
Item 2<--- Attitude 
Item 3<--- Attitude 
Item 4<--- Attitude 
Item 1 <--- Subjective Norms 
Item 2<--- Subjective Norms 
Item 3<--- Subjective Norms 
Item 4<--- Subjective Norms 
Item 5<--- Subjective Norms 
Item I<--- Perception of Fairness of GST System 
Item 2<--- Perception of Fairness of GST System 
Item 3<--- Perception of Fairness of GST System 
Item 4<--- Perception of Fairness of GST System 
Item 5<--- Perception of Fairness of GST System 
Item I<--- GST Knowledge 
Item 2<--- GST Knowledge 
Item 3<--- GST 

variables shows 

together result in unidimensionality for all latent variables. In addition the critical ratio (C.R) 

2 2.0 indicates that the indicator is the dimension of the established latent factor. 

4.8 Descriptive Analysis 

To analyse the independent variable and dependent variable, descriptive analysis was used. 

Descriptive statistics show mean, minnimum, maximum and standard deviation values. The 

results of descriptive statistics of the five tax compliance intention were tested. The results of 

the descriptive analysis of the independent variable and dependent variable are shown in 

Table 4.8 below. 



Table 4.8 
Descriptive Statistics 

GST Compliance Intention 1 5 3.952 .83 1 
Deterrence Measure 1 5 3.732 .858 
Attitude 1 5 3.737 336 
Subjective Norms 2 5 3.684 .741 
Perception of Fairness of GST System 1 5 3.320 .841 
GST Knowledge 1 5 3.502 .922 

The mean score for GST compliance intention is 3.952 and standard deviation is 0.83 1. This 

implies that an above average number of GST registrants are willing to comply with tax laws, 

declare the correct income, claim the correct input tax, and pay all taxes on time. The level of 

GST compliance intention seems high among respondents. Therefore, this finding provides 

the answer to the first research question regarding the level of GST compliance intention 

The means sco 
. !Ja!k!! Universiti Utara Malaysia &Iicating that on 

eness of their GST obligations and are ready to comply with 

GST laws and regulations; however, many do not comply. The mean score of deterrence 

measures is 3.732 whereas standard deviation is 0.858. This shows that on average, 

respondents concluded that the deterrence measures will encourage them to comply with GST 

laws and regulations. The means score of subjective norms is 3.684 and standard deviation is 

0.741, indicating that on average, the respondents were influenced by subjective norms to 

motivate them to comply with tax obligation. GST knowledge has a mean of 3.502 while 

standard deviation is 0.922. This indicates that on average, GST registrants are 

knowledgeable about GST system as a whole and know what is required from them, The 

level of GST knowledge seems high among respondents. The means score of perception of 

fairness of GST system is 3.32 and standard deviation is 0.841. This shows that on average, 



respondents feel that the GST system is a fair system and all taxpayers are treated equally 

under the system. 

4.9 Statistical Analysis 

To test the hypotheses and answer the research questions, the researcher used statistical 

analysis. The distribution of data was confirmed by normality test. The normality test was 

done to decide whether to use parametric or non-parametric analysis to answer the second 

research question and to test the hypotheses. This study used a parametric test, i.e., Pearson 

Correlation and Multiple Regression Analysis to answer the second research question and to 

test the hypotheses. 

4.9.1 Normali 

One of the v ormality of the 

data in hand. If duce consistent 

umptic I verify the I 

results fiom 

concerned about a non-normal data if the sample size is sufficiently large (greater than 200). 

Never the less this research will examine the normality of the data by using SPSS version 

23.0 through skewness, kurtosis, minimum, maximum and critical ratio. Table 4.9 shows the 

normality measurement results for all the variables and constructs under study. A normally 

distributed data will have the score as zero for skweness and kurtosis. However, the degree of 

non-normality can be measured with the critical value * 2.58 at 0.01 significance level and * 
1.96 at 0.05 significance level (Hair et al., 2010). 



Table 4.9: 
Assessment of Data Normality 

, , 
V.ai1able miq max skew c.r. kurtosis c.r. 

Age 1 4 -.lo9 .I23 
Gender 1 2 -.I53 .I23 
Nationality 1 2 4.860 .I23 
Education Background 1 4 1.193 .I23 
Type of Business 1 5 4.210 .I23 
Business Sector 1 6 .864 .I23 
Years in Business 1 4 -.476 .I23 
B1 1 5 -.841 .I23 
B2 1 5 -1.238 .I23 
B3 1 5 -.856 .I23 
B4 1 5 -.857 .I23 
C1 1 5 -.463 .I23 
C2 1 5 -.755 .I23 
C3 1 5 -.728 .I23 
C4 1 5 -.615 .I23 
C5 1 5 -.427 .I23 

E4 -.484 .245 
E5 -.096 .245 
F 1 .689 .245 
F2 .568 .245 
F3 .857 .245 
F4 .225 .245 
F5 .825 .245 
G1 1.254 .245 
G2 .859 .245 
G3 .580 .245 
G4 .679 .245 
G5 .389 .245 
Multivariate 2.646 0.825 

Based on Table 4.9 above it can be seen that univariate data has a normal dispersion. It is 

seen from its critical ratio of skewness which is between cut off value * 2.58. However, 



multivariate, the data distribution has not spread normally because the multivariate number is 

2.646 > 2.58. 

Since the result of Normality Test proves that the distribution of data collected is normal then 

this study can used a parametric test, i.e., Pearson Correlation and Multiple Regression 

Analysis to answer the second research question and to test the hypotheses. 

4.9.2 Correlation Analysis 

Correlation analyses were channeled initially to test the association between the independent 

variables (deterrence measures, attitudes, subjective norms, perceptions of fairness of GST 

system and GST knowledge) and the dependent variable (GST compliance intention) among 

S , ~ S ~  suggested to 

t e associati between the 

s th ST co liance intention 

- 
correlation values ranging from 0.218 and 0.695. The highest correlation between the 

dependent and independent variables is between GST compliance intention and attitude with 

a value of 0.695. 



Table 4.10: 
Pearson Correlation CoefJicient Analysis, (n = 396) 

Deterrence Attitude Subjective Percept~on 
Measure Norms of Fairness Knowled 

- - -- 

subjective .212 .2 16 1 .OOO 
Norms 

Knowledge - 

4.9.3 Multic 

shows that there is no 

multicollinearity degree of correlation between independent variables is 

acceptable. An easy way to track multicollinearity is to calculate correlation coefficients for 

all pairs of predictor variables. If the correlation coefficient, r, is equal to +1 or -1, this is 

called the perfect multicollinear. If r approaches or exactly -1 or +1, a variable must be 

removed fiom the model if possible. The result shows that the degree of correlation between 

deterrence measures, attitudes, subjective norms, perceptions of fairness of GST system and 

GST knowledge to each other with correlation values ranging fiom 0.073 and 0.653. 



4.9.4 Multiple Regression Analysis 

This study utilised a standard multiple regression to investigate the overall effect of the 

independent variables on GST compliance intention and to determine the most significant 

explanatory variables that influence the dependent variable. 

In multiple regression the mean response of each constructs were first computed before 

proceed to the analysis. For each of the following paths, the significance of independent 

variable(s) towards its' corresponding dependent variable were determined by using multiple 

linear regression. 

Table 4.1 1 : 
Multiple Regression Analysis (n = 396) 

Deterrence 
Measure 
Attitude 
Subjective 
Norms 
Perception of 
Fairness of GST 
System 
GST knowledge -.064 .041 

Dependent Variable: GST compliance intention 
r2 .490 
Adjusted r2 .488 
F Statistic 9.477 

In multiple regression analysis shown that, two independent variables (Deterrence Measure 

and Attitude) have significant contribution towards dependent variable (GST compliance 



intention). Three independent variables (Subjective Norms, Perception of Fairness of GST 

System and GST knowledge) have no significant contribution towards dependent variable 

(GST compliance intention). 

4.10 Summary of Hypotheses Testing 

In a total of 5 hypothesised statements, the results are found to support two hypotheses tested 

in this study. There were H1, and H2. Three hypotheses were not supported there were H3, 

H4 and H5. Table 4.12 shows the direct hypothesis effect to present all the hypothesis results 

reported in this study. The implications of these findings are discussed in details in chapter 

five. 

o a i r S - & U t a r a  Malaysia 

is a significant relationship b e t w e e ~ ~ u p p o r t e d  
e towards GST compliance intention - .  --- - 

H3 
1 

Subjective Norms There is a significant relationship between Not Supported - - 
-, GST Subjective Norms towards GST 
compliance compliance intention 
intention 

pportm 
Fairness of GST Perception of Fairness of GST System 
System --, GST towards GST compliance intention 
compliance 
intention 

H5 GST knowledge There is a significant relationship between Not Supported 
-, GST GST knowledge towards GST compliance 
compliance intention 
intention 



4.1 1 Summary of the Chapter 

Based on MLR analysis, this section will discuss the results of the calculations. This research 

is aimed to find out the influence of deterrence measures, attitudes, subjective norms, 

perceptions of fairness of GST system and GST knowledge towards GST compliance 

intention variables. Testing is demonstrated through the existing hypothesis so that it can 

distinguish how the influence factor of each of the constructs on the other constructs. The 

result of data analysis shows that only variables deterrence measures and attitudes have an 

effect factor on GST compliance intention. The result of the data analysis obtained a 

correlation value of 0.627 and 0.695 respectively and the probability of 0.000 is smaller than 

0.05 for all indicators. The next Chapter Five will present the discussion, conclusion and 

recommendations of the present study. 

UUM 
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and administrative personal in making policies for national tax system. The results are 

summarized specifically further in the subsequent sections as follows: 

5.2.1 Tax Compliance Intention, Deterrence Measures and Attitude 

The first objective of this study is regards to tax compliance, i.e., to determine the level of 

GST compliance intention among the SMEs in Malaysia. The results fiom the survey 

presented in Chapter 4 suggest that GST registrants among SMEs have high levels of 

compliance intention of their respective GST obligations. 

To address the second research objective, this study first hypothesized that 'Deterrence 

measures are positively related to GST compliance intention '. Results suggest that deterrence r ; ~  This result is 

consistent with zar 99 ), and And eoni, Erard and 

easure a pted RMC ve been proven 

As for the second hypothesis, 'Attitudes towards GST are positively related to GST 

compliance intention '. Results suggest that attitude is positively and significantly related to 

GST compliance intention. These results are consistent with previous findings of Hanno and 

Violette (1996) and Loo, McKerchar, and Hansford (2007). This results show that a better 

attitude which could help to encourage GST compliance intention among SME registrants. 

For example, GST registrants could feel guilty and think it is ethically wrong if they exclude 

some of their collectiodrevenue or manipulate the figures when completing their GST returns. 

Predictively, taxpayers with positive perceptions of the tax system were more likely to have 

positive attitudes towards the tax system and consequently encourage them to comply. 



While the study found that the level of GST compliance intention among SMEs in Malaysia 

is a high intention, deterrence measures and attitude was significantly positively related to 

GST compliance intention but statistics show that the level of GST non-compliance remains 

high especially in 2016. Why these things happen and what are the real problems faced by 

SMEs in Malaysia that made them failed to comply with the requirements of the GST7s act 

and regulations? 

This could be due to certain challenges and problems as highlighted by Ching, Kasipillai and 

Sarker (2017). According to their findings, there are many challenges and problems faced by 

SMEs in Malaysia to comply with GST laws and regulations namely: 

a) SMEs expressed negative views towards GST implementation. 

with GST rules 

Universiti Utara Malaysia 

e) GST accounting software does not work properly. 

f )  SMEs facing compliance costs problems. 

All the findings as mention above can be considered as a reason to raise the issue of GST 

non-compliance among SMEs in Malaysia. The interest of this study is to investigate factors 

revolving around the combined Economic Theory of Deterrence (severity of penalties, 

enforcement procedures and probability of detection) and the extended elements in the 

Theory of Reasoned Actions (attitudes, subjective norms, perception of fairness of GST 

system and GST knowledge) towards the intention of GST compliance among the SMEs in 

Malaysia, therefore other variables are not discussed in this study. 



5.2.2 Subjective Norms, Perception of Fairness of GST System and GST Knowledge. 

Based on the results fi-om data analysis and findings of the research for the third hypothesis, 

'Subjective norms are positively related to GST compliance intention ', the findings suggest 

that subjective norms is not significantly related to GST compliance intention. This results 

show that subjective norms don't have any influence towards the intention to comply GST 

among SMEs in Malaysia. Subjective norms reflect motivation to conform to significant 

referents either to comply or not to comply with tax obligations. This study was 

conducted in Johor Bahru, the capital city of Johor and is one of the gateway to Malaysia for 

foreign tourists and businessmen, and an affordable alternative to Singapore where the cost of 

living is higher. People living in modern urban life style and consists of a cosmopolitan 

society. Their education level is higher than the rural population and usually they work in 

norms in social 

As for the fourth hypothesis, 'The perception of fairness of GST system is positively related to 

the GST compliance intention ', results suggest that perception of fairness of GST system is 

no significant related to GST compliance intention. This results show that perception of 

fairness of GST system does not affect the GST compliance intention. These results are 

consistent with previous findings of Gilligan and Richardson (2005). According to them, 

there seem to be no universal relationship or patterns that exist cross-culturally between the 

different facets of tax-fairness perception and tax-compliance behaviour. Implementation of 

the GST in Malaysia starting on April 1,201 5, due to new 2-year implementation period may 

cause SMEs are unable to provide a clear picture about the perception of fairness of GST 



system. Since this study finds that the perception of fairness of GST System is no significant 

related to GST compliance intention. 

Based on the results from data analysis and findings of the research for the fifih hypothesis, 

'GST knowledge is positively related to the to the GST compliance intention: the findings 

suggest that GST knowledge is no significantly related to GST compliance intention. These 

results are consistent with previous findings of Fauziati, Minovia, Muslim and Nasrah (2016). 

According to their findings, tax knowledge has no impacts on tax compliance among SMEs 

in Kota Padang, Indonesia. This results show that the level of GST knowledge does not affect 

the GST compliance intention. There may be situations in which someone with lower 

knowledge about GST will be more comply than those with higher knowledge because they 

are afiaid if the level of GST 

knowledge m 

that GST know 

Recommendations 

This current study has a few recommendations based on the findings. The findings indicate 

that GST compliance intention are influenced by deterrence measures and attitudes. All 

recommendations would be helpful for the RMCD and other agencies which manage taxation. 

5.3.1 Strict Enforcement 

The GST 2014 Act stipulates that a person who refuses to pay taxes may be subject to a 

compound of RM50,OOO or three years' jail or both, and the same sentence as the amount of 

tax declared as payment is not declared. This strict punishment will cause taxpayers to realize 

how important it is to pay them, in addition to making them pay voluntarily. If they violate, 



they will suffer more losses than payments made to comply with tax instructions. Therefore, 

the RMCD should launch a comprehensive publicity program to clarify the reasons for 

introducing GST in Malaysia, explaining the advantages of GST versus SST, explaining the 

reason why the tax audit system and the tax penalties system are applied. These explanations 

will enhance understanding and compliance with GST. 

5.3.2 Attitude 

To be effective in inducing and enforcing tax compliance, RMCD should use a persuasive 

methods (changing attitudes and norms).The point is that, there is a need to direct attention 

on changing attitude of individual taxpayers as well as that of significant others (family 

members, fiends, colleagues and opinion leaders - highly visible, respected people) whose 
-- 

friends and coll 

mass, one may - 
example RMCD may develop an education programme that has three themes with a view of 

building a culture of tax compliance. The first theme can be to create the perception that tax 

revenues are being utilized properly (attitude). The second theme can be a programme in 

mass media showing examples of businessmen paying taxes and how these taxes have been 

used to enhance development for the country and create employment. They should be 

presented as responsible citizens, and in some cases as heroes. Finally such programme may 

portray tax evaders as saboteurs of the national economic, social and cultural development 

who deserve to be ridicule by society and punished. 



Limitations of the Study 

This study is subject to some limitations. First, the research area closed for this study. Only 

Johor Bahru area is selected for research due to time constraints. The data collected cannot 

really show the relationship of all SMEs in Malaysia as the area and the number of 

respondents are small - 396 SMEs in Johor Bahru. As a result, researchers should not 

generalize findings on deterrence measures, attitude, subjective norms, perception of fairness 

of GST system, GST knowledge and GST compliance intention among SMEs in Malaysia. It 

is recommended that future studies should be extended to other areas in Malaysia with larger 

SMEs numbers. 

Secondly, GST's compliance intentions are not dependent only on five independent variables uef;F system and 

ings o e ine the GST 

can b one with more 

t m.&q dwk & e & i m ~ 4 ~  e f q s  that influence 

the GST compliance intent between SMEs. This will help them to gain a better understanding 

of aspects pertaining to the determinants of GST compliance intentions between SMEs. 

Finally, this study does not examine the relationship between demographic factors (age, 

gender, nationality, education background, business type, business sector and duration of 

years in business) and GST compliance intention. As a result, researchers are unable to 

generalize the relationship between demographic factors to determine the GST compliance 

intention between SMEs in Malaysia. Future researchers can examine the relationship 

between demographic factors and GST compliance intention. This will help them to gain a 



better understanding of aspects pertaining to the determinants of GST compliance intention 

between SMEs in Malaysia. 

5.5 Direction for Future Research 

A similar research can be carried out throughout Malaysia, by certain sectors or in other 

countries where there is a tax system that resembles a tax system in Malaysia. Several areas 

to be discussed in future research include the burden of compliance costs, tax compliance 

behaviors and the level of understanding of GST rules fiom the perspective of taxpayers. 

Data collection methods should also take into account other methods, such as interviews and 

experiments that should yield different results and answers to researchers. Transparent 

communication can provide more accurate and meaningful data. Future studies may also 

examine other tu thuM can improve 

knowledge. 
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GENERAL INSTRUCTION. 

This survey is divided into SEVEN SECTIONS. Please answer all questions. 

SECTION A 

Kindly tick (/) in the appropriate box. 

1. Age 

Below 20 1 1  

. Gender 

Male 

31-40 11 
Above 

). Nationality 

I. Ed U U M  
~ n i v e f a ' i  btarb Malaysia 

Bachelors's 
Degree 

Other 
(Specify) 

5. Type of business 

company n 
sole Proprietor lI 
Partnership n 

6. Business Sector 

Manufacturing 

Professional 1-1 
Other 
(Specify) 

Service 

Retailing Construction I I 
Trading Other 

(Specify) 



7. Duration of Years in Business 

Less than 1) 
12 months 

1 - 3 years 7 years n 
and above 

I SECTION B I 
Please read each statement carefully and answer (circle) accordingly based on the following scale: 

I Statement I Scale I 

-- -- 

( Strongly Disagree I Disagree I Neutral Agree Strongly Agree I 

Universiti Utara Malaysia 

I would not attempt to cheat by omitting to report my income from sales to 
avoid GST 1 2 3 4 5  





people's well-being. 

I know when to apply for GST license. 
1 2 3 4 5  

I know how to apply for GST license. 
1 2 3 4 5  

I have attended a tax awareness programmes or seminars on GST. 
1 2 3 4 5  

RMCD provide me with sufficient information on the penalties regime. 
1 2 3 4 5  

-END OF QUESTIONNAIRE - 

THANK YOU VERY MUCH FOR TAKING YOUR PRECIOUS TIME TO 
ANSWER THE QUESTIONNAIRE". 
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