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ABSTRACT 

Convincing taxpayers to comply with the tax regulations has been the main challenge 
of Malaysia authority. Even though tax is one of important revenue source in Malaysia, 
tax collection has been decreased in year 2016 compared to year 2015. Tax component 
from employment is the second largest contributor to Government tax revenue. The 
main purpose of this study is to examine the effect of demographic factors (gender, 
age, education background, income level and ethnicity diversity), tax knowledge and 
tax ethics on individual salaried taxpayer by using survey method towards tax 
compliance behaviour in Malaysia. A total of 500 questionnaires were distributed 
among Seremban taxpayers during Hasil4U programme 2016 (March – April 2016) in 
Inland Revenue Board of Malaysia (IRBM) Seremban Branch. Age group, tax 
knowledge and ethics have positive relationship with level of tax compliance 
behaviour among individual taxpayers in Seremban; whilst, gender, education level, 
income level and ethnicity affect tax compliance behaviour negatively. Overall, the 
findings in this paper are supported by other studies in literatures.  
 

Keywords: tax compliance, tax, employment, individual 
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ABSTRAK  

Meyakinkan pembayar cukai untuk mematuhi peraturan cukai telah menjadi cabaran 
utama bagi pihak berkuasa Malaysia. Walaupun cukai merupakan sumber utama 
pendapatan Malaysia, pungutan cukai telah menyusut pada tahun 2016 berbanding 
2015. Komponen tax daripada penggajian merupakan penyumbang kedua terbesar 
kepada hasil cukai Kerajaan. Tujuan utama kajian ini adalah untuk melihat kesan 
faktor demografik (jantina, umur, latar belakang pendidikan, tahap pendapatan, 
kepelbagaian etnik), pengetahuan berkaitan cukai, dan etika cukai pembayar cukai 
bergaji individu dengan menggunakan kaedah kajiselidik terhadap tingkahlaku 
kepatuhan di Malaysia. Sejumlah 500 borang soal selidik telah diagihkan di kalangan 
pembayar cukai di Seremban ketika minggu Hasil4U 2016 (Mac – April 2016) di 
cawangan Lembaga Hasil Dalam Negeri (LHDN) Cawangan Seremban. Kumpulan 
umur, pengetahuan cukai dan faktor etika mempunyai hubungan positif terhadap tahap 
kepatuhan cukai di kalangan individu pembayar cukai di Seremban, sebaliknya faktor 
jantina, tahap pendidikan, tahap pendapatan dan etnik memberi kesan negative. Secara 
keseluruhan, hasil daripada kertas kerja ini disokong oleh kajian literasi daripada 
kajian lain.  
 

Kata Kunci: pematuhan cukai, cukai, penggajian, individu 
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CHAPTER 1 

INTRODUCTION 

1.1   Background of the Study 

Taxation is one of the main source of revenue to the government to achieve 

economic and social objectives, and also for redistributing the resources. Lymer and 

Oats (2009) stated that taxation is one of the important fundamentals in every 

country principally in developed countries. Taxation has played significant part since 

thousand years ago in supporting each country development. Tax is also defined by 

Lymer and Oats (2009) as an unavoidable tax that levied by tax authority on revenue, 

spending or investments for which no specific returns received by the taxpayers. 

In Malaysia, three general categories for Federal Government’s revenue classified as 

Non-Tax Revenue, Tax Revenue and Revenue from Federal Territories. Direct Tax 

Revenue and Indirect Tax Revenue categorized under Tax Revenue. Direct General 

of Inland Revenue ministered direct taxation whilst indirect taxation is under 

responsibility of Direct General of the Royal Customs and Excise Department.  

The 2016 tax revenue is amounted at RM169,343 million or represent 79.72 percent 

of total Federal Government revenue which the largest component was direct tax, 

contributing 64.73 percent to total tax revenue (Ministry of Finance, 2016). Table 1.1 

below describes the source of Federal Government revenues in Malaysia. 
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Table 1.1 
Summary of Main Components of Revenue 
     

Classification                       2016 (RM Million)                   2015 (RM Million) 
 

 
Tax Revenue         169,343              165,440 

 
Direct Tax         109,608              111,770 

 
Indirect Tax           59,735               53,670 

 
Non Tax Revenue           40,006               51,467 

 
Federal Territories  
Revenue              3,072               2,182 

 
Source: Ministry of Finance (2016) 
 

In any tax system, taxpayers are major parties as their contributions in term of tax 

payments are the main source of the Government revenue where the revenue from 

tax came from indirect and direct taxes (Mat-Udin, N., 2015). The Direct Tax 

Revenue which contributed by IRBM consist of revenue from various income tax 

(personal, company, petroleum, withholding and cooperatives); Labuan International 

Offshore Centre (IOFC); stamp duty; real property gains tax (RPGT) and others.  

In year 2016, the total direct tax collection accounted at RM113.945 billion with a 

slight decrease of 6.01% compared to 2015 (IRBM Annual Report, 2016). In 2016, 

Inland Revenue Board of Malaysia (IRBM) collected 53.60% of total Federal 

Government revenue although Malaysia was facing with global economy difficulties 

due to decreasing in oil prices. The impact of falling oil prices on Malaysia economy 

also affected the 2016 tax collection, however tax collection from individual tax 

component still showed an improvement. Individuals tax were the second highest 

contributors to government revenue compared to other direct tax components which 

represent 25.98% of total direct tax revenue (IRBM Annual Report, 2016). This is 
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due to the growth of employment and a steady wage as well as Monthly Tax 

Deductions (MTD) updates by employers, while crude oil price’s experienced a 

slight decline. Table 1.2 represents the total direct tax revenue generated in Malaysia 

(IRBM, Annual Report 2016). 

Table 1.2 
Component of Total Revenue in Malaysia 
     

Direct Tax                       2016 (RM Million)                   2015 (RM Million) 
       Component 

 
 

Companies 65,974.74        71,098.14 
 
Petroleum               8,425.76        11,636.88 
 
Individual              29,603.47                    28,276.97 
 
Cooperative              89.71               81.49 
 
Withholding Tax          2,549.36                       2,329.74 
 
Stamp Duty          5,674.04           6,016.25 
 
Labuan IOFC               80.92     36.88 
 
Real Property Gains  
Tax (RPGT)            1,491.67 1,725.54 
 
Others 55.59 33.95     

 
     Total 113,945.26 121,235.84  
     Source: Annual Report, IRBM (2016) 

According to OECD (2013), the tax gap for Malaysia is estimated around 20% and 

recorded higher compared to UK which around 6.7% in 2011. The tax gap means 

how much is the tax collection and what supposed to be collected which generally 

referred to under stating or tax avoidance. It may be classified as not reporting the 

revenue, underpaid the taxes, and not submit the tax returns according to McManus 

and Warren (2006). To narrow the gap in taxation means improving the revenue for 
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example in 2012 where the direct tax revenue collection is RM129 billion, thus 

narrowing the tax gap in one percent give rise to additional tax revenue of RM1.29 

billion (IRBM Annual Report, 2012). Therefore, to keep the country’s economy 

growing and sustainable, tax compliance has become a national challenge.  

1.2 Problem Statement 

Tax compliance issue has involved much attention among scholars and majority of 

the studies have focused on several aspect influencing tax compliance behaviour of 

individual taxpayers. According to Loo, Evans and McKerchar (2010), previous 

studies conducted mostly in quantitative in nature and surveys were used to collect 

the data where the common issue for quantitative researchers is the limitation to get 

actual taxpayers’ data from IRBM, therefore this limits the researchers to generalize 

the findings. Other than that, based on the author’s knowledge, no further studies 

have been made by other students of Master in Science (International Accounting) 

Kohort 1 LHDNM – UUM specifically on tax compliance behaviour among salaried 

taxpayers. Moreover, this study used primary data where the questionnaires were 

distributed during Hasil4U Programme (March until April 2016) while numerous 

studies by others student in Master in Science (International Accounting) Kohort 1 

LHDNM – UUM used secondary data to be researched.  

According to Department of Statistics Malaysia, out of a population of about 31.7 

million, slightly more than 14.2 million make up the labour force, of whom 5.2 

million are registered individual taxpayers only 4.3 million declared their income 

whether by using the e-Filing system or send manually by using BE form. This 

represent only 82.7 percent of total registered individual taxpayers submitted their 

tax returns (Internal Report IRBM, 2016). 
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Statistics in Table 1.3, showing the number of tax audit closed and settled for 

salaried taxpayers for year of assessment 2015 and 2016. The number of tax audit for 

Malaysia salaried taxpayers in 2016, stood at 815,420 cases against 735,377 cases in 

2015 which represent the increasing in 14.54 percent of cases settled. Meanwhile, the 

amount of additional tax in 2016 stated at RM1,714,516,540 million compared to 

RM1,135,336,515 in 2015. The penalties gained from these audit activities also grew 

from RM131,619,090 million in 2015 to RM180,409,157 million in 2016 (Internal 

Report IRBM, 2015-2016). This figures show that almost 51.01 percent increasing in 

additional tax and 37.06 percent increasing in penalties gained from tax audit of 

salaried taxpayers in 2016. The figures show the increasing in number of files, cases, 

additional tax and also penalties.  

Table 1.3 
Statistics of Case Management System (CMS) in Malaysia 
Year of Assessment/  2015   2016   Total  
     Classification          (%) 

 
Files 1,172,979           1,343,559  14.54  
 
Cases           735,377               815,420  10.88 
 
Additional Tax    RM 1,135,336,515              RM 1,714,516,540   51.01 
 
Penalties           RM 131, 619,090              RM 180, 409,157  37.06 

 
Source: Hasilpedia, IRBM; CMS of Salary Group (SG) Desk Audit (2015-2016) 

 

Meanwhile statistics in Table 1.4, showing the number of tax audit closed and settled 

for salaried taxpayers in Seremban Branch for year of assessment 2015 and 2016. 

The figures show the decreasing in number of files closed, cases closed and 

additional tax however the amount of penalties increased 50.50 percent. The 

decreasing in percentage of files and cases are due to decreasing number of file 
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selected by Tax Compliance Department, IRBM to be audited by Salary Group Unit 

Seremban Branch.  The number of file selected to be audited by branch is based on 

the numbers of staff in the unit. Meanwhile decreasing in additional tax is in line 

with the decreasing in number of files and cases, nevertheless the numbers of 

penalties increased. The increasing numbers of penalties indicate that there is a 

problem in tax compliance behaviour among salaried taxpayers in Seremban Branch. 

Furthermore, according to Tax Operational Department IRBM, total registered 

salaried taxpayers in Seremban Branch for 2016 are 183,244 files compared to 

175,891 files in 2015. However total tax returns submitted in 2016 are 122,437 files 

while in 2015 stated at only 79,804 files. This denote that despite of increasing in 

registered salaried taxpayers, the total of comply in submitting the tax returns among 

salaried tax payers are still low.  

Table 1.4 
Statistics of Case Management System (CMS) in Seremban 
Year of Assessment/  2015   2016   Total  
     Classification          (%) 

 
Files 24,382         20,280   -16.82 
 
Cases           33,464          30,453     -8.99 
 
Additional Tax    RM11, 536,782.23       RM10, 211,885.15   -11.48 
 
Penalties       RM1, 522,937.45         RM2,292,108.75    50.50 

 
Source: Hasilpedia, IRBM; CMS of Salary Group (SG) Desk Audit Seremban 
Branch (2015-2016) 
 

In this regard, this study is designed to survey on salaried taxpayers’ compliance 

behaviour in Seremban Branch. This study used actual cases of salaried taxpayers 

who come to IRBM Seremban Branch during Hasil4U Programme 2016 to fill and 

send the Income Tax Return Form (ITRF) by using the e-Filing system. 
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1.3  Research Question 

i. Is there any significant differences between demographic factors (gender, 

age, education level, income level and ethnicity) and tax compliance among 

salaried taxpayers in Seremban Branch; 

ii. Is there any significant association between tax knowledge and tax 

compliance among salaried taxpayers Seremban Branch; 

iii. Is there any significant association between tax ethic and tax compliance 

among salaried taxpayers Seremban Branch. 

1.4  Research Objectives 

i. To determine whether there is any significant differences between 

demographic factors and tax compliance among salaried taxpayers Seremban 

Branch; 

ii. To determine whether there is any significant association between tax 

knowledge and tax compliance among salaried taxpayers Seremban Branch; 

iii. To determine whether there is any significant association between tax ethic 

and tax compliance among salaried taxpayers Seremban Branch. 

1.5  Scope of study 

This paper emphases on the salaried taxpayers as a respondent, either from public or 

private sectors which registered file in Seremban Branch. The number of salaried 

taxpayers who came to IRBM Seremban Branch during Hasil4U Programme 2016 

(March until April 2016) which are measured as the respondents for the study. The 
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principle of this study is to inspect the result of demographic components, tax 

knowledge and tax ethic on salaried taxpayers’ compliance behaviour in Seremban 

Branch. 

 

1.6  Contribution of Study 

This analysis delivers valuable evidence which can be expanded by authority to 

boost the tax compliance level by salaried taxpayers in Malaysia in order to keep the 

country’s economy growth and sustain. The research findings can also be used by 

IRBM to formulate some strategies to improve tax compliance level among 

taxpayers and indirectly will help the IRBM to increase tax collection. 

1.6.1 Theoretical Contribution 

Based on prior studies, tax compliance behaviour was influenced by numerous 

factors which include public governance quality, tax fairness, tax complexity and 

others. Therefore, this study determine and delivers an understanding on the effect of 

demographic components, tax knowledge and tax ethic. This report possibly will 

support to develop a little literature based on the tax compliance in developing 

nations. 

1.6.2  Practical Contributions 

IRBM carries two types of tax audit, namely desk audit and field audit, which focus 

on individual taxpayers and corporate taxpayers in order to determine taxpayers’ 

business records, financial affairs and also tax claim exemption. There are two types 

of individual taxpayer which carries business income namely sole-proprietor, 

partnership and non-business income which is salaried employee. Specifically, this 

research is to investigate what are the factors influencing salaried taxpayers’ 
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compliance behaviour. Therefore, the findings of this research are useful for IRBM 

in planning the strategies to improve the compliance in taxation. 

 

1.7  Definition of Key Terms 

The following terms presented in Table 1.5 are the source of key terms of study and 

they are defined as follows: 

Table 1.5 
Source of key terms 
 Term                          Definition 
Tax Compliance The capability and preparedness of taxpayers to obey the tax 

laws, and further disclose the actual income annually and 
comply with the correct amount of the taxes within the specified 
period (IRBM, 2009) 

Tax  Tax imposed by this Act (Income Tax Act 1967) 
Source Source of income (Income Tax Act 1967) 
Employment a) employment in which the relationship of master and servant 

subsists; 
b) any appointment of office, whether public or not and whether 
or not that relationship subsists, for which remuneration is 
payable (Income Tax Act 1967) 

Individual Natural person (Income Tax Act 1967) 
  
1.8  Organisation of the Study 

This study consists of five chapters. Chapters 1 provides the background of the study, 

problem statements, research question, objectives, significance of study, scope and 

limitation of the study. Chapter 2 presents the literature review of relevant literature 

pertaining to the overview of tax compliance, demographic factors, ethnicity, tax 

knowledge and lastly tax ethic. Chapter 3 describes the research methodology used in 

study. The population of interest, the sampling design and questionnaire design are 

outlined. The data collection and data analysis used are also provided. Chapter 4 

presents the findings of the study. Finally, Chapter 5 presents the summary and 

conclusion of the study, discussion, implication, suggestions and recommendations 

for future research. 
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CHAPTER 2 

LITERATURE REVIEW 

2.1  Introduction 

This chapter reviews on the literature review which established the basis of the study. 

It will discuss briefly about Personal Income Tax in Malaysia, the literature on the 

concept of tax compliance, the influences between demographic variables and tax 

compliance. Next, it explains about the relationship among ethnicity diversity and tax 

compliance and the importance of tax knowledge in order to increase the tax 

compliance. Subsequently, it will discuss on tax ethic and tax compliance and lastly, 

the summary of the chapter. 

2.2   Background of Personal Income Tax in Malaysia 

Income Tax Ordinance 1947 was officially announced in Malaya on 1 January 1948, 

then the Income Tax Ordinance was introduced in 1957 for Sabah and it was 

introduced in 1961 for Sarawak. Thus, different Income Tax Ordinance were applied 

in Peninsular Malaysia, Sabah and Sarawak. Therefore, as an attempt to legalize the 

law, the Income Tax Act 1967 (Act 53) in 1967 which was enforced in the year of 

assessment 1968 by Parliament of Malaysian. 

Under the Income Tax Ordinance 1947, Malaysia implemented Formal System 

namely, Official Assessment System (OAS). Since Malaysia has implemented the 

OAS, taxpayers need to furnish the related information relating to their earnings and 

expenditures to IRBM. According to Kasipillai (2000), the taxpayers are expected to 
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have imperfect information on taxation therefore the IRBM was responsible to raise 

assessment on the income declared by the taxpayers to determine the tax liability. 

However, in 2004 individual taxpayers were introduced with Self-Assessment 

System (SAS). Under SAS, the duty to figure out the tax payable is on the taxpayers 

as the taxpayers require to state their revenue, claim for deductions and rebates that 

allowable, and finally compute the taxable income in the Income Tax Return Form 

(ITRF). The tax return submitted considered as their notice of assessment until any 

adjustment need to be done by IRBM in terms of selected for auditing or the 

taxpayers themselves request for any amendments.   

The electronic tax-filing system was then introduced in 2006 by IRBM which 

includes individuals and companies. Under the e-filing systems, taxpayers are 

required to fill their tax returns via the internet. During the process, the system will 

assist the taxpayers on the correct information that was provided in the tax return. 

The system will automatically calculate the tax assessment based on the information 

given and the form are then, sent electronically to IRBM.  

2.3   Theoretical Assumption 

Fischer’s model measured non-compliance of tax by using Economic, Social and 

Physiological factors for explanation. The model grouped the 14 key factors affect 

taxpayers’ behaviour towards compliance which identified by Jackson and Milliron 

(1986) into 4 structures i.e demographic, noncompliance opportunity, attitudes and 

perception and tax system/structure. As suggested by Fischer’s model, the 

demographic variables indirectly affect taxpayer compliance by their influences on 

noncompliance opportunities and attitudes and perceptions. A common demographic 
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variable under this theory is age, gender and education. In the Fischer model, non-

compliance opportunity can affect taxpayer compliance directly through income 

level, income source and occupation and indirectly through attitudes and perceptions. 

Therefore, this study used Fischer’s model as a basis to develop the research model 

and the hypotheses. The Fischer Model is illustrated in Figure 2.1. 

 

Figure 2.1 
Fisher et al. (1992) tax compliance model 

2.4 Tax Compliance  

Taxpayers’ readiness to follow tax laws to achieve the economy steadiness of a 

country is defined as tax compliance by Andreoni, Erard and Feinstein (1998). 

Meanwhile according to Roth, Scholz and Witte (1989), compliance means that 

taxpayers submit all required tax returns on time, declare tax liability based on the 

tax rules and regulations. The precise value of tax compliance has a wide definition 

and has been well explained in several ways. Alm (1991) and Jackson and Milliron 

(1986) specified tax compliance means reports all the source of income and 
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payments as required by laws, regulations and court judgements, while Singh (2003) 

described that a person who filing the tax returns, declaring all taxable income 

correctly and pay the tax liability within stipulated time is the tax compliance.  

Meanwhile according to Ming Ling, Normala and Meera (2005), compliance means 

disclosed to tax authority as a taxpayer, filling the tax form annually and obey to 

make payments within time frames. Moreover, tax compliance divided into two 

perceptions such as in terms of administration and in terms of tax returns (Chow, 

2004; Harris, 1998).  

The ability and readiness to comply with tax laws influenced by legal environment, 

ethic and other situational factors at certain place and time were defined as tax 

compliance by Song and Yarbrough (1978). Some studies explained tax compliance 

from different point of view, where Allingham and Sandmo (1972) described tax 

compliance has relevant issues in reporting a genuine earnings and claimed that tax 

compliance behaviour might be affected when the taxpayers were in uncertainty 

situation.  

Palil and Mustapha (2011) defined the readiness of the taxpayers to follow the tax 

laws, state the exact income, claim the accurate deductions, reliefs and rebates and 

pay all the taxes on stipulated time is compliance in taxation. Palil (2010) also 

mentioned in the research that tax compliance is the significant matter in any 

developed and developing country even each country has their own tax rules and 

regulations in order to manage the tax systems and to improve the level of tax 

compliance. Meanwhile Kirchler (2007) measured taxpayers’ readiness to fulfil the 

tax payments is tax compliance. 
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2.5 Demographic variables and Tax Compliance 

Demographic variables on tax compliance have also been considerable part in 

literature and in Malaysia demographic variables for example gender, occupation, 

age and ethnicity have also been considered. The study on the direct impact of 

demographic factors such as income source, income level, education, gender and age 

on tax compliance was likely to be first reviewed by Jackson and Milliron (1986). 

 

2.5.1  Gender 

Diversified findings had been produced according to several studies that used gender 

as independent variables into tax compliance area. However, Jackson and Milliron 

(1986), Torgler and Valey (2010) found out that female are more comply compare to 

male while in contrast, there was no significant differences between males and 

females in regards of tax avoidance and non-compliance (Perumal, 2008; Kasipillai 

& Abdul-Jabbar, 2006) or knowledge in taxation (Palil, 2005) and compliance level 

(Ahmad et al. 2007). 

Males were more convinced when negative messages were enclosed while females 

are more convinced when positive messages were enclosed (Hasseldine & Hite, 

2003). The study by Ross and titlrMcGee (2011) found out that female were more 

opposed to non-compliance than male while Mohamad Ali, A., Mustafa, H., and 

Asri, M. (2007) mentioned that female were more compliant. In contrast, Title 

(1980) and Kinsey and Grasmick (1993) found out that males were less compliant. 

Nevertheless, Richardson (2008) found out that gender has no significant impact on 

compliance across 45 countries. 
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In summary, the findings on impact of gender towards compliance are inconsistent 

and although the findings on association between gender and tax compliance vary 

across the researches, the requirement to explore more on this variables is still 

relevant to support tax authority to design and establish the strategy in audit strategy.  

2.5.2  Age 

Mixed results between tax compliance and age has been revealed (Dubin & Wilde, 

1988; Clotfelter, 1983; Baldry, 1987; Ritsema, Thomas, & Ferrier, 2003) due to the 

demographic variables are at times discussed as the independent variables and at 

other time discussed as mediating variables (Loo, Evans & McKerchar, 2010). 

Though the results provide remarkable insight, nevertheless the association between 

age and tax compliance should be interpreted with concern.  

For Malaysian taxpayers numerous conclusions has been revealed. For instance, 

Abdul (2003) found that tax payers aged between thirty (30) and fifty (50) are less 

comply compare to older taxpayers (Perumal, 2008). Nevertheless, based on survey 

of university academic conducted by John-Abdullah and Ahmad (2004), age is not a 

relevant factor. On the contrary, there was positive association between age and 

compliance (Beron et.al,1992; Dublin and Wilde,1988; Clotfelter, 1983).  

In summary, demographic factors such as age have been researched by various 

researchers, yet the results remain questionable. Prior researches have shown that age 

could give numerous impacts on tax compliance. Therefore, the extended study on 

the effect of age is a must to gain better understanding on tax compliance behaviour 

among salaried taxpayers. 
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2.5.3  Education 

According to Radtke (2005), education level is one of factors that the researcher 

included in the studies as a control variable. Chan, Troutman and O’Bryan (2000) 

investigate the results of educational and income level as two non - compliance 

factors. Chan et. al. (2000) also suggested that higher education is connected to 

compliance directly where the research discussed that even though the educated 

taxpayers might aware of the chances of non-compliance, yet the better awareness 

about the tax system and the level of compliance may increase accordingly with ethic 

level. Jackson and Milliron (1986) also stated that education is a key role in 

influencing the tax decision to comply with the tax laws or not.   

Meanwhile, findings by Ross and McGee (2011) mentioned that no indication 

showed that tax compliance level affect by education level. The findings by 

Richardson (2008) discovered the association between compliance and education is 

negative. Nevertheless, Mohani (2001) suggested that the compliance level will 

improve by encouraging people to have certain level of requirement, capability and 

confidence to become a responsible taxpayer. 

In summary, when people have certain level of education, they can appreciate the tax 

laws better and this can give an impact as an individual in judging towards tax 

compliance thus, they can be more compliant as they understand their commitments 

towards nation. Therefore, using education as a variable to explore more on the 

impact towards tax compliance is still significant. 
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2.5.4 Income level 

According to Fischer’s model, non-compliance opportunities based on income level 

can be affected directly and indirectly through attitudes and perceptions. Research by 

Jackson and Milliron (1986), Christian and Gupta (1993) and Hite (1997) found a 

varied and uncertain influence of income level on compliance where it is believed 

that the vary tax systems between nations produced the diversified results. Mohani 

(2001) mentioned the probability of higher income earners to avoid tax is high 

because they feel the tax system is unfair in a country that distribution of income is 

not satisfied. 

Moreover, Loo (2006) discovered that high income earners in Malaysia were less 

compliant which shown that the income level has a significant effect on compliance 

whilst in contrast, Trogler (2007) and Wearing and Heady (1997) stated that high 

income earners were more compliant.  

Meanwhile, Park and Hyun (2003) mentioned that the effect between tax compliance 

and income level is insignificant.  The similar findings as Park and Hyun (2003) also 

founded by Chan et. al (2001) whilst Andreoni et. al (1998) stated that the effect 

between income and compliance in the USA is unconvincing. 

Hence, although the results from previous studies evidenced the mixed findings, 

using the income level as one of variable to investigate the impact towards tax 

compliance is still important. 
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2.5.5  Ethnicity  

Ethnicity is a belief used to show the connection existing between groups to 

differentiate themselves from others and culturally different (Ackren, 2009). 

According to Erikson (2002) ethnicity shows the cultural tradition of people and it is 

commonly believed to express cultural differences. 

One of determinant in a study by Chan et. al. (2000) is ethnicity where they explored 

the tax compliance behaviour between Chinese taxpayers in US and Hong Kong in 

terms of the similarities and differences. They suggested that the differences in 

culture should be considered in order to improve taxpayers’ compliance. Chau and 

Leung (2009) also suggested that culture is one of relevant factor that impacts 

taxpayer’s compliance behaviour. Meanwhile Lewis et. al. (2009) also said that the 

diversify ethnicity influenced the taxpayer’s compliance behaviour. Dornsten (1976) 

also stressed out that ethnic background, length of residing in the country and age 

were several elements that effect tax compliance behaviour.  

Song and Yarbough (1978) as well as Aitken and Bonneville (1980) mentioned in 

their studies, that tax compliance being higher among whites than non-whites in the 

US while Kasipillai et. al., (2003) found that Indian respondents had more impacts 

towards tax avoidance rather than to Malays and Chinese. Tsakumis et al., (2007) 

also mentioned out that by including the study of ethnic culture, the awareness on tax 

compliance behaviour will be expanded. Kasipillai and Abdul-Jabbar (2006) in 

contrary found out that ethnicity variable has no significant differences towards non-

compliance. 
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Given these facts, using ethnicity as a variable in this study might give another 

proven whether the association between ethnicity and tax compliance is a significant 

influence. 

2.6   Tax Knowledge and Tax Compliance 

Abdul-Latiff, Amin-Nordin, Che-Omar and Harijito (2005) determined that 

understanding level and knowledge of tax in Malaysia is generally measured low for 

all professions. A survey on university staff conducted by John-Abdullah and Ahmad 

(2004), showed that the compliance was not linked to someone career and 

correspondingly Palil (2005) discovered that, no differences between individuals 

hired in the private sectors and public sectors with the knowledge in taxation. 

Various researches has been proven that knowledge can effect on compliance 

behaviour (Mohamad Ali et al., 2007) and tax knowledge can be separated into 

common education received or knowledge specifically engaged at potential chances 

to evade tax. Eriksen and Fallen (1996) stated that the important factor that can 

provides the common understanding of taxation is the level of education received 

particularly anything linked to tax laws and regulations. As mentioned by Singh 

(2003), there was a relationship shown between the capability of the taxpayers to 

understand the tax laws and the capability for them to comply. Given the indication 

that the knowledge affects the taxpayers’ understanding, an observable issue whether 

the tax compliance will improve accordingly with the improvement knowledge in 

taxation (Singh, 2003; Eriksen & Fallan 1996; Harris, 1989).  
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Moreover, study by Amrizah and Nero (2005) found that working salaries adults in 

particular East Malaysia had average level of tax knowledge in personal taxation 

meanwhile Loo and Ho (2005) also found out that the tax knowledge among working 

salaries respondents in Malacca were not adequate relating to personal taxation even 

their level of education is tertiary. Unpredictably, there were no awareness among 

them about exemptions, entitlements individual tax reliefs and rebates. The effect is 

most of salaried taxpayers in Malaysia might have submitted the tax returns wrongly. 

2.7   Tax Ethics and Tax Compliance 

Taxpayers’ ethic are commonly understood to affect their behaviour compliance 

(Henderson & Kaplan, 2005, Trivedi et al., 2005). According to Kirchgassner (2010), 

tax morale can be describe as an attitude while tax compliance as an action. 

Individuals with higher level of ethic are focusing more on their rapport with others 

and on personally held principles rather than on themselves (Kohlberg, 1981) and 

Malaysian taxpayers accept that it is their responsibility and to file tax returns and 

pay the tax liability (Ho et al., 2006). Malaysian taxpayers also feel that are 

unprincipled and immoral if they know their responsibility as a taxpayers but fail to 

meet that responsibility and they think penalization should take in place (Kasipillai et 

al., 2003). 

There is also an indication showing taxpayers with greater level of monetary 

knowledge tend to have positive ethic towards taxation compare to opposite level of 

monetary knowledge (Singh, 2003).  Restrained researches to date in Malaysia 

towards taxpayer ethic are reliable in their discovery that ethic contribute a positive 
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influence on compliance behaviour. Hence, the exploration more on this ethic as a 

variable still significant to find the impact of the tax ethic towards tax compliance. 

2.8  Summary 

This chapter describe the theoretical foundation of the study, relevant earlier 

literature regarding tax compliance and contribution factors of tax compliance. 

Similarly, the chapter highlighted the factors effecting towards the tax compliance 

such as demographic factors, ethnicity, tax knowledge and tax ethic. Hence the study 

helps to understand the factors that motivating and affecting the Malaysian taxpayers 

towards tax compliance behaviour in overall. 
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CHAPTER 3 

RESEARCH METHODOLGY  

3.1 Introduction 

This chapter focuses on the methodology used in research process. The chapter 

highlighted the subsequent research essential which includes; conceptual framework 

and hypotheses development, population, research design and sampling technique, 

variables measurement, data collection procedure and model specification used in the 

study. 

3.2 Conceptual Framework 

This study investigate the relationship between independent variables (demographic 

factors, tax knowledge and tax ethic) and dependent variable, tax compliance 

behaviour among salaried taxpayers.  The researcher develops a model for the 

purpose of the research as illustrated in figure 3.1. The model was used to analyses 

the significant differences between demographic factors which are gender, age, 

education level, income level and ethnicity towards salaried taxpayers’ compliance 

behaviour. Moreover, the significant relationship between tax knowledge and tax 

ethic towards salaried taxpayers’ compliance behaviour will also be evaluated. 

Figure 3.1 shows the conceptual research framework of the study. 
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Figure 3.1 
Conceptual Framework: Factors affecting taxpayer compliance behaviour 
 

3.3  Hypotheses Development 

This section explained on the development of hypotheses related to the effects of 

four variables on demographic (gender, age, education, income level and ethnicity), 

tax knowledge and tax ethic on the behaviour of salaried taxpayers.  

3.3.1  Gender and tax compliance  

The significant correlation between tax compliance and gender has received some 

consideration in previous literature yet, the finding varies among the researchers. 

Some researchers found that compliant are more by male gender but other 

researchers found on the other ways or no significant difference at all. It is suggested 

to explore more on gender variable even though the outcome of the findings are still 

sustain. Jackson and Milliron (1986) mentioned that gender is among substantial 

factor affecting tax compliance attitude and behaviour of taxpayers which Hasseldine 

and Hite (2003) revealed that male taxpayers less compliant compare to female 

taxpayers. However, Hasseldine and Hite (2003) also noticed out that males were 

more convinced when negative messages were enclosed while females are more 

Demographic 
Factors 

Tax Compliance Behaviour 

Tax Compliance 

Behaviour 
Tax  

Knowledge 



24 
 

convinced when positive messages were enclosed. In contrast, Friedland, Maital and 

Rutenberg (1978) as cited by Palil (2010) mentioned that female are less compliant.  

Meanwhile Richardson (2008) suggested that no significant impact between gender 

and tax compliance. Based on the both literature review, the following hypothesis is 

develop: 

H1A:  There is significant differences between gender and tax compliance. 

 

3.3.2  Age and tax compliance 

Generally, demographic factors have been researched by many researchers and 

findings are different in numerous way. Palil (2010) cited in his research that for 

example Wahlund (1992), Warneryd and Walerud (1982) and Tittle (1980) stated 

that compliances are less on older people. Contrary, Chung and Trivedi (2003), 

Dubin, Graetz and Wilde (1987) as well as Beron, Tuachen and Witte (1992) 

explored that age was positively linked with tax compliance.  Jackson and Milliron 

(1986) also suggested that age has a positive connection towards taxpayers’ 

compliance meanwhile Ritsema et. al. (2003) concluded that younger people were 

less compliant and age is a main issue for international tax evaders. Referring on the 

both literature assessment, the following hypothesis is develop: 

H1B:  There is significant differences between age and tax compliance. 

3.3.3 Education and tax compliance 

According to Jackson and Milliron (1986), prior literature evidenced the positive 

relationship between education level and tax compliance. Chan et. al. (2000) assume 
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that education level is connected directly to a probability of compliance.  Song and 

Yarbrough (1978) also postulate that people with higher knowledge in financial have 

better ethnic score than people with lower financial knowledge. Richardson (2006) 

also concluded that education level plays significant part on tax evasion. Referring 

on the both literature assessment, the following hypothesis is develop: 

H1C:  There is significant differences between education and tax compliance 

3.3.4  Income level and tax compliance 

Andreoni et. al. (1998) indicate that most of the tax theoretical model shown that tax 

evasion increases positively with the increasing in income level. Ross and McGee 

also found that the higher income level, the higher opportunities ones opposed to tax 

non-compliance. In contrast, Houstan and Tran (2001) stated that the lower income 

group less compliant compared to higher income group. Referring on the both 

literature assessment, the following hypothesis is develop: 

H1D:  There is significant difference between income level and tax compliance 

3.3.5 Ethnicity and tax compliance 

Palil (2005) in his study found out that there was significant differences in tax 

knowledge occurred between Malays and Chinese as well as between Chinese and 

Indians. In a following study, Palil and Lymer (2009) found that Malays were 

significantly higher in tax knowledge but not clear indication whether this affected 

the compliance behaviour. Referring on both literature review, the following 

hypothesis is develop: 

H1E:  There is significant differences between ethnicity and tax compliance 
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3.3.6 Tax knowledge and tax compliance  

Various researches has been described the influence of tax knowledge towards 

compliance behaviour (Engida & Baisa, 2014). Singh and Bhupalan (2001) 

mentioned that tax knowledge has near relationship with the ability of taxpayers to 

comprehend the tax laws and regulation as well as their capability to comply. 

Referring on the both literature review, the following hypothesis is develop: 

H2:  There is significant association between tax knowledge and tax compliance 

3.3.7 Tax Ethics and tax compliance  

Song and Yarbrough (1978) stated in the study, the taxpayers’ ethics is significant 

factor in a tax system which mainly based on voluntary compliance. The study by 

Song and Yarbrough (1978) also found a negative level of tax ethics towards tax 

compliance. Jackson and Milliron (1986) also identified that numerous attitudes 

towards taxation, such as tax ethics have the implication towards tax evasion. 

Referring on the both literature review, the following hypothesis is develop: 

H3:  There is significant association between tax ethic and tax compliance 

3.4 Research Design 

The objective of this study is to determine the association between demographic 

(age, gender, income level, ethnicity and education) tax knowledge, ethic and tax 

compliance behaviour among salaried taxpayers in Seremban, Negeri Sembilan. This 

research meant to ascertain on the tax compliance behaviour among Seremban 

salaried taxpayers. Quantitative research design used in the present study by 

distributing the questionnaires to respondents. Based on Gall et. al., (2003) 
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quantitative research is suitable instrument which involve a large sample size that 

require a distribution of structural survey instruments like questionnaire.   

3.5 Operational Definition  

The following terms presented in Table 3.1 are the operational definition of study, 

and they are defined as follows: 

 

3.6 Measurement of variables 

There were seven variables chosen in this study to determine their affects towards tax 

compliance behaviour. Nevertheless, five out of seven variables are reasoning on 

demographic profile of respondents which are gender, age, education level, income 

level and ethnicity. The others two variables, namely tax knowledge and tax ethic. 

To test the influence of independent variables towards dependent variables, a 

multiple choice scale were used in Section A (demographic profile of respondents), a 

ticking option ranging from three scale (Yes, No and Not Sure) were used in Section 

Table 3.1 
Operational Definition of Variables  
 Variables                                             Description 
Tax compliance Submit the tax returns on stipulated period, 

declare all source of income, claim the exact 
expenses incurred and pay tax liability in given 
period of time. 

Demographic  Population based on factors such as age, 
gender, ethnicity, education background, 
income level. 

Tax knowledge The level of awareness of the taxpayers 
towards tax rules and regulations. 

Tax Ethic The behavioural of taxpayers towards taxation 
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B (tax knowledge), a 5-point Likert scale (1= Strongly Disagree to 5 = Strongly 

Agree) were used to measure items in Section C (tax compliance) and D (tax ethic). 

3.6.1 Tax Compliance Behaviour 

Tax compliance is define as taxpayers’ readiness to follow tax laws, submit all 

requires tax returns on time, declared tax liability based on the tax rules and 

regulations also define as reports all the source of income and payments as required 

by laws, regulations and court judgements. The definition has been adopted by 

numerous studies such as Andreoni, Erard and Feinstein (1998), Roth et al., (1989), 

Alm (1991) and Jackson and Milliron (1986). In this study, tax compliance was 

measured using a 5-point Likert Scale with answers ranging from 1= Strongly 

Disagree to 5 = Strongly Agree. In this study, tax compliance was measured utilizing 

five items adapted from Palil (2010). The details of statements used for measurement 

are presented in Table 3.2.  

 

 

 

 

Table 3.2 
Measurement items for Tax Compliance Behaviour  
 Variable                                              Measurable Item 
Tax Compliance  
behaviour  

Serious enforcement and penalty by the IRBM may 
result myself to comply 
Because IRBM is efficient in its dealings with taxpayer 
correspondence I shall comply 
I will submit my tax return according to due date every 
year 
I will ensure the information in my tax return is correct 
I will pay my income tax when is due 
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3.6.2 Demographic Factors  

In this study, the variables for demographic factors consists of gender, age, education 

level, income level and ethnicity. These demographic variables become independent 

variables in this analysis so that a association between these demographic factors and 

tax compliance behaviour could be analysed. All these were measured using multiple 

choice scales. The details of statements used for measurement are presented in Table 

3.3. 

 

3.6.3  Tax Knowledge  

Knowledge about tax is assumed to be important for preferences and attitude towards 

taxation according Eriksen and Fallan, 1996. The knowledge on tax could give an 

effect on compliance behaviour and this proven from numerous prior studies 

(Mohamad Ali et. al., 2007). In this study, the level of tax knowledge was divided 

into four categories adapted from Palil (2010), namely tax knowledge about 

responsibilities and rights, tax knowledge about employment income, tax knowledge 

Table 3.3 
A description of the variables in Section A  
 Variables                                             Description 
Gender Classified into two groups; Male and Female 
Age Divided into three groups; 20-30, 31-40 and 

above 41 
Education Highest education level obtained and divided 

into four levels (PhD, Master, Bachelor Degree 
and others 

Income Level Divided into five groups; RM3,500-RM5,000; 
RM5,001-RM6,500;RM6,501-RM8,000; 
RM8,001-RM9,500 and above RM9,501 

Ethnicity Classified into four: Malay, Chinese, Indian 
and others (other immigrants from other 
countries 
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about relief and tax knowledge about offences, penalty and compound. This parts 

required respondents to answer by ticking option ranging from three scale (Yes, No 

and Not Sure) as used by Eriksen and Fallen (1998) in differentiating the level of tax 

knowledge. The details of statements used for measurement are presented in Table 

3.4. 

 

3.6.4 Tax Ethics 

Tax ethics define as general range and ethical behaviour level is dependent on how 

people identify the behaviour being measured (Ajzen, 1988). In this study, tax 

compliance was measured using a 5-point Likert Scale with answers ranging from 1= 

Table 3.4 
Measurement items for Tax Knowledge 
 Variables                                             Description 
Taxpayer General Responsibility 
and Rights 

To inform and declare actual income received 
from all sources to the IRBM 

 To keep records/documents pertaining to 
income and expenditure for a period of seven 
years after submission of the Tax Return 

 To pay taxes due within 30 days from the date 
of issue of the Notice of Assessment or within 
the stipulated period 

Types of Income Basic salaries 
 Leave pay 
 Commission 
 Allowance or perquisite whether in cash or 

otherwise 
 Living accommodation provided by employer 
Reliefs Personal relief is granted automatically 
 Medical expenses for parents limited to 

RM5,000 
 Purchase of books, journals and magazines 

including newspaper limited to RM1,000 
 Child relief under 18 years old is RM2,000 
 Restricted for six child only 
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Strongly Disagree to 5 = Strongly Agree. In this study, tax compliance was measured 

utilizing five items adapted from Palil (2010). The details of statements used for 

measurement are presented in Table 3.5.  

 

3.7  Data Collection 

The data collection was done by using survey approach in this study, which is 

consider as a primary data. Primary data is referred as the first hand data which 

usually collected through the responses from target group by means of questionnaire, 

survey form, phone interview or face-to-face interview. The data collection 

procedures began by informing Human Resource Department, IRBM and also 

Director of IRBM Seremban Branch through formal email in order to seek the 

approval to conduct the data collection during Hasil4U Programme 2016 in 

Seremban Branch. Once the approval was endorsed, the questionnaires was 

distributed manually in hardcopy form directly to the respondents who came to 

IRBM Seremban Branch during Hasil4U Programme 2016. Permission letter was 

Table 3.5 
Measurement items for Tax Ethics 
 Variable                                              Measurable Item 
Tax Ethics  I would feel guilty if I excluded some of my 

income when completing my tax return 
Since the supporting documents do not need to 
be sent to the IRBM, I won’t manipulate the 
figure in the tax return 
I do think it is ethically wrong if I excludes 
small amount of income when completing the 
tax return 
I think it is wrong claiming personal relief 
without supporting documents 
It is unethical to include false information in 
the tax return 
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attached together with the manual questionnaire to seek assistance from the 

respondents. The data collection was conducted from March until April, 2016. 

3.8 Population of Study 

The study population consisted individual taxpayer that came to IRBM Seremban 

Branch during Hasil4U Programme 2016. According to IRBM Tax Operational 

Department, total Seremban taxpayers submitted their IFTR 2016 using e-filing were 

117,834. The unit analysis used in this study were individual salaried taxpayer.  

3.9 Sampling Size 

The total sample size for this study was 500 which referred to Sekaran (2003),the 

sample size larger than 30 and less than 500 are suitable for most research. Roscoe 

(1975) also stated that there should be 10 sample for each variables. Hence, the 500 

sample size that have been chosen is adequate for this study as suggested by Sekaran 

(2003) and Roscoe (1975). 

3.10 Sampling Technique 

This study used convenience sampling which means a non-probability sampling 

technique where respondents are selected because they easy to access and proximity 

to researcher. It is also a method to persuade respondents to take part in the survey 

and random sampling is the simplest method to obtain a good sample. According to 

Peterson and Merunka (2014), the convenience samples of undergraduate college 

students as respondents were used in investigating consumer behaviour. Moreover, 

convenience sampling efficient to use within a short period and cost effective to 

complete the study.  
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3.11 Instrumentation 

Data compilation of this study primarily relied upon a questionnaire which was 

distributed to respondents at the target area. The respondents were taxpayers that 

came to IRBM Seremban Branch during Hasil4U programme. The researcher used 

questionnaire as main tools for collecting information from the respondents to 

identify the relationship among independent variables and the dependent variable in 

order to determine tax compliance behaviour between Seremban salaried taxpayers. 

The questionnaire consisted of four main sections; section A consists of demographic 

profile of the respondents (gender, age, education level, income level and ethnicity). 

Where else Section B (tax knowledge) consist of four parts (taxpayer’s general 

responsibilities/rights, types of income, relief and offences/penalty and compound). 

Section C consist of tax compliance and finally Section D consist of tax ethics. 

3.12 Data Analysis Technique  

The data or information which was gathered through questionnaire from the 

respondents was sorted and tested using a software called Statistical Package for 

Social Sciences (SPSS) version 22.0 for data analysis. The data analysis was done 

using SPSS to examine the association among demographic, tax knowledge, 

ethnicity, ethic and salaried taxpayers’ compliance behaviour. Hence, the study 

applied few methods of analyses and the data were analysed in detailed in chapter 

four. The descriptive and inferential analysis like one way Anova, T-test and 

Pearson’s Correlation were engaged to analyse the data in the study. 
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3.13  Summary 

Chapter three has focused on deliberating on the methodology used in conducting 

this research.  Other than that, this chapter also discusses on the research design, 

instrumentation, data collection and techniques used for data analysis. The detailed 

output of the data analysis will be discussed further in chapter four. 
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CHAPTER 4 

FINDINGS AND ANALYSIS 

4.1   Introduction 

This is the fourth chapter of the study and it presents the final outcomes and analysis 

of the gathered information. The purpose of this section is to detail the discovery of 

the research and the data were analysed by a number of techniques; such method 

used is a descriptive statistics, one-way ANOVA, independent samples t-test, 

Pearson’s correlation. In addition, independent samples t-test and one way ANOVA 

will describe the significant difference with dependent variable. Meanwhile, the 

correlation will describe the relationship between independent variables and 

dependent variable.  

4.2   Research Response 

Data was analysed from 338 questionnaires with complete answer. In order to 

analyse all this data, the researcher used the SPSS software version 22 program. For 

the purpose of this project paper, the researcher analysed the collected information 

and data from the respondents by developing the reliability test, frequency 

distribution, independent samples t-test, one-way ANOVA test, and Pearson’s 

correlation test. For the data collection purpose, about 338 respondents are answered 

during the visit. Out of the 500 questionnaires sent, 338 are usable, 87 are not usable 

due to not fully answer the questionnaire and 75 are not return back, resulting 67.6% 

response rate. According to Hair et al., (1998) when the respond rate more than 50% 

of the respondent are acceptable. 
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4.3  Demographic Characteristics of Respondents 

This section describes respondents’ demographic and tax background including 

gender, ethnicity, age, marital status , academic qualifications, income levels, usage 

of E-filing to file tax returns, current employer, income, and being audited 

experience by the tax authority personnel. Some descriptive statistics are also 

illustrated in this section. 

The respondents involved of 122 (36.1%) females, 216 (63.9%) males. The majority 

of the respondents were Malays ethnics with 236 (69.8%), followed by Chinese, 

Indian and other ethnicity with 67 (19.8%), 30 (9%) and 5 (1%) respectively. Figure 

4.1 represents the gender statistics and figure 4.2 represents ethnicity statistics. 
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Figure 4.1:  
Respondents’ Gender 
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Figure 4.2 
Ethnicity of the respondents 
 

Figure 4.3 represents the age statistics. Three age groups concerned in this study. The 

main  respondents, (179 or 52.96%) were between aged 41 years old and above and 

respondents in the group of 31 to 40 years old was the lowest number with 79 

responses (23.4%) and respondents aged between 20 to 30 years old with 80 

responses (23.7%).  
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Figure 4.3 
Respondents’ age of group  
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Figure 4.4 represents marital status statistics. A total of 338 of respondents, there a 

married respondents are the largest response with 268 (79.3%) respondents were 

single 59 (17.5%) and others 11 (3.3%) were widows/widowers. 
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Figure 4.4 
Marital status of respondents 
 

As presented in Figure 4.5, a total of 338 respondents, others qualification which are 

the respondents had a PMR/SRP, SPM/STPM, and Diploma response with 242 

(71.6%), while 81 (24.0%) respondents had bachelor degree level qualifications and 

master degree 11 (3.3%). Only 4 (1.2%) respondents had a higher level of education 

which are PhD level. 
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Figure 4.5 
Academic qualifications of respondents 
 

Figure 4.6 represents the current employer that response on this study. The larger 

response on this study are the private with 211 (62.4%) while government response 

with 127(37.5%). 
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Figure 4.6 
Current Employer of the respondents 

 

Figure 4.7 shown the majority 251 (74.3%) of the respondents earned from RM3,500 

to RM5,000, the respondents earned from RM5,001 to RM6,500 response with 52 

(15.4%), the respondents earned from RM6,501 to RM8,000 response with 17 (5%) 

while only 7 (2.1%) earned more than RM9,501.  
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Figure 4.7 
Income level of respondents 
 

4.4 Assumption Test 

The issues of normality, linearity, histogram and independence of residuals are 

studies of residual scatter plots to test the assumption (Coakes & Steed, 2009). Figure 

4.8 shows the normal P-P Plot of tax compliance, Figure 4.9 shows the normal P-P 

Plot of tax knowledge and Figure 4.10 shows the normal P-P Plot of tax ethics. The 

data output shown normal based on the scattered p-output output adjacent to the 

linear straight line. 
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Figure 4.8 
Normal P-P Plot of Tax Compliance 

 

 

Figure 4.9 
Normal P-P Plot of Tax Knowledge 
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Figure 4.10 
Normal P-P Plot of Tax Ethics 

4.5  The significant differences between demographic factors (gender, age, 

education, income and ethnicity) and salaried taxpayers’ compliance 

behaviour. 

In order to answer the first research questions, whether there are any significant 

differences between demographic factors and salaried taxpayers’ compliance 

behaviour. The test of analysis was conducted through Independent Sample T-test 

and one way ANOVA in order to analyse the hypotheses. Independent Sample T-test 

is used to observe the significant differences among demographic factors that only 

have two groups with compliance behaviour whereas One-way ANOVA is used to 

examine the significant differences between demographic factors that have more than 

two groups with compliance behaviour. 
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4.5.1 Gender 

The difference of gender was measured by using an Independent Sample T-test. It is 

used to do comparison for a variable that has two mean in order to test if there any 

significant differences between male and female towards salaried taxpayers’ 

compliance behaviour. The hypothesis as follow to be tested: 

H1A: There is significant difference between gender of taxpayers and tax compliance 

Table 4.1 
The difference between male and female towards salaried taxpayers’ compliance 
behaviour. 

Gender Mean Std. Deviation t-value Sig. 

Male 3.667 .829 
-1.294 .378 

Female 3.786 .785 

The result of the above Table 4.1 shows that the mean value of female 3.786 is 

higher than the mean value for male 3.667. It means that the female has more 

compliance to the tax compared to the male. The mean difference is only 0.119 while 

t-value is -1.294 and its significant level is more than 0.05. Since, the significant 

level (p-value=.378) is greater than the acceptable level of 0.05. Therefore, it can be 

concluded that there is no significant difference between male and female towards 

the salaried taxpayers’ compliance behaviour. 

4.5.2 Age 

The difference of age was measured by using a One-Way ANOVA. It is used to do 

comparison for a variable that has more than two groups in order to test if there any 

significant differences between age towards salaried taxpayers’ compliance 

behaviour. The hypothesis as follow to be tested: 
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H1B: There is significant difference between age of taxpayers and tax compliance 

Table 4.2 
The difference between age and salaried taxpayers’ compliance behaviour. 

Age Mean Std. Deviation f-value Sig. 
20-30 years 3.507 .714  

3.570 
 

.029* 31-40 years 3.719 .738 
41 years and above 3.797 .874 
*p<0.05 

The result of the above Table 4.2 presents the results of the ANOVA for group of 

age. As for the age factor, the mean for the three items that is ‘20-30 years’,’31-40 

years’ and 41 years and above are 3.507, 3.719 and 3.797. Moreover, the result of the 

F-value of the age happened to be 3.570 with a significant value (p-value=.029). The 

significant value for this factor is less than the alpha value of 0.05. Therefore, it can 

be concluded that there is significant difference among group of age and salaried 

taxpayers’ compliance behaviour. 

4.5.3 Education Level 

The difference of education was measured by using a One-Way ANOVA. It is used 

to do comparison for a variable that has more than two groups in order to test if there 

any significant differences between education towards salaried taxpayers’ 

compliance behaviour. The hypothesis as follow to be tested: 

H1C: There is significant difference between education of taxpayers and tax 

compliance 

Table 4.3 
The difference between education and salaried taxpayers’ compliance behaviour. 

Education Mean Std. Deviation f-value Sig. 
PhD 4.150 .191 

.521 .668 Master Degree 3.581 .695 
Bachelor Degree 3.681 .783 

Others 3.719 .836 
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The result of the above Table 4.3 presents the results of the ANOVA for group of 

education. As for the education factor, the mean for the four items that is 

‘PhD’,’Master Degree’,’Bachelor Degree’ and others are 4.150, 3.581, 3.681 and 

3.719. Moreover, the result of the F-value of the education happened to be .521 with 

a significant value (p-value=.668). The significant value for this factor is more than 

the alpha value of 0.05. Therefore, it can be concluded that there is no significant 

difference among group of education and salaried taxpayers’ compliance behaviour. 

4.5.4 Income Level 

The difference of income was measured by using a One-Way ANOVA. It is used to 

do comparison for a variable that has more than two groups in order to test if there 

any significant differences between income towards salaried taxpayers’ compliance 

behaviour. The hypothesis as follow to be tested: 

H1D: There is significant difference between income of taxpayers and tax 

compliance. 

Table 4.4 
The difference between income and salaried taxpayers’ compliance behaviour. 

Income Mean Std. Deviation f-value Sig. 
RM 3500-RM 5000 3.686 .795 

1.187 .316 
RM 5001-RM6500 3.792 .753 
RM 6501-RM 8000 3.823 .992 
RM 8001-RM 9500 3.418 .1.211 
RM 9501 and above 4.171 .687 

The result of the above Table 4.4 presents the results of the ANOVA for group of 

income. As for the income factor, the mean for the five items that is RM3,500-

RM5,000,RM5,001-RM6,500,RM6,501-RM8,000,RM8,001-RM9,500 and RM9,501 

and above are 3.686, 3.792, 3.823, 3.418 and 4.171. Moreover, the result of the F-

value of the income happened to be 11.187 with a significant value (p-value=.316). 
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The significant value for this factor is more than the alpha value of 0.05. Therefore, it 

can be concluded that there is no significant difference among group of income and 

salaried taxpayers’ compliance behaviour. 

4.4.5 Ethnicity 

The difference of ethnicity was measured by using a One-Way ANOVA. It is used to 

do comparison for a variable that has more than two groups in order to test if there 

any significant difference between ethnicity factors towards salaried taxpayers’ 

compliance behaviour. The hypothesis as follow to be tested: 

H1E: There is significant difference between ethnicity of taxpayers and tax 

compliance 

Table 4.5 
The difference between ethnicity and salaried taxpayers’ compliance behaviour. 

Ethnicity Mean Std. Deviation f-value Sig. 
Malay 3.776 .785 

2.326 .075 Chinese 3.656 .799 
Indian 3.366 1.034 
Others 3.840 .477 

The result of the above Table 4.5 presents the results of the ANOVA for ethnicity 

factors. As for the ethnicity factor, the mean for the four items that is 

‘Malay’,’Chinese’,’Indian’ and others are 3.776, 3.656, 3.366 and 3.840. Moreover, 

the result of the F-value of the ethnicity happened to be 2.326 with a significant 

value (p-value=.075). The significant value for this factor is more than the alpha 

value of 0.05. Therefore, it can be concluded that there is no significant difference 

between ethnicity factors and salaried taxpayers’ compliance behaviour. 
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4.6 The association between tax knowledge with tax compliance behaviour 

The association of tax knowledge with tax compliance behaviour was measured by 

using Pearson correlation. This correlation being used to know the significant 

association between independent and dependent variable. The hypotheses as follow 

to be tested: 

H2: There is a significant association between tax knowledge with tax compliance 

behaviour. 

Table 4.6 
Correlation between tax knowledge and tax compliance 

                                                            Variable Tax Compliance 
Tax Knowledge                                       Pearson Correlation 
                                                                 Sig. (2-tailed) 
                                                                            N 
 

-.140** 
.010 
338 

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

The Table 4.6 presents the result of the Pearson’s correlation analysis between the 

independent variables of the research which are tax knowledge and the dependent 

variable that is tax compliance behaviour. The result indicates that tax knowledge are 

correlated with the tax compliance. Further, the tax knowledge are correlated with 

tax compliance behaviour at (-0.14), which is interpreted as both of the variables is 

having a very weak association of each other.  

The p-value for the independent variables is less than the significant levels of both 

0.01. Therefore, the null hypothesis are failed to reject and the alternate hypotheses 

are accepted because the association is statistically significant at the 0.01 levels and 

it is concluded that there is a significant association among the tax knowledge and 

tax compliance behaviour. 
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4.7 The association between tax ethics with tax compliance behaviour 

The association of tax ethics with tax compliance behaviour was measured by using 

Pearson correlation. It is used to know the significant association among independent 

and dependent variable. The hypothesis as follow to be tested: 

H3: There is a significant association between tax ethics with tax compliance 

behaviour. 

Table 4.7 
Correlation between tax ethics and tax compliance 

                                                                  Variable Tax Compliance 
Ethic                                                       Pearson Correlation 
                                                                 Sig. (2-tailed) 
                                                                         N 
 

                 .710** 
                 .000 
                  338 

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

The Table 4.7 presents the result of the Pearson’s correlation analysis between the 

independent variables of the research which are ethic and the dependent variable that 

is tax compliance behaviour. The result indicates that ethic are correlated with the tax 

compliance. Further, the ethic are correlated with tax compliance behaviour at 

(71.0%). Sekaran (2003), has stated that correlation of less than 0.3, can be indicate 

weak association, while the correlation coefficient of greater than 0.3, less than 0.5, 

indicate moderate association and correlation coefficient of greater than 0.5, indicate 

greater association. Based on the result, it shows the greater association. 

The p-value for the independent variables is less than the significant levels of both 

0.01. Therefore, the null hypothesis are failed to reject and the alternate hypotheses 

are accepted because the association is statistically significant at the 0.01 levels and 

it is concluded that there is a significant association among the ethic and tax 

compliance behaviour. 
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4.8 Summary 

This chapter was designed to analyse and interpret the findings in accordance to the 

research hypotheses and research objectives of the study. Valuable findings were 

disclosed in relation to the survey ‘Salaried Taxpayer’s Compliance Behaviour’. 

Remarkable results with the salaried taxpayer’s compliance behaviour were 

presented and discussed in a form of tables and paragraphs. These outcomes were 

obtained from the analyses and tests made to the research hypotheses using 

Statistical Package for Social Sciences (SPSS) version 22. As the analyses were in 

accordance to the research hypotheses, there were three statistical tools used to 

present and report the result, namely, One-way ANOVA, Independent Samples T-

test, and Pearson Correlation analysis. T-test and ANOVA were used to test the 

differences among the demographic factors with the tax compliance behaviour 

whereas Pearson Correlation analysis was used to determine the correlation among 

the independent variables and the dependent variable. Hence, all the results of these 

tests were presented and discussed in a detailed manner in this chapter. The next 

chapter covers the discussions of these results and the conclusion and 

recommendation of the study. 
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CHAPTER 5 

DISCUSSION, CONCLUSION AND RECOMMENDATION 

5.1   Introduction 

This is the fifth chapter that discusses further on the output of this study in order to 

summarize the findings obtained by the research. In this chapter, the summary of the 

findings are based on the research objectives that is to determine the significant 

between the demographic factors and salaried taxpayer’s compliance behaviour, to 

investigate the association between tax knowledge level of salaried taxpayers’ 

regarding tax and to examine the association between tax ethic among salaried 

taxpayer’s regarding tax. Then, this chapter describe the contribution of the study.  

Further, the chapter also highlights the relevant implications and recommendations 

for future researches.  

5.2  Discussion  

Summary of the findings consistent with research objectives. The summary of the 

findings is delineated below. 

5.2.1 Objective 1: To determine any significant differences between 

demographic factors and tax compliance. 

The first objective of the study was to determine whether there is a any significant 

difference between the demographic factors with the tax compliance. The 

demographic factors analysed including gender, age, education, income level and 

ethnicity. Whereby the gender were analysed using Independent Sample T-test tool, 
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as it is either male or female, whereas the age, education, income level and ethnicity 

was analysed using One-Way ANOVA as it is a comparison between groups which 

are more than two groups. As for age, it contains three categories which are; ’20-30 

years old’,’31-40 years old’, and ’41 years old and above’. The educational level 

consists of four types as well, which are PhD, master degree and bachelor degree. 

The monthly income level is made up of five items, which are ‘RM 3500 and RM 

5000’,’RM 5001-RM 6500’,’RM 6501-RM 8000’,’RM 8001-RM 9500’ and ‘RM 

9501 and above’ meanwhile the ethnicity contains four categories which are; Malay, 

Chinese, Indian and Others. 

The findings from data analysis revealed that, there is no significant difference 

between female and male with tax compliance behaviour, given that P-value was 

more than alpha value that is (p = .378) (greater than 0.05, significant level).  The 

result obtained indicated that gender are not a factor of tax compliance behaviour. 

This result is correspond with the findings from Richardson (2006), which suggested 

that gender has no significant impact on compliance. The mean of value of female 

3.786 is higher than the mean value for male 3.667. It means that the female has 

more compliance to the tax compared to the male. This outcome was constant with 

the findings by which Hasseldine and Hite (2003) revealed that female were more 

compliant compared to male. 

Apart from that, the findings of the group of age revealed that there is a significant 

difference between group of age and tax compliance behaviour, given P-value was 

less than alpha value that is (p = .029) (less than 0.05, significant level). The result 

shown that there is a different in level of tax compliance between age group among 

salaried taxpayers in Seremban. This outcome was consistent with the findings of 
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Beron et.al (1992), Dublin and Wilde (1986) and Clotfelter (1983) where they 

mentioned there was positive association between age and compliance. The mean of 

value for age 41 and above showed the highest mean result, which is 3.797. This 

indicate that people aged between 41 and above are more compliant and the findings 

correspond with findings by Perumal (2008), which mentioned older people were 

more compliant. 

Moreover, the result of ANOVA on the educational level, with a P-value more than 

alpha value that is (p = .668) (greater than 0.05, significant level). The significant 

value for this factor is more than the alpha value of 0.05. Therefore, it can be 

concluded that there is no significant variance between group of education and 

salaried taxpayers’ compliance behaviour. The result explained that the education 

level of taxpayers have no effect towards tax compliance behaviour. This outcome 

was not consistent with the findings of Ross and McGee (2011) mentioned that no 

indication showed that tax compliance level affect by education level. The findings 

by Richardson (2008) also discovered the association between compliance and 

education is negative. 

For the income level, with a P-value more than alpha value that is (p = .316) (greater 

than 0.05, significant level). The significant level value for this factor is more than 

the alpha value of 0.05. Therefore, the result shows there is no significant difference 

between groups of income level with the salaried taxpayer’s compliance behaviour. 

This result is correspond to the study by Park and Hyun (2003) where they 

mentioned that the effect between tax compliance and income level is insignificant.  

The similar findings as Park and Hyun (2003) also founded by Chan et. al (2001). 
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Meanwhile, Andreoni et. al (1998) also stated that the effect between income and 

compliance in the USA is unconvincing. 

Furthermore, the result of the F-value of the ethnicity happened to be 2.326 with a 

significant value (p-value=.075). The significant value for this factor is more than the 

alpha value of 0.05. Therefore, it can be concluded that there is no significant 

difference between salaried taxpayers’ compliance behaviour and ethnicity. This 

result corresponds to the study by Kasipillai and Abdul-Jabbar, (2006) where found 

out no difference in tax compliance behaviour and attitude of the ethnic groups in 

Malaysia. 

5.2.2 Objective 2: To determine any significant association between tax 

knowledge and tax compliance. 

The second objective of the study, which are meant to seek facts about the level of 

tax knowledge of salaried taxpayers’ in order to find the association between tax 

knowledge and compliance behavior. To achieve this objective, the independent 

variables of the study which are tax knowledge has been tested to draw a conclusion 

concerning whether there is an association with tax compliance behaviour. 

The result indicates that tax knowledge are correlated with the tax compliance. 

Further, the tax knowledge are correlated with tax compliance behaviour at (-14.0%). 

The negative sign (-) show a negative association between tax knowledge and level 

of tax compliance. In this negative association, it is explained that if there is a high 

level in tax knowledge, then the level of tax compliance will decrease.  

Sekaran (2003), has stated that correlation of less than 0.3, can be indicate weak 

association, while the correlation coefficient of greater than 0.3, less than 0.5, 
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indicate moderate association and correlation coefficient of greater than 0.5, indicate 

greater association. Based on the result, it shows the weak association. The p-value 

for the independent variables is less than the significant levels of both 0.01. 

Therefore, the null hypotheses are rejected and the alternate hypothesis are accepted 

because the association is statistically significant at the 0.01 levels.  

The result shows there is a significant correlation between tax knowledge and tax 

compliance behaviour. This outcome constant with the findings by Eriksan and 

Fallen (1996) stated that the important factor that can provides the common 

understanding of taxation is the level of education received particularly anything 

linked to tax laws and regulations. As mentioned by Singh (2003), there was a 

relationship shown between the capability of the taxpayers to recognise the tax laws 

and the capability for them to comply. Given the indication that the knowledge 

affects the taxpayers’ understanding, an observable issue whether the increase on tax 

knowledge will in improve tax compliance (Singh, 2003; Eriksen & Fallan, 1996; 

Harris, 1989). 

5.2.3 Objective 3: To determine any significant association between tax ethics 

and tax compliance. 

The third objective of the study, which are meant to seek facts about the level of tax 

ethic among salaried taxpayers in order to find the association between ethic and tax 

compliance. To achieve this objective, the independent variables of the study which 

are tax ethic has been tested to draw a conclusion concerning whether there is any 

association with tax compliance behavior. 
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The result indicates that ethic are correlated with the tax compliance. Further, the 

ethic are correlated with tax compliance behaviour at (71.0%). Sekaran (2003), has 

stated that correlation of less than 0.3, can be indicate small or weak association, 

while the correlation coefficient of greater than 0.3, less than 0.5, indicate moderate 

or medium association and correlation coefficient of greater than 0.5, indicate. Based 

on the result, it shows people with high tax ethics have high tax compliance 

behaviour. 

The p-value for the independent variables is less than the significant levels of both 

0.01. Therefore, the null hypotheses are failed to reject and the alternate hypotheses 

are accepted because the association is statistically significant at the 0.01 levels. And 

it is concluded that there is a significant association between the ethic and tax 

compliance behaviour. 

The result shows there is a significant association between tax ethic and tax 

compliance behaviour. This outcome was consistent with the findings of Lumumba 

(2010) found the is a very solid relationship between the taxpayers’ attitudes and tax 

compliance in Kenya as a result taxpayers’ attitudes boosts tax compliance in Kenya 

since the correlation of 0.086 which mean have a relationship between ethic and 

compliance behaviour. 

5.3 Implications 

Based on the above discussion, the findings of this study have significant 

contributions, which have both theoretical and practical implications. These 

implications are discussed as below. 
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5.3.1 Theoretical 

Past literatures have examined numerous influences related to tax compliance since 

1970’ from various disciplines such as economics, psychology, accounting, public 

administration, criminology and sociology (Loo, Evans & McKercher, 2010). In 

Malaysia context, according to Loo, Evans and McKercher (2010) mentioned 

majority of studies have focused on various factors influencing compliance 

behaviour of individuals and small business taxpayers.  

 

As far as my concern, previous study on tax compliance for instance study from 

Kasipillai and Abdul-Jabbar (2006) used Universiti Utara Malaysia (UUM) staff as a 

respondent while Palil, Md. Akir and Wan Ahmad (2011) used working adults 

pursing MBA programme in Universiti Kebangsaan Malaysia as their respondents 

which indicate that the respondents involved might not eligible to taxation. However, 

this study using the taxpayers that have a tax file and they know that they are eligble 

to taxation as a respondents. Thus, this study has generally contributed by adding to 

the existing literature on tax compliance behaviour.  

 

5.3.2 Practical 

The results of the present study conducted are beneficial to the government and tax 

authority in order to identify the factors that influence tax compliance behaviour in 

Malaysia. From the findings there is a significant differences between age and 

association between tax knowledge and tax ethic towards salaried taxpayers 

compliance behaviour. Therefore, the positive association between the independent 

variables and tax compliance could be used as a key input for IRBM to improve the 

compliance level especially in targeting group of taxpayers. The input from the study 
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also could provide the government to gain a better understanding of the key variables 

that significantly associated with the tax compliance and enable the authority to 

implement appropriate strategies to boost country tax revenue collection. 

 

Moreover, the findings could also be useful to IRBM to continuously promote and 

improve voluntary compliance thus contributing to the nation development agenda. 

Other than that, the results could also use by IRBM to design audit framework and 

improve the auditing and investigation process in order to increase voluntary 

compliance among taxpayers. 

5.4 Limitations of study 

This study has been conducted with some limitations where the study is conducted 

only among salaried taxpayers that mostly resident in the state of Negeri Sembilan. 

Therefore the generalizability of this study is limited to the scope of the study and 

other places that have the same setting. Another limitation is the exclusion of salaried 

taxpayers that fill the tax returns using e-Filing system at other place not at IRB 

Seremban Branch and also salaried taxpayers that submit the tax returns manually. 

5.5 Suggestions and recommendations for future research. 

Based on the findings and the limitations of this study, the others possible area that 

might need to explore for future researchers are to expand the variables that can 

affect the tax compliance behaviour and at the same time use the larger sample of 

size where can provide more accurate results. Another point for future research can 

be made by identify others factors especially in aspect of economic and physiological 
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which can affect taxpayers’ compliance behaviour. Moreover, other areas that 

potentially could benefit in future research are in taxpayers’ financial conditions and 

alterations in tax laws and regulations.  

Lastly, the perception of taxpayers on public government quality, future tax cost and 

tax rate may need in depth study to obtain an understanding towards tax compliance 

behaviour. Besides, using other methods in data collection for example qualitative 

surveys might give different insight of results and reduce the personal bias of 

respondents. 

5.5 Conclusions 

This study found that the group of age has significant difference towards tax 

compliance behaviour meanwhile tax knowledge as well as tax ethic have an 

association towards tax compliance. Hence, it can be concluded that older people are 

more compliant while tax knowledge has negative association with tax compliance 

where if there is a high level in tax knowledge, then the level of tax compliance will 

decrease. The results from independent variable, tax ethics have positive association 

towards tax compliance behaviour which means someone with high tax ethics has 

high tax compliance behaviour. As been discussed above, this study could help 

related parties in making difference decisions towards tax compliance and at the 

same time could help IRBM to continuously improve tax audit frameworks. Finally, 

recommendations have also been made with the hope that this study can be extended 

with the future study expanded from different perspective or dimensions. 
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Appendix A: Questionnaire 

 
 

COLLEGE OF BUSINESS  
QUESTIONNAIRE 

 
The Influences of Demographic Factors, Tax Knowledge and Tax Ethics 

on Tax Compliance among Salaried Taxpayers in Seremban 

Dear participant, 

I am a postgraduate student from Universiti Utara Malaysia (UUM) and currently 

conducting a project paper for my Master of Science (International Accounting). I 

would like to invite you to participate in this survey ‘The Influences of Demographic 

Factors, Tax Knowledge and Tax Ethics on Tax Compliance among Salaried 

Taxpayers in Seremban’. There are 4 sections in this questionnaire which will take 

approximately 10 minutes to be completed. 

 
Your participation in this survey is completely anonymous. Your responses will be 

strictly kept confidential and data collected from this survey will be reported for 

academic purpose only. Your participation in this survey is highly appreciated. 

 

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

cooperation.  

 

Yours sincerely, 

Azlina binti Ismail (819503) 
Candidate for Master of Science (International Accounting) 
Universiti Utara Malaysia 

 012-2042456 
 inna.eight@gmail.com

 



69 
 

SECTION A: RESPONDENT PROFILE  
BAHAGIAN A: PROFIL RESPONDEN 

 
Please Tick (√) in the box provided. 
Sila tandakan (√) di dalam kotak yang disediakan. 

1. Sex / Jantina 

o Male/ Lelaki  
o Female / Perempuan 

2. Ethnicity/Bangsa 
o Malay / Melayu  
o Chinese / Cina 
o Indian / India 
o Others / Lain-lain : _________________________________ 

3. Age / Umur 

o 20-30 years / Tahun  
o 31 – 40 years / Tahun 
o 41 years and above / Tahun dan ke atas 

4. Marital Status / Taraf Perkahwinan 

o Single / Bujang  
o Married / Kahwin  
o Others / Lain-lain: _________________________________ 

5. Academic Qualification/ Kelayakan Akademik 

o PhD / DoktorFalsafah  
o Master Degree / Sarjana 
o Bachelor Degree / Sarjana Muda 
o Others / Lain-lain : _________________________________ 

6. Who is your current employer? 
o Government / Kakitangan Kerajaan 
o Private/ Swasta 

7. Income / Pendapatan 

o RM 3,500.00 - RM 5,000.00 
o RM 5,001.00 - RM 6,500.00 
o RM 6,501.00 - RM 8,000.00 
o RM 8,001.00 – RM9,500.00  
o RM 9,501.00 and above / ke atas 
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SECTION B – TAX KNOWLEDGE 
 
This section consists of Part B1 to Part B6. Please read each statement carefully and 
tick (√) according to your knowledge. 

Bahagian ini mengandungi Bahagian B1 hingga B6. Sila baca dengan teliti dan tanda 
(√) berdasarkan pengetahuan anda. 

PART B 1-(TAXPAYER GENERAL RESPONSIBILITIES AND RIGHTS) / 
(TANGGUNGJAWAB DAN HAK PEMBAYAR CUKAI) 

The following are my responsibilities and rights as taxpayers / Berikut adalah 
tanggungjawab dan hak saya sebagai pembayar cukai: 
   
  Yes/Ya No/Tidak Not 

Sure / 
Tidak 
Pasti 

1 To inform and declare actual income 
received from all sources to the IRB / 
Memaklum dan melaporkan semua 
pendapatan sebenar yang diterima dari 
pelbagai sumber kepada LHDNM 

   

2 To keep records/documents pertaining to 
income and expenditure for a period of 
seven years after submission of the Tax 
Return / Menyimpan rekod dan dokumen 
yang berkaitan dengan pendapatan dan 
perbelanjaan dalam tempoh 7 tahun 
selepas penghantaran Borang Nyata 
Cukai Pendapatan 

   

3 To pay taxes due within 30 days from the 
date of issue of the Notice of Assessment 
or within the stipulated period / Membayar 
cukai kena dibayar dalam tempoh 30 hari 
dari tarikh Notis Taksiran dibangkitkan 
atau dalam tempoh yang telah ditetapkan 

   

 

PART B 2 - (TYPES OF INCOME) / (JENIS PENDAPATAN) 

1. EMPLOYMENT INCOME / PENDAPATAN PENGGAJIAN 

The following income MUST BE INCLUDED in taxable income / Berikut adalah 
pendapatan yang PERLU DIAMBILKIRA di dalam pendapatan bercukai: 
    

  Yes/Ya No / 
Tidak 

Not 
Sure/ 
Tidak 

Pasti 
4 Basic salaries / Gaji asas    
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5 Leave pay / Gaji cuti    
6 Commission / Komisen    
7 Allowance or perquisite whether in cash or 

otherwise / Elaun atau perkuisit dalam bentuk 
tunai atau dalam bentuk barangan yang boleh 
ditukar kepada wang  

   

8 Living accommodation provided by employer / 
Manfaat tempat kediaman yang disediakan oleh 
majikan 

   

 

PART B 3 - (RELIEF) / (PELEPASAN) 

In this part you are requested to answer the questions / Di dalam bahagian anda 
diminta menjawab soalan – soalan berikut:-                                             

  Yes/ 
Ya 

No/Tidak Not 
Sure/Tidak 

Pasti 
9 Personal relief is granted automatically / 

Pelepasan diri diberi secara automatic  
 

   

10 Medical expenses for parents limited to 
RM5,000 / Perbelanjaan rawatan 
perubatan ibubapa terhad kepada 
RM5,000  

   

11 Purchase of books, journals and 
magazines including newspaper limited 
to RM1,000 / Pembelian buku, jurnal 
dan majalah termasuk suratkhabar 
terhad kepada RM1,000 

   

12 Child relief under 18 years old is 
RM2,000 / Pelepasan anak dibawah 18 
tahun adalah RM2,000 

   

13 Restricted for six child only/Terhad 
kepada 6 orang anak sahaja 

   

 

 PART B 4 - (OFFENCES, PENALTY AND COMPOUND) / (DENDA, 
PENALTI DAN KOMPAUN) 

  Yes/Ya No/Tidak Not 
Sure/Tidak 

Pasti 
14 Failure (without reasonable excuse) 

to furnish an Income Tax Return 
Form – Amount of Fine is RM200 to 
RM2,000 or imprisonment or both / 
Tidak mengembalikan Borang Nyata 
Cukai Pendapatan – Jumlah denda 

   



72 
 

adalah RM200 hingga RM2,000 atau 
penjara atau kedua-duanya sekali 

15 Failure (without reasonable excuse) 
to give notice of chargeability to tax - 
Amount of Fine is RM200 to 
RM2,000 or imprisonment or both / 
Tidak memaklumkan layak dikenakan 
cukai – Jumlah denda adalah RM200 
hingga RM2,000 atau penjara atau 
kedua-duanya sekali 

   

16 Make an incorrect tax return by 
omitting or understating any income 
– Amount of Fine is RM1,000 to 
RM10,000 and 200% of tax 
undercharged / Tidak melaporkan 
pendapatan sebenar di dalam Borang 
Nyata Cukai Pendapatan – Jumlah 
denda adalah RM1,000 hingga 
RM10,000 atau penjara atau kedua-
duanya sekali 

   

 

 

SECTION C – TAX COMPLIANCE / PEMATUHAN CUKAI 

Please state your opinion for each given statements using the following scales (Please 
Circle) / Sila nyatakan pendapat anda untuk setiap pernyataan dibawah berdasarkan 
skala dibawah (Bulatkan): 

1 Strongly Disagree / Amat tidak bersetuju 
2 Disagree / Tidak bersetuju 

3 Not Certain / Tidak pasti 
4 Agree / Setuju 
5 Strongly Agree / Amat Setuju 

 

17 Serious enforcement and penalty by the IRB may 
result myself to comply / Penguatkuasaan yang 
serius dan penalti yang dikenakan oleh LHDNM 
akan membuatkan saya lebih patuh  

1 2 3 4 5 

18 Because IRB is efficient in its dealings with taxpayer 
correspondence I shall comply / Disebabkan 
LHDNM cekap dalam berurusan dengan pembayar 
cukai maka saya harus patuh 

1 2 3 4 5 

19 I will submit my tax return according to due date 
every year / Saya akan mengemukakan Borang 
Nyata Cukai Pendapatan dalam tempoh yang 
ditetapkan setiap tahun 

1 2 3 4 5 
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20 I will ensure the information in my tax return is 
correct / Saya akan pastikan maklumat di dalam 
Borang Nyata Cukai Pendapatan dengan betul 

1 2 3 4 5 

21 I will pay my income tax when is due / Saya akan 
membayar cukai pendapatan saya dalam tempoh 
yang ditetapkan 

1 2 3 4 5 

 

  

SECTION D – ETHICS / ETIKA 

22 I would feel guilty if I excluded some of my income 
when completing my tax return / Saya rasa bersalah 
sekiranya saya tidak melaporkan sebahagian 
daripada pendapatan semasa mengemukakan 
Borang Nyata Pendapatan saya 

1 2 3 4 5 

23 Since the supporting documents do not need to be 
sent to the IRB, I won’t manipulate the figure in the 
tax return / Oleh kerana dokumen sokongan tidak 
perlu dikemukakan kepada LHDNM, saya tidak 
akan memanipulasi angka di dalam Borang Nyata 
Cukai Pendapatan 

1 2 3 4 5 

24 I do think it is ethically wrong if I excludes small 
amount of income when completing the tax return / 
Saya berpendapat adalah tidak beretika jika saya 
mengeluarkan sedikit amaun pendapatan semasa 
mengemukakan Borang Nyata Cukai Pendapatan 
saya. 

1 2 3 4 5 

25 I think it is wrong claiming personal relief without 
supporting documents / Saya berpendapat adalah 
tidak beretika jika menuntut pelepasan cukai tanpa 
dokumen sokongan 

1 2 3 4 5 

26 It is unethical to include false information in the tax 
return / Adalah tidak beretika jika memasukkan 
maklumat yang salah di dalam Borang Nyata Cukai 
Pendapatan 

1 2 3 4 5 

 

 

- END OF QUESTIONAIRE / SOAL SELIDIK TAMAT – 
- THANK YOU / TERIMA KASIH- 
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Appendix B: SPSS Results 
 
Gender 

 

N Valid 338 
Missing 162 

 

Gender 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid Male 216 43.2 63.9 63.9 

Female 122 24.4 36.1 100.0 
Total 338 67.6 100.0   

 

Group Statistics 

  Gender N Mean 
Std. 
Deviation 

Std. Error 
Mean 

Tax 
Compliance 

Male 216 3.6676 .82905 .05641 

Female 122 3.7869 .78571 .07114 

 

Ethnicity 
 

N Valid 338 
Missing 162 

 

Ethnicity 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid Malay 236 47.2 69.8 69.8 

Chinese 67 13.4 19.8 89.6 
Indian 30 6.0 8.9 98.5  
Others 5 1.0 1.5 100.0 
Total 338 67.6 100  

 

Age 
 

N Valid 338 
Missing 162 
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Age 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid 20-30 years 80 16.0 23.7 23.7 

31-40 years 79 15.8 23.4 47.0 
41 years and 
above 179 35.8 53.0 100.0 

Total 338 67.6 100.0   

 

Descriptive 

 N Mean Std. Deviation Std. Error 

20-30 years 80 3.5075 .71437 .07987 

31-40 years 79 3.7190 .73834 .08307 

41 years and above 179 3.7978 .87435 .06535 

Total 338 3.7107 .81452 .04430 

Model Fixed Effects   .80838 .04397 

Random Effects    .09119 

 

ANOVA 

Tax Compliance 
 

  
Sum of 
Squares df 

Mean 
Square F Sig. 

Between 
Groups 4.666 2 2.333 3.570 .029 

Within 
Groups 218.916 335 .653     

Total 223.582 337       

 

Marital Status 
 

N Valid 338 
Missing 162 
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Marital Status 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid Single 59 11.8 17.5 17.5 

Married 268 53.6 79.3 96.7 
Others 11 2.2 3.3 100.0 
Total 338 67.6 100.0   

 
 
Academic Q 

 

N Valid 338 
Missing 162 

 
Academic Q 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid PHD 4 .8 1.2 1.2 

Master 
Degree 11 2.2 3.3 4.4 

Bachelor 
Degree 81 16.2 24.0 28.4 

Others 242 48.4 71.6 100.0 
Total 338 67.6 100.0   

 

Descriptive 

  N Mean 
Std. 

Deviation Std. Error 
PHD 4 4.1500 .19149 .09574 
Master Degree 11 3.5818 .69544 .20968 
Bachelor Degree 81 3.6815 .78344 .08705 
Others 242 3.7190 .83615 .05375 
Total 338 3.7107 .81452 .04430 
Model Fixed 

Effects   .81627 .04440 

Random 
Effects    .04440a 

 



77 
 

 
 
 
 
Employer 

 

N Valid 338 
Missing 162 

 
Employer 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid Government 127 25.4 37.6 37.6 

Private 211 42.2 62.4 100.0 
Total 338 67.6 100.0   

 
 
Income 

 

N Valid 338 
Missing 162 

 
Income 

  Frequency Percent 
Valid 

Percent 
Cumulative 

Percent 
Valid RM3500-

RM5000 251 50.2 74.3 74.3 

RM5001-
RM6500 52 10.4 15.4 89.6 

RM6501-
RM8000 17 3.4 5.0 94.7 

RM8001-
RM9500 11 2.2 3.3 97.9 

RM9501 and 
above 7 1.4 2.1 100.0 

Total 
338 67.6 100.0   
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Descriptive 

 N Mean Std Error Std. Error 
RM3500-RM5000 251 3.6861 .79554 .05021 
RM5001-RM6500 52 3.7923 .75351 .10449 
RM6501-RM8000 17 3.8235 .99218 .24064 
RM8001-RM9500 11 3.4182 1.21146 .36527 
RM9501 and above 7 4.1714 .68730 .25977 
Total 338 3.7107 .81452 .04430 
Model Fixed 

Effects     .81362 .04426 

Random 
Effects       .06302 

 
 
 

ANOVA 
TaxCompliance 

 

  
Sum of 
Squares df 

Mean 
Square F Sig. 

Between 
Groups 3.142 4 .786 1.187 .316 

Within 
Groups 220.439 333 .662     

Total 223.582 337       
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CORRELATIONS 
 

Correlations 

 Gender Ethnicity Age Academic 
Q Income Tax 

Compliance 

Gender 

Pearson 
Correlation 1 0.006 0.01

7 -.179** 0.027 0.07 

Sig. (2-
tailed)  0.906 0.75

7 0.001 0.617 0.196 

N 338 338 338 338 338 338 

Ethnicity 

Pearson 
Correlation 0.006 1 

-
0.06

8 
0.057 -0.064 -.114* 

Sig. (2-
tailed) 0.906  0.21

1 0.293 0.24 0.037 

N 338 338 338 338 338 338 

Age 

Pearson 
Correlation 0.017 -0.068 1 0.04 .254** .140** 

Sig. (2-
tailed) 0.757 0.211  0.464 0 0.01 

N 338 338 338 338 338 338 

Academic 
Q 

Pearson 
Correlation -.179** 0.057 0.04 1 -.255** 0 

Sig. (2-
tailed) 0.001 0.293 0.46

4  0 0.993 

N 338 338 338 338 338 338 

Income 

Pearson 
Correlation 0.027 -0.064 .254

** -.255** 1 0.046 

Sig. (2-
tailed) 0.617 0.24 0 0  0.395 

N 338 338 338 338 338 338 

Tax 
Complianc

e 

Pearson 
Correlation 0.07 -.114* .140

** 0 0.046 1 

Sig. (2-
tailed) 0.196 0.037 0.01 0.993 0.395  

N 338 338 338 338 338 338 
**. Correlation is significant at the 0.01 level (2-tailed). 
*. Correlation is significant at the 0.05 level (2-tailed). 
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  N Mean 

Std. 
Deviat

ion 
Std. 

Error 

95% Confidence 
Interval for Mean 

Min Max 
Lower 
Bound 

Upper 
Bound 

Malay 236 3.7669 .78524 .05111 3.6662 3.8677 1.00 5.00 

Chinese 67 3.6567 .79909 .09762 3.4618 3.8516 1.00 5.00 

Indian 30 3.3667 1.0346
9 .18891 2.9803 3.7530 1.00 4.60 

Others 5 3.8400 .47749 .21354 3.2471 4.4329 3.00 4.20 

Total 338 3.7107 .81452 .04430 3.6235 3.7978 1.00 5.00 

M
o
d
e
l 

Fixed 
Effects     .80976 .04404 3.6240 3.7973     

Random 
Effects       .10401 3.3796 4.0417     

 
 

ANOVA 
TaxCompliance 

 

  
Sum of 
Squares df 

Mean 
Square F Sig. 

Between 
Groups 4.576 3 1.525 2.326 .075 

Within 
Groups 219.005 334 .656     

Total 223.582 337       
 
 
Multiple Comparisons 
Dependent Variable:   Tax Compliance   

 

(I) Ethnicity (J) Ethnicity 

Mean 
Difference 

(I-J) Std. Error Sig. 

95% Confidence Interval 
 Lower 

Bound Upper Bound 
Tukey HSD Malay Chinese .11023 .11209 .759 -.1792 .3997 

Indian .40028 .15696 .054 -.0050 .8055 
Others -.07305 .36595 .997 -1.0179 .8718 

Chinese Malay -.11023 .11209 .759 -.3997 .1792 
Indian .29005 .17789 .363 -.1693 .7494 
Others -.18328 .37540 .962 -1.1526 .7860 

Indian Malay -.40028 .15696 .054 -.8055 .0050 
Chinese -.29005 .17789 .363 -.7494 .1693 
Others -.47333 .39115 .621 -1.4833 .5366 

Others Malay .07305 .36595 .997 -.8718 1.0179 
Chinese .18328 .37540 .962 -.7860 1.1526 
Indian .47333 .39115 .621 -.5366 1.4833 
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Correlations 

 
Tax 

Knowledge 
Tax 

Compliance 

Tax Knowledge Pearson Correlation 1 -.140** 

Sig. (2-tailed)  .010 

N 338 338 

Tax Compliance Pearson Correlation -.140** 1 

Sig. (2-tailed) .010  

N 338 338 

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

 
Correlations 

 
Tax 

Compliance Tax Ethics 

Tax  Compliance Pearson Correlation 1 .710** 

Sig. (2-tailed)  .000 

N 338 338 

Tax Ethics Pearson Correlation .710** 1 

Sig. (2-tailed) .000  

N 338 338 

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