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1.1 Introduction

This chapter outlines the entire thesis. The first section is chapter, which is
Section 1.1, discusses the background of the study. Section il e@e problem
statement, and Section 1.3 will highlight the research questions and o ves. il

\
be followed by the scope of the study and the rch methadology, éesg;;%ed in

’ b 4§
Sections 1.4 and 1.5, respectively. Section 1.6 mc ss‘th y’s ¢ butions to

the tax rebate literature, zakat institutionta\nd% Inl nue &g?d of Malaysia
€ Study

(IRBM). Finally, Section 1.7 will preshorg nisatio
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1.2 Background of the S %j S‘l
Zakat and taxation a cruci'l lements in@m because both are associated
(

e
with obligation and co@n (al-gﬁj; . Zakat is imposed on Muslims only,

but taxes are im@ all Ilaxpa S, wh&&?r Muslims or non-Muslims. Zakat is
N

mandatory to Mlim a@ |gatobygnature is ordained in al-Quran and hadith.
ost

i ant elements in establishing social justice.
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Accor WI-Qarda 9#3, zatat is essential as a social welfare levy imposed to
. s N

f the Islamic socie o are wealthier than the others. Those with a certain

meK
‘%ﬁ accumulated wealth (nisab & haul) are obligated to pay zakat to purify

Omselves from the sins of greed. Allah has commanded the zakat obligation to humans

as His servants through Prophet Muhammad (PBUH) to remove poverty from society.



Zakat is one of the recommended sources to help the poor while imw

o

socioeconomic growth, especially in Islamic countries. The word “zakat” @one

of Islam as stated by the Prophet (PBUH) in a hadith narrated by aI-BRFari:

pay a zakat, fasting in Ramadan and perform Hajj
Meanwhile, tax is a valuable source of re%
by governments for public purposes. Government

most effective means is through the WK.C? nd
utor t

revenues have become a major contri th lopment ofia nation for the benefit

A
of its people. Taxation has alsof used as _atool fé%promoting growth and
aru
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Based on this mise, zakat ‘wd t qre& crucial sources of income for

Islamic countries wold\vxfi °T m& ee ga@eries of Islamic countries consisting
ith 4 l

of 57 member st& 7~countri€es bei@uslim majority countries. These three

categories ca@ide ifto gr!de ped, developing, and developed countries
(Muh &a'r 20 \(J
uham Y :
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S r déveloping countriech_)iﬁ'I\/lalaysia and Indonesia, their total tax collections
i Nwere RM 123.233 bimn (IRBM, 2017) and RM 285.33 billion (Ministry of
‘éa

nce of the Republic of Indonesia, 2017), respectively. Meanwhile, the total zakat
llection for Malaysia was RM2.45 billion in 2014 (JAWHAR, 2017), while Indonesia

collected zakat totalling RM 1.11 billion in 2015 (Outlook Zakat Indonesia, 2017).



Muslims are obligated to pay two types of taxes every year, namely, wﬂh
taxation and Islamic taxation (zakat). N. Samad et al. (2011) found t@/ the

obligation is fulfilled differs between zakat and tax systems. In the tax ystem, an
individual will be considered as not complying with the tax law if hefShe fails to pay

Midual who does

fail to fulfil his/her

tax through a formal institution. However, in the zakat system

not pay zakat through a zakat institution does not nece

obligations, as the obligations can be met by makin ments di ‘to asnaf

Yw
(beneficiaries). { [ .\0}
Specifically, Muslims in Malaysia who%,u, e&qﬁi ts needs to make
two compulsory payments from their incorw h ani ca inco Y; and zakat.

Malaysia is one of the countries wher: at contribution vo@%rily paid to zakat

institutions. N. Samad et al., (201 ed tt@@;ﬂ S ,@alaysia have a choice
whether to pay zakat or not to%at i
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N
stitutigns: H2</ er, although payment is

voluntary, they still have t katr [ ﬁof their religious duties of a

Muslim. ' 0’
s ¢ &
Concerning Mvo corr \fy paymé&d of tax and zakat, the Malaysian tax
system provide a@breba indivi
K :

zakat. The tel allows

fVld@ﬁuslims who need to pay both tax and

infs
N

payment§ each¥ear. Th reba@ll be deducted from an individual’s total income

tax h&ar of assessment. T@ébate will reduce the amount of total tax payable by

\Vtaxpayers every year. In some cases, the rebate amount is large enough to

eduice the income tax to RMO0. Hence, this rebate minimises Muslims’ obligation in
aying both zakat and tax.

te;?/oid paying two overlapping compulsory



According to the Income Tax Act 1967, two types of rebates are applica
resident individual. First is the rebate for self and wife under Sec 6A (2) o@ome
Tax Act (ITA), and second is the rebate for zakat al-mal, zakat fitr, M*r Islamic

religious dues as stated in Sec 6A (3) of the ITA: Q

“A rebate shall be granted for a year of assessme

fitrah or any other Islamic religious dues

obligatory, and which are paid in the basis yeafor that of X

AN
| | e
assessment to, and evidenced by a recei ed by, anfappfopria
? 4

religious authority established under a Fitte. bw\

This study will focus on the se{ﬁ fre
taxpayers if they pay zakat on theirdncome. A :

examine the factors that influence

ided K(resident Muslim

aiinm of this study is to

A

Muslim t payef&’}intention to claim zakat
7
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payment as a tax rebate. ThisM rther.b‘gﬁ?(/ this rebate system affects
N

the intention of residerg staxp4/ers cpi@ at payment as a tax rebate.

' ¢ &
1.3  Problem @nt ® >

o

Musli@es nsibl y;gay(ng zakat and tax, which is considered as two
O

obligatio &Heed‘s'ty lie kbar & Saimkayadibi, 2012). Regarding this,

igﬁ

Malayﬁ e of the few Islarr@‘;auntries that integrate zakat in its tax system. The

I Revenue Board of Mala}sia (IRBM) implemented the zakat rebate into the tax
tem in the year 2001 for individual taxpayers to reduce two obligations of Muslim
Ojividual taxpayers in complying with both responsibilities (IRBM, 2014). Zakat

rebate can be claimed by each resident Muslim individual taxpayer in Malaysia.



Nevertheless, there is still a lack of details provided by the IRBM aftw
than 17 years of the implementation of the zakat rebate. Also, there is ”0@3\5"55 or
details on the percentages of Muslim taxpayers who have claimed the s well as
non-compliance issues such as claiming the rebate without providing theforiginal receipt
of zakat payment. The lack of data and research affects tiveness of the

e

integration of zakat and tax, thus making it difficult to asse en‘that this system

affects the intention and behaviour of Muslim taxpayerSyin claimi t‘ as a tax
rebate. [ c}

Bakar and Rashid (2010) examined the T nﬂe\ shmsﬁ'ehawour
towards zakat on income among academlcw ties at.@;z;lternatlonal

ble@‘hich are sociality,

Islamic University Malaysia (I1IUM). ady, three

religiosity, and economic motlva were € %d '}actors that influence
Muslims’ behaviour to pay zak%ome ﬂI'he S alzgiz%luded knowledge on tax
results of udy revealed that tax rebate

rebate as the external facto er, '

IS not a prime factor% ng ze:b t onfin c!o herefore, it indicates that the

taxpayers do not K the @ syste vided by the government in paying
zakat on |ncom &

) O
m ar n te, I\/é Enjzmd Haque (2015) examined the factors
N
1nﬂuen lim 66 peY. tion of the zakat rebate in Malaysia. In the study,

o ix factors were used vgﬁ’rﬁh include knowledge about zakat, knowledge about

=

ta I—haram aspects, legal consciousness, religious consciousness, and perception
X through the zakat system. The findings of the study showed that all the factors
ositively influence Muslim consumers’ perception of the zakat rebate system.

However, it is worth noting that the perception of Muslim consumers does not

5



completely determine their intention and behaviour towards this system. A pw

explanation of this scenario might be that perception is considered more c(%ﬁnion

of the respondents who may not have any experience in using the system:

Recognising this gap, the present study attempts to examineythe factors that

might influence the compliance of Muslim taxpayers to clai Mayment as a tax
rebate. To explain how this compliance affects the int rqQ:Ml,lslim taxpayers
towards the system, the study uses the Theory of Planne aviaur ‘hich was
proposed by Ajzen (1991). Attitude, subjective norm erceived b vibu@vn'trol
are included as the factors affecting the complv.p M% yers&owledge

19 &
&
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1.4 Research Questions and R%ch Obje\esw ,Q\

This study aims to e%n ¢ \uence the intention of
taxpayers in claiming zaka kﬁt a ateﬁvariables in the TPB, which
are attitude, subjective% d perclive beﬁa@ral control, are used to examine

4 F &
taxpayers’ intentﬁbe@t kng&édge as an additional variable. The
knowledge Vari%is dde i the E\}%‘fof Muslim taxpayers’ knowledge about
the tax reba %‘H in al‘ ' 4 C')

&
esi the st mpts'&dentify which factor among the four variables

is added as another variable in this study.

has Qst influence on taxp{yg\'s’ intention to claim zakat as a tax rebate. Also, the

S sesses whether the TPB variables and knowledge can determine taxpayers’

G tion to claim zakat as a tax rebate.



Research questions: YV
1. Does attitude influence taxpayers’ intention to claim zakat payment as a t@?
2. Does subjective norm influence taxpayers’ intention to claim zakat p&t as a tax
rebate?
3. Does perceived behavioural control influence taxpayers’ i@ to claim zakat
l

payment as a tax rebate?

4. Does knowledge influence taxpayers’ intention to claim t payme %X rebate?
- g
Research objectives: | _{')
1. To examine the relationship between the taxpayers: tudK{d if Intention to claim

Yw
zakat payment as a tax rebate. \, 0\ é

2. To examine the relationship between t% ers’ subjective no@{md their intention

to claim zakat payment as a tax reb@) \>Y /i\
E N
To examine the relationship b e tax?)ayer perciqﬁcg behavioural control and

their intention to claim zaka?. nt I bate
4. To examine the relati i tween the t pa&e@nowledge and their intention to
' ¢ &
claim zakat payme &%tax re‘) e é}
& N

N 1 O
¢
1.5 SCOEh Stu y?’ (j)
\
% dy xamifng the variables influencing Muslim taxpayers’

Yv

intenmo claim zakat paym{%c{s a tax rebate. The focus of this study is individual

taxpayers who have no business income. The variables involved are attitude,

d ctive norm, perceived behavioural control, and knowledge.



1.6 Research Methodology
This study adopted the quantitative research methodology using q@alres
that were distributed and e-mailed to individual Muslim taxpayers in r A non-
probability sampling technique, namely simple purposive sampllng,g.sed to select
the sample. This sampling technique allowed the researcher t ta high degree of
ol

representativeness in the sample. The collected data were a terpreted using

the Statistical Package for Social Sciences (SPSS). ‘\d
The study also used multiple regression ana to explore 'elﬁmshlps
among the independent and dependent variable le % nal is carried

out when a study requires further examlw 0 emfan e valé\)f a variable

(dependent variable) based on the va %@ or more “other v@hles (independent

variables). Y ,Q\
N
n e,
3
A‘"
1.7 Thesis Contributi I S
The |mportanc tudy can b art‘c d as the contribution to the tax

' &

rebate literature, z stltuthn , e Ing}?evenue Board of Malaysia (IRBM).
N

| O
¢
171 Tax a Lit at :(j)
% archds studﬁl Malaysia on taxpayers’ intention to claim zakat

a&&)ate It is important @ddy the intention of taxpayers, as it provides insights

on“the arlables that influence the taxpayers to claim zakat payment as a tax rebate.
6 equently, this study contributes to the scarce zakat-taxation literature.

The results of this study use the conclusion of TPB by Ajzen and Fishbein

(1991), which mentioned that attitude, subjective norms, and perceived behavioural

8



control significantly affect the intention of the people. This study also mw
significant contribution to expanding the TPB by providing new informat@n the
additional variable tested by the researcher. The level of knowl Muslim
taxpayers will be discussed at the end of this study. The addition of thisariable presents

an important contribution to the tax rebate literature, and the Q'Edin can be used as a

\d

reference for future studies.

| X
1.7.2 The Inland Revenue Board of Malaysia (I and Zak sht@s
Besides contributing to the literature, it d tt@ i mgs.%mis study

implemented by the governme

This study is also esﬁ\gﬁn rl
a better understanding % ntion

study discusses the factors of tax;%’

's
end of this study, ;@rcher' uss so uggestions for improving the factors
that influence inténtion™of i |duaI(T§&Iim taxpayers to claim zakat as a tax

¢ :|C.)
N

(bl;opedo‘ ‘he IRBM and zakat institutions will adopt these

X

rec dations to encoura e‘%‘rﬂividual Muslim taxpayers to make tax and zakat
p%Xs on income. It is also hoped that the IRBM will prioritise on these
e

mendations to inculcate positive intentions among Muslim taxpayers towards the

rebate.

ebate system that has been provided for them.



1.8 Organisation of the Study Y'

This research is structured into six chapters. Q)
Chapter 1 presented the introduction, which outlines the ba&&nd of the
study, problem statement, research questions and objectives, scope and limitations of

the study, and the research methodology. The thesis contri Wo the tax-zakat

literature, IRBM, and zakat institutions were also discusse '
Chapter 2 will discuss the overview of Malaysia and aeristration,
which outlines the tax administration and zakat syst Malaysia rtﬁei@, the

e st@will also

discuss the integration of tax and zakat in t stem. Th chapt@ms to provide
insights using an illustration of the za@ calculati in@ual income tax.
Chapter 3 will review the Iieﬁsre on za\ngt pfi}rpliance. This chapter
)Sy N

will also elaborate on the Theor%soneﬂ Acti @TR@‘;Ad the Theory of Planned

Behaviour (TPB). In additien,_th chT expl 'Ane factors that influence the
a

intention of people t X ant} ka (igfnpl&ce. Theoretical and conceptual

the researc This chapt @ discuss the sampling design, data collection
method a analysi ‘5the ntitative approach. Next, Chapter 5 will present
the ﬁshdrawn from the dat t%f were analysed using a quantitative approach.

\inally, Chapter 6 will further discuss the findings presented in Chapter 5. This

& ter will also elaborate on the contributions and practicality of the implications of

e present study. It will also highlight the research limitations and offer some
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ch. This chapter will then summa

future resear

for

suggestions



