CHAPTER 2

LITERATURE REVIEW %\
2.1 Introduction Y‘

This chapter discusses the factors that will contribute to,i§e effiCiency of the tax
y t

audit performed by tax auditors. The factors that are categ r'e characteristics

of tax auditors, attributes of auditees, and organizational*manage ew‘authority
Y

and these will be elaborated. Furthermore, this cha ill devel hd h_@neses

based on the relationships discussed. The relati ps% mm@d in the

theoretical framework. \, w\
2.2 Efficiency in Performing T@%dit \? '<\

N
i @ past years until now.

it beb&e tax audit is performed by tax
$ &

authority officers are g(T/ offgs{ and their ratio to the number of

taxpayers and b@ s to i 'd is I@(Goldsmith, 2012).
¢
Accor, '&@Niu 011), ngud'c;zs a positive influence on the compliance of
s
a firm. re aré }regi ts (taxpayers and businesses) under the RMCD,

the &&ditors of the RM@fave to be competent in performing tax audit to
‘@ the level of compliance of the registrants. In addition, audit performance can
reate the reputation of an auditor such as him being reputedly known for effectively

Qparing reports on time (Nadiah et al., 2017).
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There are several factors which could affect the performance efficiency of
employees. One of the factors is in the workplace of tax auditors as dlscu?‘w
Agarwal & Sharma (2010). This means that the organizational manag the
workplace plays an important role towards the performance efﬂmencﬂ'&nployees
Apart from the workplace as a factor contributing towards the performénce efficiency,

Kont & Jantson (2013) also explained that employees’ attltuQGMOUleon could

influence their efficiency as well. This study may reflect t t sin RMCD.
There are many studies about auditees such as G Wnd Kikhia
(2014) which discussed the size and complexity itees whereas ﬁ\@ey &

Pierce (2011) discussed the cooperation of au e ce, ining 1@? results of
various past studies and literatures, this oul rize Jégerfactors that
i @ auditors in the

qe‘\'%spects which are the
N

characteristics of the tax au se ves, theqattri s of auditees, and the

&)

organizational managemen XX $
T BN

f &

2.3 Characteristi ofTa A. (_/

The charagteristies of ors tas%ﬁéelves may be considered as one of the

could possibly affect the performan cy of ta

RMCD. In this study, those facto catego\o\iw

factors that &a)ectt perf m{ncb iciency of tax auditors in the RMCD. In the

RMCD |torsr ?oneQ\Sponsmle in conducting tax audit, thus, their

efﬁmghm performing their @ is significant. There are many characteristics of tax

a% , however, the discussion in this study, will be confined to their knowledge
k

N,

ills, communication ability, and attitudes.



In Malaysia, based on the RMCD’s experience from Customs Blue Ocean

Strategy (CBOS) operations, there are non-compliance issues detected

o

operational auditing such as failure to account for tax on non-trade incor(ej}fixe

Ro

asset disposals and wrong treatment of reimbursement/disburse umar

Thomas, 2017). ?

2.3.1 Knowledge and Skills of Tax Auditors z

Knowledge and skills are important for every oyee inkpegf%ing their

duties. To be successful in employment and work rmance, e oﬂeeihﬁ e to
possess knowledge, skills and attitudes to ada ch%' ture\OBVvork and

c &
To conduct tax audits, tax w eed to ess @‘knowledge and

understanding on tax laws and regﬂfsns and ski &t ,@\'}iting. In Isa & Pope
N

the workplace (Stasz, 2001). 0\

(2011) study, it is found that more thar»3 %&x auditors of the IRBM
who have given inconsiste*‘ Ex@natr andywho g%é not been compliant to tax
regulations. In additio%) ledge, anot r:ifnpq},hnt factor to be a good auditor is

’ &
having good softj@]ich iT rong&yytical thinking, innovative skills and
negotiation skilw ieh e . (SQ
' S

(a)
2.3.1& @ﬂca}i bﬁ)}lity Ygé-}

d communication K@’are needed by auditors to perform audit tasks.

rding to Smith (2005), communication skills include listening, written and oral as

elf as interpersonal all of which are essential for auditors to help them to effectively
erform their responsibilities. Communication ability is vital for tax auditors in



carrying out audit tasks to successfully achieve the target to generate revenue and add
value to the nation. Y~

According to Smith (2005), communication skills support all@s of
auditing. This is also supported by Kehinde et al. (2016) which joned the

importance of communication skills of speaking, listening, writinWreading for

auditors. \,
233 Attitude ‘\d
"X
The attitude of auditor is specified by tasks @vce even th hlth ‘t-u\;k isa
heavy workload, working hard and not expect?p ses@ eadedaving the
desire to proactively develop themselvew is h\nds- in s@?n; problems

(Becker, 1960). In other words, the at %ﬂuditors I th@%act to and accept
the audit tasks given to them. Co \ ,<\
o N

Efforts to enhance audito%des and behawvior onducting audit are one

of the problems faced to i xhei] e. adis@ et al., 2017). Furthermore,
mpr

-9

Davis & Welton (199 that, ¢ in‘g cal behavior of an organization
' ¢ &
must coincide with improving tr behavior of its employees.”.
An auditw po 'right(a-\}&'(ude in providing efficient and effective
¢

professiona g@s regardles of{heccpalenges faced. Thus, in this study, attitudes

S
of tax auditors'are ill@is Py thej&}wotivation and commitment in completing audit

taskg&ell as their professi@thics as shown by their ethical behaviours.

3
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2.4 Attributes of Auditees

The performance efficiency of tax audit performed by tax auditors is notonly
affected by the characteristics of the tax auditors themselves but can al ected
by the auditees. The attributes of auditees that can play a part in tﬁe&formance
efficiency of the tax audit by tax auditors in RMCD include the sime business,
complexity of the business, distance of the premises CD’s offices,

cooperation from the auditees, and record keeping of the b S l

4.

2.4.1 Size of Business !;\ | _\c}
) _—_ . P 4
According to Kikhia (2014), “company bc\% by nce sheet

o

items, which give certain dimensions OfﬁN‘Ch totaljassetsystocks, debtors,

creditors, etc.” Kikhia (2014) added

ofit and

mployment cost.
ndermploy

_ _ \0 ) A
measure the size of business, for e , turnov t,
:@ ¢ )

Moreover, according to

t al. (1994 t%re@g‘various possible different

R\

e variables used to test the size of

s?g‘n operations, total assets, fixed

6\4?(1(‘\‘8_ e

ivables, securities and investments,

-term liabilities.

se ways. It is usually measured by the number of domestic and foreign

d} idiaries, the number of states in a country where the company operates, and the

number of foreign countries in which the company operates (Gerrard et al., 1994).



According to Kikhia (2014) from his past studies of literature, he found out that
there are several measures of complexity which are physical complexity; I
complexity, and reporting complexity. Physical complexity is meas@ the
number and location of the operating units, and the diversification uct lines.
Legal complexity is measured by the number of the company’s ‘stibsidiaries and
affiliates, and the number of countries in which the company operates. Reporting
complexity is measured by the number of separate audit %;s

L'ed annually for

the company such as combining financial stateme and e;.)“a(qtdaports on

s "X
subsidiaries and affiliates. ' c}
b 4 \,Y*

1\’(‘)ffice o
, 2@‘. In other words,

Q@YI’GS that separate two

2.4.3 Distance of The Premise from Tlr% ut

Geographical proximity is a mN)istance (
geographical proximity refers to th@sber of ngr

N
16@ther elaborated that the

&

nce, the travelling on a flat

=

entities, be it individuals or o i ons.%arka

, for

-

reldted @e transport availability which

distance is related to the p 'tha]

road, and climbing in, an

8)

s ’ &
considered the cost travellir|g incc@ﬂnd time taken on transport.
& &

\ ¢ ' C%J
2.4.4 Coop(ﬂ’m fram Auditeés £
% Y
C% n frd .'Uee IY' portant because auditor needs the auditee to

pro ecessary and relate@f'ormation to conduct the audit (Herda & Lavelle,

2 \t also includes the accessibility to the relevant documents and to reach the

& ee’s person-in-charge.
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Most of the Certified Public Accountant (CPA) services depend on the client’s
cooperation in providing true and accurate representations and information (GTM
2015). In addition, auditor and auditee need to have a cooperative relatlo e to
the necessity to interact, and the auditor reliance on the provided‘H;@atlon by

auditees (Fontaine & Pilotti, 2016). This shows how mportant% cooperation

2.4.5 Record Keeping of Business ‘\d
®

As previously mentioned, the cooperation f auditeg i d$ @ding

between an auditee and the auditor in completing audit tasks.

relevant documents to the auditor. Thus, such do\ ; Iude\qyad record

keeping by the auditees. Record keepin W es ment@ﬁudes how to
identify, classify, store and protect, r&} tair@ﬁ dispose records

for the purpose of preparing the |aI state *A pﬁ?ahamon & Adejare,
-:n" y N

2014). The record keeping oft nts houl be ea obtain and accessible to

the auditor. A well-organized rec d kI S ste n audltee will be helpful for
the auditor to condum% ome b ‘Sr;zs Ik the records and documentation
e e

’ ' 3
!

traditionally (hard n@h \% adopted the electronic approach
(softcopy). \ (§Q

owa , escom er ec{rorc_cj?atamterchange (EDI), and the internet have

\
change ss pfacti !and ord keeping where business transactions are
n t in the electronic f(@ﬂecord keeping in this technological advancement

duce quick information, as well as reduce and eliminate the time, space and

: E
6 constraints to obtain information (Rezaee et al., 2002).



2.5 Organizational Management of Tax Authority

The organizational management comprises the policies, practices, strategies{ and

x

procedures used by a management. This covers how the manage eﬁ.}i ta
authority distributes tasks to their tax auditors which sometimes also clude the
assignment of non-audit tasks. A management’s support and enc&:g:ment along
with the provision of audit resources can facilitate tax audi and also play a
significant role for tax auditors to perform efficiently. Th ing will discuss on

the factors under the organizational management of the taxtautho ty.\d,

Y
| S
2.5.1 Non-Audit Tasks Y P 4 \,‘T
T
There are circumstances where e Ware §§'signe to t xtra tasks or
% & _
| aylor@)09). There is an

assist in areas outside their traditiona
~
%qation (PE) teachers in

example of a study, where respon&v\/ho @*ixal
schools felt the difficulty to te the extra tasks'and ‘other duties such as making

@
T
posters for schools’ teanV g tom erv@n during lunch, and others
(McCaughtry, 2004). ors ar.g bfgi;éepﬁg.
N &
Apart from gwasks 'Nh e theiromain duties and responsibilities, tax
d

auditors are als&aii
tha i

dutigs, orn -i{-@escription. In RMCD, these non-audit tasks

out-of-sco%
are usua%} ttotﬁ stma ment or administration.
N
A\ S

2. \Management Support and Encouragement

0 The management is defined as the persons who have the managerial

responsibility to conduct the operations of the entity (Kehinde et al., 2016). In this

&)
ed wi udit(tasks which can be described as unrelated,
Vith.ror-pudit 135k
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study, the management is referred to the management of tax authority which is the
Royal Malaysian Customs Department (RMCD). Yv

Management support includes the encouragement, motivation, @kmg
provided by the management to auditors through educational and tr program,
financial incentives such as bonuses, adequate finance, and recommendations on audit

tMthe tax auditors

reports (Abu-Azza, 2012). This study will look into the perc

on the RMCD’s support and encouragement towards the p g oi tax audit.
NY.
253  Audit Resources [ -§-
Different audit tasks require different au rc s s the J ors. The
auditors are allocated with audit resources“diffe tIy case%here each case

may have different audit costs (Newrf\a 1996) udlt@re assigned with
various audit tasks that may have ﬁﬁsences |n\9\9 e f,c{th'jltees complexity of

auditees, distance of premise t audl ISI'[ ﬂgant levels of cooperation

from auditees.

There is a study% experl ent used del on providing directions on
how to allocate li audl roper audlts (Pai et al., 2011). From that
study, it can be nc ed t aud ay require a different audit resource.
For exampl r reso rce d in terms of the transportation and audit
aSSIStan along wi 1eld where auditees’ premises are located further.

ases tax audltor\@'aﬁ/ require more reference materials on the tax

r a ns and also an in-depth access to the tax information system to get more

3 il on the auditees.
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2.6 Characteristics of Tax Auditors and Performance Efficiency of Tax
Auditors in Tax Audit

The characteristics of tax auditors play a vital role in their performfN;his

study, the characteristics include the knowledge and skills possessem ility to
communicate well, and the attitudes in the sense of feeling motiva committed
and being ethically professional. \,

These characteristics have been studied by different SWS such as Choong

& Lai (2008), Nadiah et al. (2017), Baotham & Ussa tchakiti(2009)g#and many

. . . ) 1 py @
more which expressed that there are directly significant relationshi et\@ the

characteristics of tax auditors and their performan fficienfy. Hence, th@lowing
hypothesis is developed.

(\/; QT
H1: There is a significant relationshw enc stic@ax auditors and
performance efficiency of tax aud% \T ,<\

o S

[}
f th‘sﬁharacteristics of tax auditors

N
such as their knowled aWIs, c’mm iﬁt@ility, and attitudes with their
in t; it sha

exﬁkﬁqﬁ\d in the next sub-sections.

2.6.1 Kno Man Skil Ta>t§uditors and Performance Efficiency of
Tax rs in Tax AUdit

\
T%k‘nati(ﬁ ?/vled‘gé}nd understanding in tax laws and regulations as

Wel@ auditing skills ar@'éded by tax auditors to perform their tax auditing

ta\l Choong & Lai (2008) study, it is mentioned that knowledge is the main

Qfa r which contributes to the long duration taken by the tax auditors to complete
udit cases. Moreover, Nadiah et al. (2017) had performed a study towards the tax

>0
®
2/ R
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auditors in the IRBM, and the result shows that there is a positive relationship
between knowledge and skills, and the performance of the tax auditors. YV

Therefore, knowledge and skills of tax auditors are seen to have @icam
relationship with the performance efficiency of tax auditors in tax auﬂ'&e lack of
knowledge and skills possessed by tax auditors will reduce their eﬁw to achieve

the target of audit tasks that have been set for them. V\(itm the following

hypothesis is developed. 5 '
Hla: There is a significant relationship between knowledge .a\gl?s G{-tax
| . | &
auditors and performance efficiency of tax au . -
v

T
2.6.2 Communication Ability of Tax W:s an’si Pe rmané\Efficiency of
Tax Auditors in Tax Audit x%

One way to gather information in tax a W

the auditee. Communication ability™is One @f the_f “tors ﬁa”is crucially needed by

auditors which would reflect ugbagfte per of @lﬁdit (Nadiiah, et al. (2017).
The possibility C mi%mmun:latio qif@ in delivering messages and

instructions, getting wg ea nfarmatiom, and many other constraints will arise
when the audito&)t ablesto ¢ mun'@well with the auditee. The study of

) g0 .
Choong & L ) identifi hat Eilgjjage barrier plays an important part of the
perform &Ex a}di rs Whi r@tontribute to the long duration of time taken to
IQ v’
e

finalizeythe®audit cases by thea)@: auditors. Therefore, it is hypothesized that the

S

auditors and performance efficiency of tax auditors.

nication ability of tax auditors has a significant effect on their performance.

: There is a significant relationship between communication ability of tax
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2.6.3 Attitudes of Tax Auditors and Performance Efficiency of Tax Auditors in
Tax Audit

There are several accounting studies that have mentioned the role Nx

According to Siriwardane et al. (2014), knowledge, skills, and attitud au orina
dynamic organizational environment are important. The factors of?&tompetence
include the audit attitude, audit ethics, audit experience, audlt as well as the
expectations of stakeholders (Hadisantoso et al., 2017).

Another study stated that to shape auditors into ng professional; elements
such as professional ethics, professional value, and des are q:r\gcﬁ;&éhlt
et al., 2012). In addition, there will be a value ad the a}\d quality |fv%e auditor

\tshaklt

th

is independent in his mental attitude (Baotham &'WUssaha

Based on the findings in these stud resea{Q[l will test if the

attitudes of the tax auditors of R th p fo_rmance. The following

N

hypothesis is proposed based on t cussm Q&}

&
Hlc: There is a signific I be eené%tudes of tax auditors and
performance efficien% audlto S. :'

2.7 Attrlbut&&dlt erfor ce Efficiency of Tax Auditors in Tax

Audit |

Au Ide }u eesi ar o main parties involved in an audit. The
pre@n has di uss{d “X’the characteristics of tax auditors may influence
t erformance efficiency in |\fne tax audit. This section will further discuss that the

tes of auditees may influence the performance efficiency of tax auditors in
Owducting tax audit. The discussion on auditees includes their business sizes and
complexities, the distance of business premises from the tax authority office,
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cooperation, and record keeping which are believed to affect the performance of tax

auditors. Yv

Each of the auditee’s attributes has been discussed and touched@erent
previous studies such as Gerrard et al. (1994), McManus (2006), M&yi (2008),
Dong et al. (2017) and Nadiah et al. (2017). These studies have directly and indirectly

explained the influences of the attributes of auditees to ar}%e performance
efficiency of auditors. Thus, the following hypothesis @; '
H2: There is a significant relationship betweengthe attributes of,a di'teeszand
3 _ d ﬁ
performance efficiency of tax auditors.
s \,Y'
2.7.1 Size of Auditees and Perforn—@vﬁicien y ax(( itors in Tax

Audit \ O
Auditee size is considered a @baspect%e%' dit fees (Hay et al.,
2006). The amount of audit finahcial it is@nly determined by the
number of hours needed to he th M(K«@ia, 2014).

Additionally, th%éeveral L!ajt;(uﬂi@stablishing that audit fees are
i dd

s 2
influenced by the m&folleni \ﬁ\BQ 0 é Masters (2000), Hay et al (2008)

and Singh et al4(2014). Th S su%éefsfed that if the client’s size is increased,

!

¢

the audit fee w increase co!ﬁir@c}/’.} The justification is that the auditor must
NN

performmarework thDr»f'% adeq@te compliance and substantive testing as the size

of a&is increased (Gerrard ., 1994).
¢

\rge auditees will have more transactions that would require more attention by
itors where they will have to perform more detailed audit processes and procedures
eshari, 2008). Generally, the prediction is that the audit process will take longer

when the company size is larger. The performance efficiency would directly be
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affected if longer time is taken to perform the audit process. With the past literature
stating that there is a relationship of auditee’s size with the time taken to comp?ﬂe

audit, hence, the following hypothesis is developed. ('}

H2a: There is a significant relationship between size of auditees ?@r%ormance

efficiency of tax auditors. \,

2.7.2 Complexity of Businesses of Auditees and Perf ce E‘ficiency of Tax
Auditors in Tax Audit ‘\d
X
According to Pelham & Neter (1995) there?ior study th spg‘@'s that
vat

when the task is less complex, people are m edda y \A@a be less

N

exposed to biases. From that, it is understoad, tha eop&\ are'more m@a ed when the

complexity of tasks is less which I& :fo)n increasesi the@erformance thus,

efficiency can be achieved. (') \T ,<\

N

The complexity of busi%uuld hake agiﬁ?tasks more intricate to
conduct. There is a resul hstuj ing that™performance drops with an
ECn o 2

2). I@study also mentioned that the

Moreover\e lo Iexity o auditee will influence the level of audit
¢
fee, where if ﬁ?mpl ity i

i
al., 199%& are ;tlailfﬂ)?

cha@ clients’ size and con@]rz;ity by Hassan & Naser (2013) and Kwon et al.,
N
(

!
refseiﬁ}@ audit fee would also increase (Gerrard et

N : . :
owmg?hat one of the main factors behind the audit fees

0% The rationale for this is that the auditor must spend more time and effort to plan,
oordinate and execute audit functions as the auditee becomes more complex Gerrard

et al., (1994). The level of complexity of the business of auditees shows the degree of
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difficulty in performing audit. This would probably affect the time taken to complete

the audit by auditors. From the above discussion, the complexity of busine

affect the performance efficiency of tax auditors. Consequently, t ing

hypothesis is formulated. ‘\
H2b: There is a significant relationship between the C%Zy of auditee

business and performance efficiency of tax auditors. T

2.7.3 Distance of The Auditees and Performance Effigiency of T i i
Tax Audit [ L}
-
The offices of RMCD tax auditors are UQ‘ cated{ e ain\Rjﬁ'CD state
offices across Malaysia. Therefore, tax itor, need\ to to a@ge.s’ premises
located all over the state. Thus, no m& :HOD far the aph@(distance is to the

auditees’ premises, the auditors WCD X{% lgg‘\'\bhe field audit visit.

N
According to Dong et al. (}%he Abdito udite(e:QQc.'}listance or geographic

proximity to auditees creat Mdj ges as@ated with audit report delay
Yy

due to the availability% chnology, t cém:@u practice of knowledge sharing
s 2
e use i) ized zﬁ:d’v

However,\@N stu i et cﬂs‘fQOlZ) stated that auditors located closer
{

[
to their audit&? better ablé(fosass scs?he auditees where the geographic distance

N
facilitat %'atioy\uayz and itoring. Based on this study, it posits that the

Yv

dist&f the auditees with Wax auditors’ offices has a significant relationship
N

within audit firms, th It programs.

performance efficiency of tax auditors. The further the distance of the
uditees’ premises with the tax auditors’ offices, the more reduced the performance
iciency of tax auditors in tax audit tasks. The following hypothesis is formulated

based on the discussion above.
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H2c: There is a significant relationship between the distance of auditees’

premises and performance efficiency of tax auditors. YV
2.7.4 Cooperation from Auditees and Performance Efficiency &&‘Auditors

in Tax Audit

It is beneficial for both parties if the cooperation betweW;r and auditee

exists (Sweeney & Pierce, 2011). Auditor needs audi e’Weration to obtain

information and documents for the purpose of audit. S y Piw\('?l) further
atio

mentioned that audit quality can be enhanced with auditee’s good coo ’ . \Y'
L)
One of the main obstacles faced by tax au is the‘l'ac of oope%ﬁ‘on from
taxpayers such as in providing information a% doc }Tﬁﬁ here ovg-v it is very

important for the auditors to be compet@g

(McManus, 2006). Tax auditors neeohepar the

and sharp audit skills. It is belie hQRI\AG%u ito@ca&n be more efficient in
] %

performing tax audit with c@pe\ ive auditees herﬁf;e, this study develops the
N

following hypothesis.
g nhyp Q l 0
'3 &)
H2d: There is a significant ip b tQLaen the corporation from auditees

U W

!
’ (j')
2.7.5 Eec% Kee?' by% dit \nd Performance Efficiency of Tax Auditors

Audi
A "}‘f
\I cords are kept app}t)priately, it will facilitate the efficiency in decision

=

audQc ses efficiently

S &Qample knowledge

R)
A

and performaré?hienc

[

b

A@ and enhance the performance in the industry (Abdul-Rahamon & Adejare,

014). Moreover, proper record keeping by business management (auditees) can lead

to tax auditors performing tax audit efficiently and within a brief duration of time.
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Nadiah et al. (2017) mentioned that audit tasks that are undertaken in an
effective manner are when the tax auditors can complete the audit tasks in tlw
the audited results are accurate with proper documents and sufficient e@ that
support and justify the audit findings. Thus, it is important that audite a proper
way to keep their documents. This is to ease the provision of appropfiate supporting
documents for auditors so that they can efficiently perform % With that, this

study has developed the following hypothesis.

H2e: There is a significant relationship betweenghe record keepi of‘au\
| S
.\,‘Z“

and performance efficiency of tax auditors.

2.8 Organizational Management o Nax B\\Jt rﬁ‘;\Performance
Efficiency of Tax Auditors in K O

Generally, policies, practice straﬁaqt

employees’ performance. As es, tax auditors t@und with the policies,
practices, strategies, proce &d res oft elevant tax authority. The
same goes with the R &;dltor’ slud@lll test the management policies
and practices of R such -aud s assigned (the out-of-scope audit
tasks assigned) &\J dit cour ent and support for tax auditors such as

rewards, and g@dlt r ourc p{)vﬂ?to tax auditors to facilitate in the tax audit

~F 0

Amber of studies ham%\revealed that the performance of employees may

n their management. Koch & McGrath (1996) did a research and came to the

d t that there is a significant effect on labour productivity when organizations
i

lize more sophisticated selection strategies, human resource planning, and

recruitment. It shows that implementation of policies and strategies by the
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management may affect the employees’ performance. For that, the general hypothesis

is developed as follows. T

H3: There is a significant relationship between the organizational m&a:ge}ent of

tax authority and performance efficiency of tax auditors. ‘

The detailed explanation on the management policies anwlices are in the

next sub-sections. z '
\J.

2.8.1 Non-Audit Tasks and Performance Efficlency of Tax A i,ors‘j?} ax
Audit =
’ N~
n-audi

There are several studies that discussed WV' ion~af f @rvices and

tasks to auditors that may affect thewctivit independence (Joe &

Vandervelde, 2007). For processes othe n tax audj
S

g fir@ial audit, process

AN
audit, etc.), these non-audit servi % be th;"c arzﬁgasks that are requested
| W X
by auditees themselves, suK consultation Jservicés,"filing management, etc.
However, this concept is diw fron, the Aen audi@ks assigned to tax auditors in
! ?
the RMCD as the nor%taskgﬁjm e auditees and they are usually
fR

O

I\‘ICD. is rat ore on the unrelated or out-of-scope

NS
jobs, other du& Nnot in the jol descri Gon assigned for tax auditors.

limited to the opegatio

4

Perf@ e tagks n’t the&o{’) description is one of the factors that could
w A ional &

tressy(Turnage, 1991). Non-audit tasks are considered

lead t occupat
AN >
tas& h are not in the job*@scription of tax auditors which not only lead to job

N

ut also lead to burnout (Rothmann et al., 2003).
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It is known that job stress may affect the performance of the employees and
organization. Job stress and job performance have an inverse relationship nw
that job performance is low when the job stress is high. (Kazmi et al., 2oo@d on
the above discussion, non-audit tasks assigned to tax auditors might Iéﬂ&job stress

and may affect their performances. Therefore, the following hypothesqls developed.

[oX

H3a: There is a significant relationship betwee W it tasks and

performance efficiency of tax auditors. \d
®
Y
2.8.2 Management’s Support and Encoura t and Perfor ncl: Ek‘iji’%iency
of Tax Auditors in Tax Audit P ¢ b
T \ Y
Employees need a good support systw the.empleyer aq@gr.lagement to
deliver their duties accordingly. Chai\%@)ﬂ) mentiened t)’@ne of the critical

success factors of internal aud'%wforman\ﬂwm gé\%ﬂent’
"': y N,
encouragement. The major CQ% G

s policies and

that"influences t fective performance of

&
internal audit task is causeq mlx obl as @ck of management support,
owl l

insufficient staff, and I% edge an raln@Kehinde etal., 2016).
'3
i M iven

:
<%e effective performance is strongly

In the aspect o&@rnal ar i g.}
influenced by m@vnen ort as défyérated in the results of the studies by
¢

!
Cohen & Sa 010) and zaEart%?Gwilliam (2014). Based on the literature
Y

mentio% agemient’ Fppo@d encouragement are considered important

factQ employees’ perforu%ﬁce. And for that, the following hypothesis is
N

éﬁd for this study on the management’s support and encouragement of RMCD.

ob: There is a significant relationship between management’s support and

encouragement of tax authority and performance efficiency of tax auditors.
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2.8.3 Audit Resources and Performance Efficiency of Tax Auditors in Tax
Audit

Generally, employees expect resources or facilities to be providf%‘;r
employer so they can perform their duties. Similar to tax audit taskm er (tax
authority) which is the government body is expected to provi uate audit
resources to tax auditors to perform the tax audit such as™wefegence materials,
transportation and driving assistance, and tax information StR.

Economy cannot grow if there are no adequ urces o! infrastructural
development and provision of power as well as public utiliti 7nd‘ ices
(Mebratu, 2016). Similarly, the performance ofﬁmizyi c nof\,gg&v when

there are no adequate resources provided for employees rm their ‘duties. In this

case, inadequate audit resources pro iocg/ta
auditor’s performance to perform e %an

¢ ﬁ?
Moreover, there is a study™ a atipg that fax ad@istration can be more

X

would disrupt the tax

N

“« Q-
efficient by using governmenN ces (Bri al., &%ﬂ) Additionally, Hassanain
N

(2006) stated in his tdy at, “inte‘ior qleré.%f workplace facilities directly
fort a

impact workers’ com efﬁoieﬁ‘\c t c‘g@e concluded that the adequate audit

resources provi@x w@woul@prove their performance efficiently.
Hence, the fo@hy thesi 'Pjop :

Q- *
H3c: T% signifi ?Iati%%}ip between audit resources and performance
effim'ﬂhof tax auditors. \Q’

)

6 Underpinning Theories
This study is performed by underpinning two theories which are the Policeman

Theory and Theory of Economic Regulations.
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2.9.1 The Policeman Theory

Under this theory, an auditor acts as a policeman focusing on the aritth

accuracy and on the prevention and detection of fraud (Salehi, 2010!.®e0ry

underlies that the main tasks of auditor are to detect and prevent errorssand fraud

committed auditees. i

tors in tax audit,

As this study focuses on the performance efficiency of
er are related to this

theory where not only tax auditors need to efficiently foctsyon t Mgf he tax

: : N
declared and paid, but they also have to prevent ntial tax d‘ng@,i’ahd tax
s N~

evasion, and detect any fraud by taxpayers or bUsinesses. N
(\/: L 5 o
2.9.2 Theory of Economic Regula& é
Chalu & Mzee (2018) des% thatm}\ytﬂg)r {saists the influence of
5

the characteristics of tax auditors which have been discus

@
regulatory factors on the eff ess of tax audit, fdering the contradictory
interests between tax audit taxpayers, This study focuses on the attributes of
. ; [ Q . .
auditees and the orga%‘r I management ,of authority related to this theory

oY
where the interes@iness' ahpa)/erée( opposed to the tax audit tasks, and
uth

rity a: lat <<{tax legislations.
PRy

the role of the t
a} r >

2.10 The elh-cal Fra ';k $
Yv

N : ,
AConceptual framews@showcases a bird’s-eye view of the current issue at

ha\?d the various inter-relationships it has with the ecosystem for this study. The
r

N,

relationships could be examined and scrutinized.

etical framework would assist in the understanding of how the various
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In developing the framework, two types of variables would first need to be

identified. These variables are the dependent variable and independent variabl

4

dimensions to the independent variables are then identified for the develo

hypotheses of this study.

¢«

Figure 2.1 showcases the independent variables, which are the eharacteristics of

Cy

tax auditors, attributes of auditees, and organizational managementyof tax authority,
iZm

and how they affected the dependent variable which is th ar]ce efficiency of

tax auditors. The determinants (referred as dimensions IS study sed in this
(3

study are categorized by the independent variable% ' _\G}

In identifying the factors, two theories g COmsi : Thg}?)liceman
ss\' wu@X elaboration
made by Salehi (2010) focusing on th\%tax audi n t?-éwracy as well as

on the prevention and detection @sud. 'ﬁa& Kﬁ‘énomic regulations is
N
% &

o

applied to the attributes of al management of tax

authority which consider hxpT 1 eresté\%d explains the impact of
regulatory factors (Ch@; 2018). :l 0
The relatiOK‘lﬁanplorf g’f’ elements to be considered in the
decision making, by “the
U\ : (?
Qi_t}o s and become more efficient.

improve the
>
& "b)»‘ <

manaé"ent to establish the best solutions to
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Independent variables & dimensions Dependent variables

—{ Characteristics of Tax Auditors i

H1, Hla, H1b| Hlc

+ Knowledge and skills
+  Communication ability

*  Attitude
4( Attributes of Auditees ’7 ., Perfom:_lance efficiency of
H2, H2a, H2b, tax auditors
! Con H2c,H2¢, He
*  Complexity
+ Distance

* Cooperation
* Record-keeping

.. ) H3, H3a, H3b, Hc
—{ Organizational management of Tax Authority |

=

+ Non-audit tasks
* Management’s support and encouragement
* Audit resources

The literature review is ersignifi

2.11 Chapter Summary Co n>\y? §
Fpin

q Q—
the @%é that it describes how the

N
proposed research is reted Rprior researc it,sh@he originality and relevance of
just

the research problems, iffes m.pé el{&‘/@bgy and demonstrates researcher’s
r

preparation to coﬁ@we I Iea
journals on @eg se%,#m t(wng study, the hypotheses of this study are

ase the literature reviews of the published

@
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