CHAPTER 3

3.1 Introduction

RESEARCH METHODOLOGY %\

This chapter will describe the research methodology, adopted in this study
including the research design, sampling, measurements, ;ecti')n and analysis.

The research design serves as a blueprint in conductin rese rcwieve valid

' X
findings and data. l "}
Information was obtained from tax audi i e Rl\/lf: ather their views

This.@ga:ch is based

jolé(hat could have a
AN

and opinions on the challenges faced in pw gt

on the perceptions of tax auditors i@ﬂCD on
significant impact to the performan@ﬁciency oﬁ&a?d' .

This chapter will explaim%n @4 gy that will be used in
this research. It includes t Ech I , trument and measurements,
sampling procedure, d% tion method and a@ysis techniques. There is also a

P 4 V4 &
pilot test in this ch l a é/
&
>
Thio he litér ‘peviev nd the feedback from the initial interview with

R@ auditors, tax audit@pferformance efficiency can be influenced by several
‘@\ams. They are categorized under characteristics of tax auditors, attributes of
Q ees, and organizational management of tax authority, which are referred to as the

imensions of the independent variables in this study. This study aims to explore and
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understand the relationships between the factors behind the performance efficiency of
tax audit by tax auditors in RMCD. Yv

This research involves both literature and field research, where sev hods
of gathering information were used. The literature research included tk&@-ﬂmatlons
of related documents such as academic literature, news, and goverrW and RMCD
reports and circulars, etc. The field research includes the distributiomof questionnaires
towards the respondents which are the tax auditors in th %to' gather data for
this study. As this study is using the questionnaire as%a, tool o%sljgdﬂata, it is
considered the quantitative method of study. Additionally, the s ﬁmﬁbtains

information from informal conversations and ervat|6 X a@ars in the

RMCD. \, Q\T
The questionnaire consists of s\| aEStIOI‘IS ar@@d to collect data

and feedback from the responde exa @eptlons towards the
independent variables (i.e.: c stlcsnof t caudl tars; attrlbutes of auditees,
organizational management_in C[T epe @varlable (i.e.: efficiency of
RMCD’s tax auditorsii rmmg ax der to study the relationships
'y t
between the mdepe t varia tl) \hsL eir S|ons with the dependent variable.
The research is xpe d to adV|ce and recommendations to assist
¢
the tax aud 0 pro e the rfGr ff|C|ency on tax audit in the RMCD.

4
33&u tion and Samplec_‘g.

|s study was carried out by examining the main challenges faced by tax

Q ors in the RMCD which can be viewed to affect their performance efficiency in
X

auditing. The population of the study is composed of the RMCD’s officers all over

L
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Malaysia who are currently serving in the Compliance Division of the RMCD, where

the tax audit is their main task and responsibility.

=

From the population identified, a simple sampling method was us@s hic
only tax auditors in the Compliance Division were investigated. Thi?éhgcause the
tax auditors are directly responsible to carry out tax audit tasks whil¢ the remaining
officers in the Division are responsible in the management, u\eﬁging affairs, and
other duties. The RMCD has approximately around 500 t %

S 1cross Malaysia.

Hence, the questionnaires were distributed out to samp ulation ing of tax

auditors in the Compliance Division, RMCD. é | _\C}
0 4
\ .\/T
&
The questionnaire that was emp@ the purp f c@&ing data for this

thesis would try to answer the re@s questi Ted r;&'ehapter 1. A standard
N

questionnaire needs to be devg%

for the analysis. A well- s.a crucial tool to obtain the

necessaryinformation% (M ho‘cr@lO).
The first s;a{h:\of thel N naire%ﬁduld first look at the demographic
esp

makeup of th dentsa | S oéaﬁje, gender, education level, education

¢

backgroun@f warki pe'riect_:jce’)and employment level. The next section of

Y

the qu% ire the imine?&ﬁe view of the respondents regarding the
Yh

charﬂ;&;tics of tax audito@ the RMCD in general. The following section

e%| s the view of respondents in general regarding the attributes of auditees
clrent

s) which have been assigned to audit previously. The subsequent section

3.4 Research Instrument and Measurement :

o

e data-is consistent and reliable

xamines the view of the respondents regarding the organizational management of the
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RMCD as a tax authority. The last section of the questionnaire surveys the view of the
respondents on the performance efficiency of tax auditors in RMCD in general.

The items of the variables in the questionnaire were adapted fr@&/ious
studies (Nadiah et al., 2017), (Siriwardine et al., 2014), (McManus, ZUMKazmi et
al., 2008), (Alzeban and Gwilliam, 2014) and (Bright et al., 19mated to the

characteristics of tax auditors, attributes of auditees, organizaquagement of tax

authority, and efficiency of tax auditors’ performance with the research

objectives of this study. The questionnaire consists of thirty items thyi into five
®
: \2
sections. ' =)

To record the degree of the respondentsipvi an% i0ns Q@gch item,

the four-point Likert scale is used ran mg\f? onﬁ (strengly disagree) to four

(strongly agree). The Likert scale sed’ to ease res@ents in reading,

understanding and reporting their p(rjstions on tt j@ired. There are eight
ﬁy N
%ﬂ n&

items in Section A which is t dents’ demograp rofiles, and twenty-two

&
items are in Section B, C, D%EDWFJ e variﬁ: of this study. The details of
each dimension and it% ction Bito Ean the@stionnaire are further elaborated

2

as follows. l&\ § %é},
&
NS

34.1 Cha \Stics f!l%tﬂ'ite-r}cs')b

Char tk‘sticsﬂf yﬂitor e elaborated by three dimensions (determinants)

whi knowledge and ski@mmunicaﬁon ability, and attitudes. Eight items are
‘% d for this variable to obtain the views and responses from the respondents.
able 3.1 shows the dimensions, items and sources of adaptation of the items for the

Qﬁlracteristics of tax auditors.
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Table 3.1: Dimensions and items for Characteristics of Tax Auditors

Dimensions ltems Source
Adateg

Knowledge Skills Q1 & RMCD’s tax auditors have (.4)
Q2 sufficient knowledge and s

understanding in tax legislation.
Q3& RMCD’s tax auditors have tah, Hajar,
Q4 sufficient knowledge and skills in &'Zarinah, 2017)

tax auditing. \,

Communication Q5& RMCD’s tax auditors have go
ability Q6 communication ability.

]
Attitudes Q7 RMCD’s tax auditors h |
motivated and committe .\\g
performing audit task (Sigiwardan&y™
Q8 RMCD’s tax auditors nstrat &l.O@UM)
professional ethics erforming
audit tasks. ‘Q \,T

3.4.2 Attributes of Auditees \

Attributes of auditees are e i \er&o {slc%?erminantS) which are
e,

size, complexity, distance, coo éeping:<There are five dimensions
on the attributes of audi nsist ‘of o@tem for each dimension as

Attributes of Auditees

Sources of
Adaptation

Dimensions %\

Sizeof b &' uehily received big size Developed/
% ’ sinesses as clients in my audit proposed by the

tasks, , author
C y of Q2 I'Fs"@uently received the complex
S nature of businesses in my audit
tasks.
nce of Q3 | frequently received audit tasks
mise which the distance of the clients’
premises was far from the Customs’
offices.
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Dimensions Items Sources of

Adaptation
Cooperation Q4 My clients normally give good and (McManus, )
full cooperation when | perform my
audit tasks. (—1(
Record keeping Q5 My clients usually keep a proper and iah,"Hajar,
systematic record keeping. & Zarinah, 2017)

3.4.3 Organizational Management of Tax Authority T
Three dimensions elaborate on the organization@me tlof tax authority
which are non-audit tasks (unrelated, out-of-scope, or*hot jin j exri\p@'ren),
: 2 | .
management’s support and encouragement, and ovision of a resourees. Six
s N~
items are developed for the organizational mamnt Nb.{ autho@g/ to get the
views from the respondents. Table 3.3 tWe di ions, ite gd sources of

adaptation of the items for the organizm managem f tax erity.

NS
b

AN
&
Table 3.3: Dimensions and it zati “Mar@ment of Tax Authority
— -
Dimensions Sources of
' 4 ‘>\ Adaptation
Non-audit tasks 1 auditols are sdal@?signed with  (Kazmi, Amjad,
on-audif’ £3 &) & Khan, 2008)
Management’s i cient training (Alzeban &
Support and ain relevant Gwilliam, 2014)
encouragemen\ derstanding in tax
islati ell as knowledge and
i tax auditing to perform audit
Q') ¥
% ovides encouragement, such
: rds to tax auditors for the
ou&t:a ding performance in audit
tasks.
it,resources Q4 Tax auditors are provided with (Bright,
sufficient reference materials on tax  Kadane,& Nagin,
legislation (such as Acts, 1988)
Regulations, etc) and audit manuals

(such as guidelines, Standard
Operating Procedures, Perintah
Tetap, etc).
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Dimensions Items Sources of
Adaptation

Q5 Tax auditors are provided with ? i
sufficient transport and driving

assistance to perform field audit. ! q

Q6 Tax auditors have easy access to the
tax information system (example:

SMK and MySST) to perform audit T

tasks.
Y

3.4.4 Performance Efficiency of Tax Auditors : '

The performance efficiency of tax auditors is the dépen eMﬁe imp-this
g

study, and it was assessed using three items ada form three q stio’nyk shown

4 b
in Table 3.4. Y' \ Y}’
Table 3.4: Items for Perf G&ﬁicienw ax Additors

Dependent Items \? -, Sources of
Variable ,\'% Adaptation
Performance Q1 In D’s aud@B (Nadiah, Hajar,&
Efficiency of Tax K tadividual gget set Zarinah, 2017)
Auditors b nag S
genera ’S ditors
pleted thei au{ji ks within

%

3.5

NG
w'lot test seeks to enhance the reliability and validity of the questionnaire in the
gtext of this study. The ultimate goal for the pilot test of a questionnaire is for the
S

earcher to test the misunderstandings, inconsistent understandings, incorrect

concept, and others (Collins, 2001).
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Once the questionnaire was finalized, a pilot study was conducted. A sample of
10 individuals similar to the population of the study was selected to determin?m
respondents understand the questionnaire, to get feedback for pe ing the

questionnaire, and also to test and determine the time required for th ndents to

complete the survey. ?
3.6 Data Collection Procedures 2 '

Initial information in this study was collected varipus s such as

®
through officially published government documents emic [iter, re‘ @‘gine
ires d% bs%Xt'ions and
interviews were conducted to supplementw ial d?ta Iected.@d to ascertain
specific views and perception of tax '%n the determi ant@% may affect their
performance efficiency. Co \? \,<\

Questionnaires were uset%ct thg datasin this & because they allow the

S . Respondents voluntarily

news, while the main data were from the questi

9

gathering of the main d % IT
g

participated in this st% nswe:‘i th ﬁﬁes@naire with no financial reward

offered. The respo ts are o\meral R ’s stations across Malaysia which
comprise of big{ all
RMCD th@ the o‘l t
respond% b g f T

A &
~
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3.7 Data Analysis Techniques

The data collected were then analysed using Statistical Package for ther
Sciences (SPSS) software. SPSS is chosen as it is believed to be a SUT i ay to
analyse based on the framework of this study. A basic demographic ana was first

carried out to illustrate the subjects in which the result of the thesis is gsed on.

The demographic data of the respondents that are obtained.in the first part of the
questionnaire are analysed which included gender, age, on level, education
background, current position in RMCD, working experi in RM d, working

N
experience as RMCD’s tax auditor. The frequenc percentage o 161_13&?&11 be

elaborated and presented in a table format for t gra-p,l’% . \,T
T

Next, descriptive statistics and muE r ress?ﬁn an yS|s arried out to

determine the responses in each pN section ofJthe q@lonnalre In this

research, SPSS has analysed the d Ilectﬁ\yge @lonnalre answered by
c.)

respondents. Data analysis t st b cdrre@'used to give sufficient
evidence in answering the % uestions.th thav Aen developed in the previous
chapter. Descriptive al nd in %J ‘a a were employed to analyse the
data in the prese ch l

3.7.1 Des | Iys 4 (_/
o
n will be calculated, and the information will be

T and & d;dev

preAn a table format mt@)next chapter. The main purpose of this analysis is to

ac a suitability of the collected data and to present the responses of major

U bles in this study.

‘5‘\7
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3.7.2  Multiple Regression Analysis

Multiple regression analysis is used to statistically analyse the relationships

between dependent variable with the independent variables and dimens'tcﬂjw\other
%%m

words, it is used to test all the hypotheses in this study. The relat s of the
dependent variable with the independent variables and dimensiongre considered

significant when the result of ‘p value’ is lower than 0.05 (<0: ‘t stat’ is higher

than 2.0 (>2.0).

Furthermore, to recognise the direction and correl of hM§hi[§_the
positive or negative value of coefficient is observ IS to dete Jthiﬁbsmve
or negative relationships of the dependent varia?it th@ ent vapiables and
o
dimensions. V "’\ %
e o

The model of analysis is:

N
A
TAEFF = B, +6; CTA+‘[§23 gr\ﬁ>\y ? c}& (3.1)

Where: \ ' 42\-

TAEFF = Tax Augdit Efficiency

™

$
N
Bo = Intercept \" "d'v

1= Coefﬁ@cm@c of @uditors
B> = Coéffici fjAttri }Af Kuglfees

Bs @kien} fi R-(ﬁan a’iiéhu Management of Tax Authority

S haracteristic O{T%Wuditors
(.)

= Attributes of Aud%és

§M = Organizational Management of Tax Authority

= Error term

S
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3.8 Chapter Summary

This chapter explains the research methodology used to conduct this stuMs

research is considered as a quantitative study as it uses primary data @y or
‘p%u

questionnaire is used as a tool to collect this data. This chapter ides some

explanation on the target population, sampling frame, instrumgt design and

measurement. Moreover, this chapter discusses in detail the logy adopted in
collecting the data and techniques for the purpose of analysis. The 1nalysis of data,
findings, results and discussion for this study will be pres injthe gpte&h
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