CHAPTER 1

INTRODUCTION & OVERVIEW : ,

1.0 Introduction
This chapter presents the thesis outline. | ins wlth the study’s

chapter also introduces the research question

m
N
ective off th udy,.\‘@?d the
. { ) S
significance of the study. The scope of the stu?mcepw wor@aperatlonal
definition of the thesis is detailed, and thecwizati chapl‘sgp\cmcludes with

a summary. \

1.1 Background of

background, an overview of Malaysian taxation sysge ane pro Ie.m\m¢xen IS

Taxation is‘an important sourc f,vrezgn e for a country. The Government

imposed taxes to N rev|enue or its Ic sector operations and finance the

public expen 'm\ln 2 18‘t and éy\;enue Board (IRB) collected RM 137.034
t? 4
vefu

billion in @' e. wec?ta con,Kﬁbuted 50-55% to total Malaysian Government

reven d Re\én gard ual Report, 2018). This record shows that tax
N
re significant for th‘é@rowth and development of Malaysia, andany tax

‘@on loss is detrimental to the economy.

authorities as it affects the various development progress planned by the government.

Tax compliance is a perennial issue for many governments and tax
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For example, according to IMF Country Report (2014), Malaysian tax revenue is low
relative to higher-middle income and high-income countries. Further, the rec

IRBM annual reports showed that the intensive audit investigations Wer®cted
and a significant amount of additional tax and penalties were docume oIIowmg
the tax investigation activities of 2016, RM844.68 million of unpaid tmd penalties

were recovered. This clearly signifies that the level of non-% ce is a serious
matter. '

‘

Tax compliance has been defined s c‘oljts,)\ One
comprehensive definition of tax compliance w ded{ Sc@ (1989)
as follows, “Compliance with reportlng re t, th ayer files all
required tax returns at the proper tlme e returns ate@%port tax liability
in accordance with the internal reve de, regu %n C "\'decmons applicable

n C?

at the time the return is filed. “« Q-
\ A(*’
z_ 1 N
Roth & S% 89) presumed {hatbh order to be tax compliant, a

$ ¢ &
taxpayer should whe rii; nt of‘i&éme and claim the right amount of
expenses as entitled the

Thi inition has been widely accepted and
extensively su eque
Sanhez E: :

Q)B) This is conswt@ﬂh the definition provided by the Australian Tax

014) as “reporting all income and paying all taxes in accordance with the

ta{ C@Calance researchers (See, for example Alm,

Iaysrs? Inland Revenue Board, 2010; Kirchler, 2007;

icable laws, regulations, and court decisions”. They further noted that, non-
ompliance includes acts such as, non-lodgment, debt non-payment, and a history of

audits with risk probabilities identified. On the other hand, the Internal Revenue
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Service in United States includes three components of non-compliance which are non-
filing (fail to file tax return), under-reporting (understating income, ovew
expenses), and underpayment (failure to fully pay the taxes owed @ the
Malaysian Inland Revenue Board does not provide a definition of d&xpliance,
findings from Suhaila Abdul Hamid (2014) concluded that Malaym tax agents
view on tax compliance as “complying with rules and regulati be the Income

Tax Act”, this includes accurate computation and meeting lines. '

Tax evasion in Malaysia is a serious offe argeabdle rb@ 114

of the Income Tax Act. It includes offences I|k tti e tha‘/g]ould be

state@ﬁs inareturn,
jons @% or request for

legally be included as per Income Tax Act 19% ma

(c) giving false answers (orally or Nag) to que

information made in pursuance Act, %ri

g,é'mamtalnlng or the
authorization of preparing or |n palse oks 20 account or other false

records, (e) falsifying or aut th any fr @rt or contrivance. Therefore,

it can be concluded h ax co I|a e |§ ct of complying with rules and
s $ &

regulations as spwthe@x Act 7 (with amendment). This includes,

filing a tax ret rat ing a@'come and expenses, paying in full the

Icr}e deadlines provided by the tax authority.

Y

amount of t 0 eda
% 2/ é\

Tax compliance ﬁ}fn issue that has been frequently debated and

e%s ely reviewed from various perspectives. It can be viewed as a problem of
q ic finance, economy, psychology, law enforcement or even ethics. Regardless of
e angle of the issue, tax compliance is a serious issue for most governments across

the globe. In Malaysia particularly, the issue of tax compliance has become worse since



the implementation of the Self-Assessment System (SAS) in 2001. The statistics
providedby the Inland Revenue Board of Malaysia indicate that there has b
increase of audited cases from 2010 to 2013(Inland Revenue Board of Mal@()ll;
Inland Revenue Board of Malaysia, 2011, 2013; Inland Revenue BoMalaysia,
2014). Notwithstanding the IRB intensity in conducting tax investigati@n, the statistics
suggests that the number of non-compliance taxpayers is still %ﬁl problem.
|

Several studies have been conducted in orde nde twrlderlying
factors that contribute to tax compliance. The%is debate itsu_él) tax
compliance from two major perspectives, to wi omic* io-psﬁological

(See, for example, Alley & James 2006; A)&??; Andreoni, T1998). The

economic perspective, views the iSSLNQ complian 3

rom@ perspective that
taxpayers weight the benefits of cheating,against t\nsl% 0

gig% caught. In this vein,
N

tax rate, penalties, and the likeli bein'b aud dlareéé?sidered in their decision

&
making. Meanwhile, the pr. &s oj SO o-ps@ogical perspective maintain
that mere financial (% nts a} ins iéiehbor explaining tax compliance

“ |
ge, gder, ethnicity, education, culture,

5 eth@nd tax morale are incorporated into tax

behaviour. Theref factor

institutional inf%, eer
@
compliance %.
1)
&/ i)

Within these vas @umes of tax compliance research, there are few

%hat have employed the behavioural approach towards tax compliance (See, for
& ple, Jackson, 1986; Richardson & Sawyer, 2001). A number of behavioural
eories have been used to analyze the behavioural aspect of tax compliance, for

example the Theory of Planned Behaviour (Ajzen, 1991), Self-Categorization Theory



(Turner et al.,1987), Prospect Theory (Kahneman, 2013) and Equity Theory (Adam,
1965). However, much of the attention on the tax compliance behaviour litera

focused on the Theory of Planned Behaviour. The present study, therefore, Gm}shift
the focus on utilizing the MARS model of individual behaviour aﬂ*ormance
introduced by McShane & Glinow (2005) in predicting the tax compliance behaviour

yﬁnt researcher’s

research.

\d

@

McShane & Glinow (2005) proposed@ARS 0 fl i&ﬁ&vd‘ual
behaviour and performance as a framework fr ch % nd t@?ivers of
individual behaviour. In the MARS model J:bihav rinv: Y;our factors
including motivation (M), ability (A),@eptions ( d s@ﬁonal factors (S).

This model has been used to highlithhe fou % d ecﬁ? influence a person’s
j ly N
C.)

voluntary behaviour and the S\%ﬂt outcome MCSQge & Glinow, 2005). The
issue of an individual’s tax@ i A
propensity to act posit% "‘

of taxpayers in Malaysia. It is important to note here that, to

knowledge, the MARS model has yet to be explored in an

the tax research l' @ﬁvers of taxpayers’ voluntary behaviour.
( ¢ ? (J(,)
Y
Orfiginally, RS el is an organizational behaviour model that is
X
use

edict individual beh@dr. Historically, organizational behaviour discipline

‘% ed in theories and knowledge from psychology, communications, marketing
q information systems. In other words, it is a multidisciplinary field. In tax studies,
e adaptation of theories from other disciplines is common. The MARS model is

unique as it is a developed framework used to predict an individual’s behaviour. It



encompasses both the internal and external influences of an individual’s behaviour.
.9y
Apart from the domains mentioned in the MARS model th(%\o be
tested inthe present research, the study also aims to extend another two s, which
are believed to be a significant predictor of voluntary behaviaur among the
individual taxpayers. The variables are religiosity and ethic Mity. These two
factors are included in the present study due to their i aYt'irlﬂuence on tax
compliance yet they have not been extensively being studied ( eWn:ple Nor
‘Edy

Raihana Mohd Ali, 2013; Recep Tekeli, 2011; Suhail ul Hamid, 4’. Thi

also only focuses on professional group which 1 dactdr , neers,}rchitects,

lawyers, accountants and surveyors. V j é‘?
D xS
NS

n 7]
1.2 An overview of IK ia :%ti#%tegf}'

MNE
l
The histor% alaysian t 'gorlz/ em is traced back to 1948 during
the British coloni@a. It t#ghh the%{nsular Malaysia in 1948 followed by
i

&
Sabah and S M& 9;5 }96&‘)®pectively. It was administered by the
’
n 3

Malaysianq d-Revenue attme 1((_MIRD). By 1967, MIRD was corporatized into
the Inl enue éo lﬁB).@mt time, the income tax law was consolidated
; OV . .
anK to create a unified 'n@me tax law which was enacted and became effective
‘@wout Malaysia under the Income Tax Act 1967.

Official Assessment System (also referred to as the Formal System) was introduced.

>S5
—

With the introduction of the Malaysian Income Tax Act (1967), the
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This system demanded that taxpayers submit their returns within 30 days from the date

of service. Under this system, taxpayers received their annual tax returns from th 4

It was the taxpayer’s responsibility to declare all income and expen \that

particular year of assessment and submit the completed returns to MB. This

system, however, received criticisms in that it was, among other things, time

consuming, cost inefficient, and complex to administer (Inland@m Board, 2001).
!

The introduction of SAS in 2004 was an re t Me the tax

.y
administration in Malaysia. Under the SAS, an in(@who has an.i Obe_f@ uing
t

in (or derived from) Malaysia is required to di % nco@onestly,

compute the tax payable correctly, file thew n I‘B‘m, pay@;?in a timely
manner. Under this system, the onus sea the tax liahility i@the taxpayers. It

was a major shift from the previon(ajem in tﬁ\m&R @ functioned as a tax
N
auditor. In the previous system%he IF&% actéd as a @ssessor (Hazianti Abdul

Halim, Nor Lela Ahmad & hah 1 un, 2015) »@an effort to further intensify

gd} t&x‘smit and investigation in order to

’ F &
ensure compliance wnc@n fougafter investigation will be subject to
%I 0

penalties rangi 00 , ane?ééf three years imprisonment. With effect

the tax collection, the institu

F

_—=

wn

¢
year 2015, Eﬁhdual hae ‘Sn @‘D?al employment income of RM34, 000 (after

Y
EPF dedUctiony mustfegi ‘atax ﬁ@(lnland Revenue Board, 2017).
Y.
N
{
%\ Since the implementation of self-assessment system, the amount of income
!

d ection has increased gradually. For the last 10 years, the increment ranged from
.86% to 23.79% with the highest collection recorded in the year of 2008 as shown in

Table 1.1 below. Despite the implementation of SAS and concomitant increases in tax



collected, tax compliance is still an issue in Malaysia. This will be discussed in the next

sub-section.

Table 1.1: Individual Income Tax Collection from 2005

X
A

Year Collection (RM) ‘billion Percentag%crease/decrease
2018 RM35,990.18 12.82

2017 RM31,901.57 \/ 7.76

2016 RM29,603.47 4.69

2015 RM28,276.97 6.09

2014 RM26,654.91 | 8.3

2013 RM24,607.91 ‘\Jd

2012 RM22,961.85 6
2011 RM19,383.02 8189 \Y'
2010 RM17,800.00 1 .33&3
2009 RM15,570.00 8.

2008 RM14,350. s 2

2007 RM11,592.18Q \ 1136

2006 RM10,4QQ~?!5J {\1.86

2005

RM10{22 :'\ i
Source: | enue Bo nn@eport 2005-2015

"
1.3 Statement of R }h Aj A
[73) S

In gen wany@e ts throughout the world rely on tax revenue
for sources of i@éTax 's im nt in funding national development for
social well- blala ia,‘in ar‘cu@helies on more than 50% of its total income
from ta% comg;

N 5
\ N

Undeniably, the tax revenue collection of Malaysia has never been off

& t. The Inland Revenue Board (IRB), the responsible agency in collecting the main
v

enue of the Ministry of Finance (MOF), has a positive track record infulfilling

s
i ?1d caﬁl gains (OECD, 2016).

government tax collection. Since 1997, the IRB has successfully contributed



remarkable revenue for the government. In 2016, for example, the IRB has successfully

collected the highest ever revenue collection (Inland Revenue Board Annual WS’R

2016). Despite the favourable records, the IRB also evidenced someof t@vmg

‘disturbing’ facts: A

(@) In 2016, 201,598 individuals were banned froN;Mthe country in
67

accordance with Section 104 of the Income Ta v'ith outstanding
tax payments of RM4,438 million .\d‘
| . N\
(b) Following the tax audit activity, the amo tax and p Itlls l@ueased
significantly for the past three yea ount M%‘%illion

NN

(c) Based on the 2016 annual repoﬁwm ax ﬂears cord proximately

RMG6.8 billion \% é

o NV

Indirectly, these statisti dicate non mpl@to the Income Tax Law
as stipulated under Part V11 he ncolv ax Act 1@his increasing trend in non-
compliance suggests p% oints‘.‘ is l‘l'ek thattaxpayers’ increasingly negative

i\ i N
igor gRJB investigation (Natrah Saad, 2011).

response to tax comphiance orirlc

Despite the inte@t
¢

compliance ngthe taxpaye
>

R\ v

Furthermore, acco\ to Fiscal Outlook and Federal Government

toc hﬁ/bﬁt non-compliance, the statistics of non-

l
ir’M ggia is undeniable.

.
.

‘% Estimates (2020), Malaysia’s total number of taxable populations is only
5% of 15 million workforce. Thus, every taxable individual who fails to comply

ith the tax law will contribute to a serious aftermath on the country’seconomic

viability. For example, it would cause a revenue deficit and a revenue leakage (Ministry
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of Finance, 2021). The worst scenario was observed in 2017 wherein the IRB reported
that an approximately 80,000 individuals who failed to pay taxes and the unpalw
amounted to RM 50 million (Gomes, 2019). Furthermore, IRB recently, r%\that
government had suffered tax losses amounted to RM665 million du declared

income by individuals, businesses and others. This has brought ne &lve impact on

¥,

On top of that, IRB disclosed to The Malays ese ew hat, there
is RM1.158 billion in taxes and penalties were coIIecE?‘rom erfant Q\/e_&ghese
were collected from 4610 professionals wh e Qt}vncluded
doctors, lawyers, architects and engineers. W tvoh\me doct@vere reported

clar@es. The issue of

ecé\for example, doctors,
N,

engineers, accountants and Ia%re gd?duprl 9y, tax evaders (Murphy,

2012). This group has contr@p t:lE o of the for. the government revenue. The
worst case also observ%: an, vx‘ ‘;ey dc engineers, and lawyers who are

considered as higg:qe inm re am hose reported as tax evaders. It was
reported that 84% of this h e g did not comply with the tax law (Al-
1+ D, &
Zageba, & Al- Rashdan, 2020). (_}
[ N
X é\
4
A Malaysians are ca@'fzed into three different income groups: Top 20%

( |ddle 40% (M40) and Bottom 40% (B40). These groups of Professionals are

d idered as Top 20% income groups who earn at least RM13, 148 per month and
0

ntribute roughly 34% to tax (Department of Statistics Malaysia, 2016). Therefore,

nations economic stability (TheStar, 2022).

as the highest tax dodgers accounting %1 b|II|on u

tax evasion among professionals is trange |s : G

this study is significant so as to understand the predictors to tax compliance among this
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professional groups. This group is considered the high net worth individuals that
contribute significantly to the government revenue. The investigation towarw
group has recently gained traction in many countries (OECD, 2009). Du et@mty
of evidence in Malaysian context, therefore this study is worthwhile. ropriate

mechanism could be used to increase the level of voluntary complian E

: !
1.4. Research Questions ‘\d’
4
| S

By referring to the above research o , thisét S @wer the

following research questions. The first fou es ns aa\‘n t swer,@x;st research
objective. \c' , <<
? -\

1. Does motivation Ie pe‘n’ceptl areli y and ethical sensitivity

have significa e inf in ta@npllance behaviour among

professionals.in,Malaysia R} ! 0’
:
2. Does thégsituatio nzi odegu e relationship between motivation

X c plla |ourcﬂ;}&ing professionals in Malaysia?
!

3 e sit atlon fafto m derate the relationship between ability and
% ompliance dehavi mong professionals in Malaysia?
A oes the situatioc@»lfactor moderate the relationship between role
N

\ perception and tax compliance behaviour among professionals in
05 Malaysia?
5.

Does the situational factor moderate the relationship between religiosity

and taxcompliance behaviour among professionals in Malaysia?

11



6. Does the situational factor moderate the relationship between ethical

sensitivity and tax compliance behaviour among professionals in Mawa

o5
O
N3

. Eﬁerops studies have
ine. | M}to build
Y

upon the body of knowledge in this area, the p udy atte t(’ q@h the

1.5. Objectives of the Study

Tax compliance is a widely debated discipli

contributed to the development of the tax compliance dis

existing literature with the recent and compre?&- vi% ysian};jividual
I gr

g
taxpayers with a specific focus towards pr W g WD. é
< )

de_:rﬁand individual tax

The main objective o@j researc\\
S
compliance behaviour by exa he selecte fdctozf/bvuhin the framework of
\ i an rfo

=9

rndance as suggested by McShane

the MARSmodel of indiviv awr
& Glinow (2005). Th% propc:g dv @)‘h@:h as motivation, ability, role
&

perception, and ;@al Col's \\indivi behaviour. Apart from testing the
original MARW aria ris ta(?mpliance behaviour, this study aims to

¢
extend the mth afvth 0 f;c@, to wit, religiosity and ethical sensitivity. By
E h. ’ S

—+

ividu payer aviour, suitable measures could be engendered

Y-

to in& taxpayer complian@ﬁerefore, specifically, the research objectives are as

gy
$



1. To examine the influence of motivation, ability, role perception,
religiosity and ethical sensitivity on the tix compliance bew
among professionals in Malaysia. \

2. To investigate the moderating effect of situationaf&r in the

relationship between motivation and tax compliancibehaviour To

investigate the moderating effect of situiiwion factor in the
i

relationship between ability and tax ce 'behaviour. To

ituati n;T\Q‘M’ in the
Y
complia b‘h@r

3. To investigate the moderatin QQ ional factor in the

investigate the moderating effect o

relationshipbetween role perception

relationshipbetween religioSi tax*eomphiance b@lour

itu@'l%| factor in the

4. To investigate the rating e

relationshipbetwee ical sen3|\ty\$d
>
SIS
e Signi e '
16. The Sig f% thi;;j}(?

¢
brings value.%rese/t stu as r&lé%nce in terms of theory, methodology and

s
N S

E In the context of Malaysia, it was previously acknowledged that a number
& udies have highlighted the issue of tax compliance. This study, however, is
ifferent in the sense that, there has been no previous research, that has adopted the

MARS model in order to understand taxpayer behaviour to comply with the tax law.

13



Previousstudies on tax compliance behaviour have applied the TPB, for instance, as a
way to understand the taxpayer compliance behaviour. This study shifts fow
applying an organizational behaviour model, originally used to understar@)yee
jobperformance, to tax compliance behaviour. As taxpayers are expe perform
their duty to pay taxes, this to-be-tested model is relevant. Tf&r?portance of
motivation has been acknowledged in previous research (See, Mple, Alm, 2013;
Bornman & Stack, 2015; Dwenger et al., 2014; Farrar & &Zal', 2016; Feld &

Frey, 2009; Halla, 2010; Wenzel, 2004). However, studi ing i trw‘extrinsic

Yw
ger ef al. 1}1;@2% &

d e@ tive@}et to be
e to'the bod@‘;q(nowledge,

cus@,l(‘hderstanding the
AN

ayer compliance with the

motivation, are hitherto, scarce (See, for example

Hausserman, 2016). In Malaysia, the role of intri

explored. The present study, therefore, ai

particularly on tax compliance behavi with'the speci

role of intrinsic and extrinsic motiv@jnﬂuenu ?
0 \

tax law. Furthermore, as proxy tog ic motivationgthe &@ble of trust has not been
rc M

widely examined in tax c?g e rls g a. This study, therefore, is
relevant in determinin% trust in thetaX a@rities influences the taxpayers’

’ F &
motivation to com Qu{h thetf‘l \ %(J
k N
O
NN ¢S
compliance re ré\ U well-studied discipline. A vast number of

Y
variabl% een test ?(ami‘zr@x compliance behaviour, for instance, age (See,
for %Ie, Amankwaah Er@(al., 2019; Abdullah Al-Mamun, Harry Entebang,

‘% Abu Mansor & Qaiser Rafique Yasser, 2014; Andreoni et al., 1998;Christian
6 upta, 1993; Clotfelter, 1983; Jeyapalan Kasipillai & Hijattulah Abdul Jabbar,
003.; Ritsema, Thomas & Ferrier, 2003; Siti Alida John Abdullah & HalimahAhmad,

2002); gender (See, for example, Hasseldine & Hite, 2003; Jeyapalan Kasipillali,

14



Norhani Aripin & Noor Afza Amran, 2003; Jeyapalan Kasipillai, & Hijattulah Abdul
Jabbar, 2003; Mottiakavandar R., Haron, & Jeyapalan Kassipilai, 2004); ethnicitw&,
for example, Chan, C.W., Troutman, & O'Bryan, 2000; Chen, L.E., 2006), @See,
for example, Burton, Karlinksy, & Blanthorne, 2005; Torgler 2003b$la Abdul
Hamid, 2014), institutional influence (See, for example,Chen L.E., fidah Sapari,
2012), peer influence (See, for example, Elen Puspitasari & Neiranto, 2014),
ethics (See, for example, Alm & Torgler, 2006; Henders \%ar,, 2005; Ho and
Wong, 2008; Norasmila Awang, & Azlan Amran,20 nd WSSee, for

Yw

example, Cummings et.al, 2006; Halla, 2010). However,%o date, the i Iuln_c{} role

perception on tax compliance behaviour hasn id% gated3r.1is study
li Y

is among the first few studies that attempte , role‘ioerc tion t compliance.

Due to limited amount research in\/w Dg the effe

compliance behaviour, the roleperc@s variabl\s%e u@“using the concept of
N
civic duties. To the best of pre%arche?’s kn dg@(z’e aforementioned aspect

of civic duties has not beenwidely tes n g ntext.
(,) (S

’ ¢ &
As for sittiational fa(it are W%Qa(chers that have attempted to include

this variable (SQQQ) X

Trivedi, M ed 'Shih

f ro@%rception on tax

g &(Y.J%ﬁrough, 1978; Viswanath Umashanker

e

ad{tﬁ, 2003). However, in the Malaysian context,

Y
study 0% e of gituatiohal factﬂl\against tax compliance behaviour has not been

3

idﬂ&ed. Even though the\ bles of motivation and situational factors have been
examined in the context of tax compliance research, these variables were examined
i idually. There has been no attempt to study all of these variables in a single

ramework or to engender a solid construct in coming to understand compliance

behaviour. This study looks at tax compliance from the unique perspective of the

15



MARS model.
X
As for religiosity variable, past studies analyzing the role of r@y in
influencing tax compliance have measured religion in terms of the de religious
affiliation and regressed it with tax compliance behavior (See, for exaw,'Mohd Rizal
Palil et al., 2013; Nor Raihana Mohd Ali & Pope, 2014; Torgler 5). The present
study, however, is different in that, it develops items whi E;n'easure religion
towards tax compliance behavior. ‘ Y'
.\

Finally, regarding ethical sensitivity vari e stuQ\Zﬁ/ Suhaila
Abdul Hamid, (2014) was done in the Mal ia t tudy.@vever focuses
on tax agents as its subjects. The pres ud by contra nte@ the professionals

as its scope of study.

S
3
&
In addition, thls als Iquey in th ocuses on the professionals
only. While majority o% compl |€(%o‘|e$éltered on salaried individuals or
&
tax professional @senm mlneémfessionals. These are high salaried
individuals whaymakeva lar |butle?§'6 income tax and thus their perception
could be di t than olher a rltﬁl dividuals.
Y
44% ’ S
Y.

b4
Apart of its acad,@’ contribution, the findings from this study are

| to tax authorities in that it engenders a better understanding of taxpayer
e viour.The findings of this study could help tax authorities take relevant action to
crease tax compliance and improve the revenue of the government. Since tax revenue

is an important source of income for the Malaysian government, understanding the

16



drivers behind voluntary tax compliance is crucial to help increase the tax compliance

rate.

1.7. Scope of the Study \,z
This study investigates the tax compliance ;ourlamong group
professional groups in Malaysia. The target respondents is study qjvi@z@ls.

N
The study investigates income tax, therefore othe s Of taxes/suc s&lg{f&x and

X

engineers, architects, accountants, anicWors, ‘Wollo ing th&eﬁnition of
professionals by the Inland Revenue BM 19). O

LS

corporate tax are not included. The professiwyoupsé doctom‘rlawyers,

country. HoweveKNM havelsh

(Chong, 2018; w‘ ong,
[
a &II@ in taxes and penalties were collected from

the IRB, a ount of RM
\
errant ta%g Thede golle@rom 4610 professionals who were being audited

whi uded doctors, la \,’,architects and engineers. From that volume, the
‘@ were reported as the highest tax dodgers accounting to RM1.11 billion
clared taxes. These professionals amounted to up 300,000. The variables used in

he study are derived from MARS Model ofIndividual Behaviour and Performance to

Furt(e}nvore, according to a report disclosed by

-
e

wit, motivation, ability, role perception, and situational factors. In addition, the present

17



study extended the model by including another two variables namely religiosity and

ethical sensitivity.

1.8. Conceptual Framework

Yv
\
O
N3

The primary objective of the research is to an ;ctor's that influence

tax compliance behaviour. To achieve the aim of the studypa,conceptu ework is

N
developed so that the relationship between the &@actors it 'c iance
0 4
<

behaviour could be empirically examined. Yv
(\/; W\ &
The MARS model of inM behaviou opoour factors that

A

influence individual behaviour an rmance ga é@tlvation, ability, role

0 ¥,
perception, and situational fac hapter 2, e‘fev@‘suggests that the MARS

X
model of individual behavi%perflrma elhas been, tested across disciplines. For
example, it has been % inte.g tivi 3glr‘ii, re (Zhou J.H. et al., 2013b),

usine d management (Abi Dzarr Alghifari

information syste H H.l 2

Wijanarko & , 2015; bar <<élna & Welly, 2013; Inggrita Gusti Sari
ST PR
Nasution eﬁ 2014; Rajah=N. &A\s .), food control (Zhou J.H. et al., 2013),
= N
banking&(Al Khoury, Gi',, Thﬁassou, A., & Kaufmann, H. R (2017); Schlebusch, C.F.,

2018)«finance (Wei & Aziza@f;) and academic (Muhammad Akif Zakwan Amir,
@lakim Mat Luwi and Farah Adilla Ab Rahman (2022). The position of the
q S model of individual behaviour and performance is considered quite new, and
e first study that tested the MARS model was in 2013. In recent years, there has been

an increasing interest to examine the MARS model in many areas. This research is also

18



interested to test the various factors of the MARS model in explaining the tax
compliance behaviour of the professional groups in Malaysia. Further, the studw
to extend the model of MARS with religiosity and ethical sensitivity variaﬁ%

As depicted in Figure 1.1, the conceptual framework pr@poses that the

individual behaviour to comply with the tax laws is influen N} motivation of

the individual taxpayer, their ability, their role perception Call)' the situational
factors. .
Y'

[ Motivation

Factors 6

T I

P
Ability
.
p
Role Compliance
Perceptions F 4 F o Behaviour to Tax

Ethical

Sensitivity

Figure 1.1: Conceptual Framework
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1.9. Operational Definition

This section provides conceptual and operational definitions c}rms

that are used in this study. Further information about the definition iven in

Chapter 2. Y -
Individual Behaviour z '

Behaviour refers to what people feel, thinks and do (Mc Shane & IMOS).

@ \Y-
| &
Perf 4
erformance T \ .\Y
In this study, performance refers to the actw somﬁthl (Camh@g University
(

Press 2022) or the act or process of p ming a task Ur@fsity Press, 2022)

SHEN

A
A
o S

Motivation 4
Motivation refers to a force wit%c‘% Mhe@r her direction, intensity,
and persistence of volunt haviol (Caimpbe ritchard, 1976). In this study,
motivation refers to &e\forc S 4 the ir@%fdual tax payers to comply with the
tax law. & @l §

(’} / X3

Abilityg? ,b_): $

Abiljti! to both the nag;;r aptitudes and learned capabilities required to
\

S %s#ully complete a task (McShane & Glinow, 2005). In this study, ability refers

6 mpetencies to comply with tax law or specifically as tax literacy

by



Role Perception
The extent to which people understand the job duties (roles) assigned to or expe
or expected of them (McShane & Glinow, 2005). In this study, it refers t@iend

an individual taxpayer understand their civic duty as taxpayers. ‘\

Situational Factor
Situational factors include conditions beyond the employ Xr:d te control that

constrain or facilitate behavior and performance (Kane, w‘ref rs t

o

o

factors beyond the taxpayers’ immediate control t nstrai deh@r t

comply with the tax law. Y. \,T
4\“’

Religiosity

Religiosity refers to the degree to w person hﬂeﬁgto |$:Q‘r\her religious values,

S
beliefs and uses them in d%g \9V0rth gton I., 2001) Inthis study,
religiosity is defined as t)% arE ehaviour ﬁxpayers based on religious
background. Religiosi used v:iﬁ;iz ’s values, beliefs and their level
of engagement wit ﬁgkpartlotj ion. %
&

Ethical Sensi |t (JC—)
>

Ethics refers to%as t |nC| orvaluesthatan individual has which influence

m‘&m making the right @?ong decision in a given situation (Crane & Matten,

th|s study, it refers to the moral principles or values that guided the taxpayers

G aking decision to comply with the tax law.



Tax Compliance Behaviour

Tax compliance behaviour refers to an individual’s act of filing tax returns, dew
all income accurately for tax purposes and paying tax liabilities on the @s as
stipulated by the authority or applicable tax laws (Mohd Rizal Palil 5%ad Fariq
Mustapha, 2011). In this study, it refers to the actual compliance 'With tax where

individual taxpayers filing tax returns, declare all income accurately and paying tax

liabilities on the due dates as stipulated by Inland Rev® '
NY.

Professionals é l _\"}
Professional means a person who belongs t ess’oQ IS a m.gEBer of a
rofess@&? RB, 2019).

pr I*ion as lawyers,

professional body or registered with a bod ich,gov

IRBM also further defined “profesN includes

accountants, architects, doctors, ﬁa\jacists, \INMrs s{@teyors or any other

N
profession where the status of ssion(1 IS recognize written law or statute in

Malaysia. \

1.10. T&\ iz

t pter also explained briefly the taxation system in Malaysia. In addition, the

dpter also presented the statement of problem, research questions objectives of the
study, the significance of the study, scope of study, conceptual framework, operational

definition and thesis organization. This chapter ends with a conclusion of the chapter.
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1.11. Conclusion Y'
This chapter provided a thesis overview, by introducimkac;ground

information of the research area. The discussion commenced with ackground
information about tax compliance studies, including the variablM in the present

study. A brief overview of Malaysian Tax system was als egted. In addition, the
, sum

problem statement, research objectives, research que ary of research

| 2
methods, and the significance of the research were prowided. ' Q}Y.
5
N
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