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ABSTRACT

The effectiveness of tax investigations is expected to be influenced by the tax
authority’s ability to plan and enforce its tax investigation system, within the power of
the income tax law. Thus, in this context, the main objective of this research is to
explore the determinants of effective tax investigations, from the Malaysian Inland
Revenue Board’s (IRBM) perspective. This study sought to identify factors that may
influence the effectiveness of tax investigations, and the nature of their influence, in
relation to deterrence of tax non-compliance in Malaysia. In addition, demographic
variables such as age, gender, level of education and years of work experience were
also examined to support the findings for the main factors, wherever necessary. Six

research questions were developed to address the research objectives.

In order to complement the study findings from the IRBM’s perspective, a qualitative
study was conducted with the Australian Taxation Office (ATO) senior officers, and
the results of this study served as the point of reference, wherever possible, for the

IRBM in its tax enforcement area.

The study was conducted through two qualitative research methods (interviews) and
one quantitative research method (survey) in three stages. The first stage commenced
with a qualitative study (IRBM) that was exploratory in nature, and the respondents
were the IRBM’s Senior Investigation Officers. The second stage involved
quantitative study and the respondents were the IRBM’s Investigation Officers. The
third stage involved qualitative study with the ATO’s Senior Officers, which was

explanatory in nature.

The findings derived from the aforementioned research methods were analysed and
interpreted to address the research questions. It was revealed that professional
proficiency, tax enforcement strategies and the severity of tax penalties have a
significant influence on the effectiveness of tax investigations. As there was no prior
comparable empirical evidence in relation to the issue of this study, its findings
contribute to the existing knowledge associated with tax enforcement and deterrence.
Professional proficiency of the IRBM officers was found to have the most direct and
significant influence on the effectiveness of tax investigation, followed by tax

enforcement strategy and severity of tax penalties.
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Finally, several implications were identified from the findings of this study. Positively,
these implications would usefully serve to help the IRBM to formulate and enhance

its tax enforcement system into the future.
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