11% LIS International Conference

Ll 5 2025 Liga Ilmu Serantau 2025 ISSN: 2985-4393

LIGA ILMU SERANTAU

Factors Influencing Polytechnic Students’ Readiness to
Comply with Taxes in the Future

Ku Ahmisuhaiti Binti Ku Ahmad'®, Hyrida Binti Othman'® and Muhammad
Hafidz Bin Haidzir!®

!Department of Commerce, Politeknik Port Dickson, 71050 Si Rusa, Negeri Sembilan, Malaysia

Y Corresponding author: ahmisuhaiti@polipd.edu.my
Yhyrida@polipd.edu.my
“hafidz@polipd.edu.my

Abstrak. Tax awareness refers to the level of knowledge, understanding, and readiness of individuals to voluntarily carry out
their responsibility of paying taxes to the state. High tax awareness is crucial to ensure the effectiveness of the taxation
system in generating national revenue and reducing tax non-compliance among citizens. This study was conducted to assess
tax awareness among polytechnic students by focusing on four independent variables: tax knowledge, attitude, the role of tax
authorities, and tax morale. Data collection was carried out through a questionnaire distributed to 207 polytechnic students.
The findings revealed that all independent variables had a positive relationship with the students’ level of tax awareness. Tax
morale was found to be the most significant contributing factor in enhancing tax awareness, followed by the role of tax
authorities, attitude, and tax knowledge. This study is expected to assist relevant authorities and the Lembaga Hasil Dalam
Negeri (LHDN) in designing appropriate tax education strategies in polytechnics to produce tax-literate students who have a
positive attitude toward fulfilling their tax obligations and are ready to become compliant taxpayers once they meet the
required income threshold in the future. Overall, this research contributes to the literature on tax awareness among the
younger generation and can serve as a reference for stakeholders in planning more effective tax education programs in
Malaysia.
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1. INTRODUCTION

Tax compliance is an important agenda emphasized by both tax administrators, namely the Inland Revenue
Board of Malaysia (IRBM/LHDN) and the Royal Malaysian Customs Department (RMCD/KDRM), particularly
after the implementation of voluntary self-assessment. In Malaysia, tax administration is divided into two categories:
direct taxes collected by LHDN and indirect taxes administered by RMCD. Revenue collected from both types of
taxes forms the main source and an important instrument of government income to finance services, infrastructure,
management expenses, and several critical programs deemed necessary for the development and stability of
Malaysia [4].

Tax compliance is defined as the willingness of taxpayers to pay the taxes that are due. Tax non-compliance,
on the other hand, refers to the failure of an individual to register, submit tax returns within the stipulated time
frame, report the correct amount of income, claim the proper deductions, reliefs, or rebates, as well as to pay all
taxes within the required period (Muhammad et al., 2016). Since tax revenue is one of the largest contributors to a
nation’s income, tax non-compliance has a negative impact on national finances as it reduces tax collection. This in
turn affects the quality of services that can be enjoyed by the public.
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Table 1. Breakdown of Entities That Failed to Report Actual Income

ENTITY TOTAL
Individuals 23,751
Businesses/Companies 7,847
Total 31,598

Source: Bahagian Komunikasi, Pejabat CEO LHDN (14 June 2022)

From the total of 31,598 entities, 23,751 were individuals, while the remaining 7,847 were businesses,
companies, and others. This statistic shows that the issue of tax non-compliance remains critical and must be
addressed by the government. To tackle this issue, LHDN has outlined three main approaches, namely awareness,
education, and services [14]. The level of compliance among taxpayers in a country reflects the tax knowledge
acquired by its citizens, as well as their relationship with and trust in the government [17]. If citizens have a better
understanding of the tax system and believe that the government prudently uses the taxes, they pay to finance
national expenditures, their likelihood of complying with taxes will increase. Therefore, citizens should be
introduced to tax education and tax awareness programs from a young age to prevent future non-compliance [22].

Several studies related to tax compliance have been conducted [2][20][35]. However, these studies mainly
focused on individual workers with taxable income, companies, or business owners, and did not take into account
the perspective of future taxpayers. Understanding tax compliance behavior among students (future taxpayers) is
essential since they will bear the responsibility of compliance in the future. Higher education students are expected
to enter the workforce after graduation and are likely to earn taxable income [22]. Hence, this study is justified, as
polytechnic graduates represent the group of future taxpayers being referred to. Therefore, this study was carried out
to examine the factors influencing tax awareness among polytechnic students from the aspects of tax knowledge,
personal attitude, the role of tax authorities, and tax morale.

1.1 Problem Statement

International travel bans were imposed on 180,216 individuals after it was found that they had failed to settle
tax arrears amounting to RM7.93 billion, which consisted of income tax, real property gains tax, and corporate tax
owed to LHDN [21]. This data indicates that many taxpayers still fail to comply with their obligations even though
the Self-Assessment System, which is simpler and more accessible, has long been introduced by LHDN.

Several strict measures have been taken by LHDN, such as travel restrictions, but the issue of non-compliance
among individual taxpayers remains unresolved [13]. In addition to individuals with travel bans, LHDN also
detected 31,598 entities that failed to report their actual income in 2022, of which 23,751 were individuals [10]. This
issue has resulted in an estimated revenue leakage of RM655 million, negatively impacting the national economy.

Since taxes are the government’s main financial resource for providing social services and infrastructure
development, research on the factors influencing tax compliance must be explored to understand taxpayer behavior.
Tax compliance contributes to increased government revenue, which in turn enhances the quality of public services
available to society. As students who are about to graduate represent a future workforce and contributors to national
tax revenue, this study will examine the influencing factors of (i) tax knowledge, (ii) attitude, (iii) the role of tax
authorities, and (iv) tax morale on tax awareness among polytechnic students.

1.2 Research Objectives and Model

In general, this study aims to examine the factors influencing individual tax awareness. Specifically, the study
has four objectives:

1) To examine the relationship between tax knowledge and tax awareness among polytechnic students;
11) To examine the relationship between attitude and tax awareness among polytechnic students;

111) To examine the relationship between the role of tax authorities and tax awareness among polytechnic
students;
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1V) To examine the relationship between tax morale and tax awareness among polytechnic students.

Based on the stated objectives, the research model is illustrated in Figure 1 below.

Tax Knowledge

Attitude I | 7. Awarcncss

Role of Tax Authorities
Tax Morale

Independent Variables Dependent Variable

Figure 1. Research Model
2. LITERATURE REVIEW

Tax compliance is an essential element in achieving a country’s revenue target. If tax collection is low, it
hinders national development due to insufficient funds. Therefore, tax collection is crucial for generating
government revenue, and the authorities must ensure that taxpayers fulfill their responsibility to pay taxes. Tax
compliance occurs when taxpayers abide by tax laws by filing tax returns and paying taxes promptly [11].
Conversely, failure to fulfill obligations through violation of tax laws or underpayment is considered non-
compliance. In Malaysia, taxpayers are deemed non-compliant if they fail to submit tax returns, underreport income,
overclaim deductions, or fail to pay taxes within the stipulated time [1].

Previous studies have identified several factors influencing tax compliance, including tax knowledge,
complexity, service quality, awareness, tax morale, and tax fairness [20][6][25] .

Numerous studies link tax awareness with tax compliance [19]. Awareness is one of the critical factors in
ensuring compliance. It represents the intrinsic motivation that encourages taxpayers to pay taxes and contribute to
national development. Awareness can be defined as the state in which individuals know, acknowledge, respect, and
voluntarily comply with applicable tax provisions with sincerity and willingness to fulfill their tax obligations.
Therefore, taxpayers with a higher level of awareness are more likely to comply compared to those with lower
awareness [22].

One study examining the influence of knowledge on tax awareness using a quantitative approach with 208
respondents from Universiti Sains Islam Malaysia (USIM), Universiti Teknologi MARA (UiTM), Universiti
Malaya, and Universiti MAHSA [19]. The findings revealed that knowledge significantly contributes to tax
awareness. With higher education and knowledge of the taxation system, higher compliance levels can be assumed
within a country. Thus, the researchers suggested that the Malaysian government consider introducing a basic
taxation course as a compulsory subject in higher education institutions. This would not only prepare future
taxpayers but also improve compliance levels and reduce tax evasion.

Meanwhile, a study found that 88% of secondary school students in Malaysia were aware that those
categorized as having taxable income are required to pay taxes [18]. This finding indicates a positive correlation
between tax knowledge and tax awareness.

Based on the above discussion, the hypotheses of this study are as follows:

H1: Tax knowledge has a positive influence on tax awareness.

An individual’s attitude toward taxation plays an important role in shaping their level of tax awareness.
Attitude refers to a person’s perception, opinion, and tendency to act positively or negatively toward an issue,
including the responsibility of paying taxes. In the taxation context, a positive attitude toward the tax system can
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enhance understanding and awareness of its importance. Attitude reflects an individual’s clear thinking about the
outcome of an action [23]. A recent study on the relationship between attitude and tax awareness, involving
respondents from Politeknik Ungku Omar showed that a better attitude toward tax acceptance contributes to
improving citizens’ understanding of the tax system and legislation [12].

Positive taxpayer attitudes such as a sense of social responsibility, trust in government, and awareness of the
benefits of taxes to society are closely associated with higher tax awareness [24]. Individuals with such attitudes
tend to be more sensitive to the need to comply with tax laws and are more willing to understand their rights and
responsibilities as taxpayers. Based on these arguments, this study hypothesizes that:

H2: Attitude has a positive influence on tax awareness.

Lembaga Hasil Dalam Negeri Malaysia (LHDN) plays a crucial role in the country’s taxation system,
particularly in efforts to increase tax awareness among citizens. Tax awareness refers to the level of understanding
and positive attitude of individuals toward the importance of voluntarily and promptly paying taxes. Tax authorities
use various instruments to enhance awareness, such as tax promotions, taxpayer knowledge-sharing platforms,
audits and penalties, tax incentives, and support services [7].

In Malaysia, LHDN has implemented several programs to instill tax awareness among young people,
especially school students. These include visits to LHDN headquarters and branches, awareness talks for
individuals, tax agents, employers, and taxpayers, as well as workshops and advisory services [12]. Previous studies
have shown that the communication and education strategies implemented by LHDN significantly impact tax
awareness levels.

LHDN also educates and empowers taxpayers through the Voluntary Disclosure Program (VDP), tax seminars,
and community initiatives such as Sahabat HASiL and collaborations with higher education institutions [5]. These
initiatives not only aim to increase compliance but also to foster a sense of responsibility among citizens toward
national development. Through the Awareness, Education, and Services (AES) approach, LHDN has shifted from
enforcement to guidance and education, thereby improving overall tax literacy. This leads to the following
hypothesis:

H3: The role of tax authorities has a positive influence on tax awareness.

Tax morale can be defined as the perception that paying taxes is the right thing to do [2]. Although tax morale
is one of the least understood factors influencing compliance, it is fundamental as it relates to governance quality.
Tax morale represents an individual’s intrinsic motivation to pay taxes, making it an important factor in the tax
system. Since many modern tax systems rely on voluntary compliance, it is expected that higher tax morale can
potentially increase national tax revenue. Tax morale may be viewed as a cognitive behavioral factor with important
emotional elements influenced by education, knowledge, and understanding [16].

There is no easy way to measure tax morale among individual or business taxpayers [8]. Generally, older, more
educated, and female taxpayers demonstrate higher tax morale. A study involving 116 part-time students in
Malaysian higher education institutions found that tax morale significantly influences tax compliance [2]. The
consistent discussion above highlights the importance of tax morale as a determinant of individual tax awareness.
Thus, the following hypothesis is proposed:

H4: Tax morale has a positive influence on tax awareness.

3. RESEARCH METHODOLOGY

Polytechnic students were chosen as respondents in this study. The rationale for selecting students as
respondents is that higher education students are expected to enter the workforce after graduation and are likely to
earn an income that is taxable [12]. The questionnaire used in this study was adapted from previous researchers and
was customized to suit the context of polytechnic students [12][22]. The survey was distributed through an online
platform (Google Forms). The questionnaire consisted of six sections:

https://liga-ilmu.org/



11%" LIS International Conference ISSN: 2985-4393

i) Section A contained six (6) questions related to the respondents’ background;

i) Section B contained eight (8) questions to obtain information related to TAX KNOWLEDGE;

iii) Section C contained six (6) questions to obtain information related to ATTITUDE;

iv) Section D contained seven (7) questions to obtain information related to the ROLE OF TAX
AUTHORITIES;

V) Section E contained six (6) questions to obtain information related to TAX MORALE; and

vi) Section F contained five (5) questions to obtain information related to TAX AWARENESS.

The questionnaire items were measured using a 5-point Likert scale, where a scale of 1 represented “strongly
disagree” and a scale of 5 represented “strongly agree.” The data collected from respondents were analyzed using
SPSS Version 25. Four stages of analysis were conducted: descriptive analysis, reliability analysis, Pearson
correlation analysis, and multiple regression analysis.

4. FINDINGS

Responses were obtained from a total of 207 polytechnic students. The majority of respondents were female
(59.4%), Malay (78.7%), and aged between 20 and 22 years (70.5%). In terms of academic background, 66.7% were
from the Department of Commerce, and 99% had heard of the Lembaga Hasil Dalam Negeri (IRBM/LHDN). A
reliability analysis was conducted to test the consistency of the respondents’ answers using Cronbach’s Alpha
values. If the respondents’ answers to the questionnaire were consistent, then based on the Cronbach’s Alpha values,
the questionnaire could be considered reliable. This study found that the Cronbach’s Alpha values for each variable
exceeded 0.6, indicating an acceptable and high level of reliability [3]. Table 2 presents the Cronbach’s Alpha
values for all the variables involved in this study.

Table 2. Reliability Analysis

Variable Cronbach Alpha
Tax Knowledge 0.899
Attitude
Role of Tax Authorities 0.914
Tax Morale 0.919
Tax Awareness
0.883
0.896

4.1 Correlation Analysis

Table 3 below shows the mean values for each variable, which fall within the range of 4.05 to 4.28. This
indicates that the levels of tax knowledge, attitude, role of tax authorities, tax morale, and tax awareness among
polytechnic students are at a satisfactory level [9].

In addition, the complete Pearson correlation analysis is presented in Table 3. All the independent variables
and the dependent variable (tax awareness) show positive correlations, as illustrated in Table 3. This indicates that
the higher the levels of tax knowledge, attitude, role of tax authorities, and tax morale among polytechnic students,
the higher their level of tax awareness.

Table 3. Correlation Matrix Table

Variables Min Pearson Correlation

TC S PPC MC KC
Tax Knowledge (TC) 4.19 1 .668* .539* 581% .610%
Attitude (S) 4.20 .668* 1 AT9* 708* 729%*
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Role of Tax Authorities (PPC) 4.05 .539% 479* 1 .502* ST72%
Tax Morale (MC) 4.25 S81%* 708%* .502% 1 TT73%*
Tax Awareness (KC) 4.28 .610%* 729% S572% 773%* 1

* Correlation is significant at the 0.01 level (2-tailed).

4.2 Relationship between Tax Knowledge, Attitude, Role of Tax Authorities, and Tax Morale
with Tax Awareness

Multiple Regression analysis was employed to examine the relationship between the independent variables: (i)
tax knowledge, (ii) attitude, (iii) role of tax authorities, and (iv) tax morale with the dependent variable, tax
awareness. The analysis was conducted at a 95% confidence level. Results showed a significant regression equation:
F (4, 202) = 113.682, p < .000, R? = 0.692, adjusted R? = 0.686. Thus, it can be concluded that these four variables
collectively explain 69.2% of the variance in tax awareness among polytechnic students.

For individual variable contributions, tax morale was found to be the strongest predictor of tax awareness. This
factor accounted for 69.2% of the variance in tax awareness, as indicated by an R? value of 0.692. At the
significance level of p < 0.05, the probability (p-value) was also significant. The B value (0.444) further indicated
that tax morale has a positive influence on tax awareness.

The second most influential predictor was the role of tax authorities, which explained 60.2% (R? = 0.602) of
tax awareness. The p-value was significant at p < 0.05, while the B value (0.176) confirmed the positive impact of
the role of tax authorities on tax awareness.

Attitude was the third most significant contributor, explaining 55.8% of tax awareness with an R? value of
0.558. The p-value was significant at the p < 0.05 level, and the positive B value (0.286) showed that attitude also
has a positive effect on tax awareness.

The least influential variable was tax knowledge, which explained 37.2% (R? = 0.372) of tax awareness. The p-
value was significant at p < 0.05, and the B value (0.066) also indicated a positive influence of tax knowledge on tax
awareness.

The regression equation model derived from the analysis in Table 3 below can be used to predict tax
awareness, as follows:

Y =0.191+ 0.059X1 + 0.296X2 + 0.156X3 + 0.463X4

Where;
Y = Tax Awareness (KC)
X1 = Tax Knowledge (TC)
X2 = Attitude (S)
X3 = Role of Tax Authorities (PPC)
X4 = Tax Morale (MC)

Constant (Intercept) = 0.191
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Table 4. Multiple Regression Analysis of Tax Knowledge, Attitude, Role of Tax Authorities, and Tax Morale on
Tax Awareness

® Std. Error Std B P (sig.)
Constant (Intercept) 0.191 0.193
Tax Knowledge (TC) 0.059 0.051 0.066 0.002%*
Attitude (S) 0.296 0.064 0.286 0.000%*
Role of Tax Authorities (KC) 0.156 0.043 0.176 0.000%*
Tax Morale (MC) 0.463 0.060 0.444 0.000%*

R? =0.692, Adjusted R*= 0.686
Dependent Variable: Tax Awareness

< 0,05

5. DISCUSSION

This study has explained the influence of tax knowledge, attitude, the role of tax authorities, and tax morale on
tax awareness among respondents. The results from the multiple regression analysis showed that all four
independent variables are significant and important contributors in enhancing the level of tax awareness.

Tax knowledge was confirmed to have a positive relationship with tax awareness in this study, where the
majority of respondents agreed that knowledge and understanding of tax laws are positively associated with
awareness of the obligation to pay taxes. This finding is consistent with the study by Sellywati et al. (2021), which
found that respondents acknowledged their tax-paying obligations when earning a high income.

This study also supports the findings of Noor Farazila and Hashamuddin (2024), which indicated that the better
an individual’s attitude toward tax acceptance, the higher the level of awareness among students, who are the future
taxpayers, in fulfilling their obligations.

The third factor, the role of tax authorities (LHDN), was also confirmed as a contributor to tax awareness
among polytechnic students, in line with the findings of Hanis et al. (2023). Positive perceptions of the role of tax
institutions can encourage students to comply with tax laws in the future.

In addition, the results of this study are consistent with the findings of Faizah et al. (2024), which showed that
tax morale, as an intrinsic motivation, strongly influences the level of tax awareness among part-time students in

higher education institutions in Malaysia.

6. CONCLUSION

This study was conducted to evaluate the relationship between tax awareness and the independent variables of
tax knowledge, attitude, the role of tax authorities, and tax morale among polytechnic students. The findings
revealed that all four independent variables have a positive relationship with students’ level of awareness in
fulfilling their future responsibility to pay taxes. Therefore, all four research objectives set in this study have been
successfully addressed.

It is hoped that the findings of this study can assist relevant authorities and policymakers, such as Lembaga
Hasil Dalam Negeri (LHDN), in formulating tax education strategies at higher education institutions, particularly
polytechnics. A tax education strategy tailored to the level of students’ knowledge and attitudes toward taxation,
supported by the proactive role of tax authorities, can enhance their awareness of the importance of voluntarily
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paying taxes once they meet the required income threshold. At the same time, the cultivation of tax morale values
among students should be emphasized so that they better understand their responsibility to the nation.

Furthermore, this study also aimed to provide empirical evidence on the level of tax awareness among polytechnic
students who are potential taxpayers in the future. The findings are expected to benefit students by enhancing their
tax knowledge, shaping positive attitudes toward taxation, appreciating the role of tax authorities, and fostering tax
morale as a preventive measure against tax non-compliance in the future. If society, including the younger
generation, can understand the importance of paying taxes, the incidence of penalties due to non-compliance can be
minimized.

It is recommended that future studies on tax awareness be extended to students of higher education institutions
across Malaysia with a larger population size. This is important to obtain broader perceptions and insights into the
factors influencing tax awareness among polytechnic students, particularly in terms of tax knowledge, attitude, the
role of tax authorities, and tax morale. The results of this study are expected to provide valuable input to
stakeholders such as IRBM in designing more effective tax education programs to increase the level of tax
awareness among polytechnic students in Malaysia.
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