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Abstract 
Tax collection serves as an important source of revenue for the government of which, can be 
highly influence by the ability of tax auditors in performing their tasks. This study aims to 
examine the factors influencing tax audit effectiveness of the tax auditors in the Inland 
Revenue Department in Malaysia (IRBM). Specifically, this study examines whether audit case 
selection, supervision monitoring and auditors’ characteristics influence tax audit 
effectiveness in of the tax auditors in the Inland Revenue Department in Malaysia. Using 
questionnaire survey distributed to tax auditors, this study shows that all the factors chosen 
in this study namely, audit case selection, supervision monitoring and auditors’ characteristics 
significantly influence tax audit effectiveness among the tax auditors in IRBM. The findings in 
this study could help tax administrators to monitor IRBM’s tax auditors to increase their 
efficiency. The results are expected to assist IRBM in identifying factors contributing efficiency 
and competency among IRBM tax auditors. This may enhance further steps and actions to 
improve level competency among the IRBM’s tax auditors to help achieve its aspiration to be 
the leading tax administrators in the world. It will also help IRBM to consider the suggestion 
and recommendation in order to produce good and competence tax auditors in the future.  
Keywords: Audit Case Selection, Supervision Monitoring, Auditors’ Characteristics, Tax Audit, 
Inland Revenue 

 
Introduction 

Tax compliance has always been an ultimate goal for tax administrators all over the 
world. Sapiei and Kasippilai (2013) defined tax compliance as the accurate reporting of 
income and claiming expenses in accordance with the stipulated tax laws. Tax compliance also 
can be defined as the degree to which a taxpayer complies or fails to comply with the tax rules 
of their countries. In other words, taxpayers who have been complying perceive this as a legal 
and social obligation whilst non-taxpayers beg seem to disagree as their will do their best to 
avoid tax. The amount of tax collected is used to finance the expenditure in developing 
infrastructure and facilities of the country, which benefits the resident of the country. 
Therefore, it is important for the taxpayers to voluntary report their income, comply with tax 
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laws and regulations, and ultimately, pay the tax. On the other hand, tax non-compliance 
might be caused by the high amount of tax payable, misappropriation of business income and 
the perception of huge spending on unprofitable projects by the government (Ghani & Said, 
2010). In addition, tax evaders think that despite the penalty being imposed for non-
compliance, there is a low probability for them to be caught for non-conformance of tax laws 
and some taxpayers are also in the opinion that they are not getting a fair share of benefits 
from the tax payment they paid. 

The introduction of the self-assessment system (SAS) in 2001 to replace the official 
assessment system (OAS), is a major reform of Malaysian tax system since the inception of 
the Income Tax Act (ITA) in 1967. The SAS imposes greater accountability upon the taxpayers 
in terms of computational, record keeping and requirements. The main reason for introducing 
SAS is to improve the compliance level amongst taxpayers, reduce the compliance cost, 
expedite the issuance of a notice of assessment and facilitating the collection of taxes (Singh 
& Bhuplan, 2001). Under this system, the taxpayers are required to register, calculate, and 
pay the amount of tax liability by themselves. In order to ensure tax compliance, there should 
be an improvement to tax audit and tax investigation. Tax audit is performed by tax auditors 
to ensure a higher tax compliance rate is achieved under the SAS. The tax audit officers are 
required to ensure that the correct amount of income is reported and the right amount of tax 
is paid accordance with the tax laws and regulations. As tax auditors, they need to be 
professional, well mannered, trustworthy, honest and demonstrate integrity while 
performing their job. They also need to be knowledgeable to give explanations on the 
objectives of the tax audit and make fair assessment based on the rights and responsibilities 
of taxpayers. This is to ensure that the rights and interest of the taxpayers are protected. 
Moreover, as good tax auditors, they must show competencies in term of skills and 
knowledge to ensure they can meet their organization’s objectives. However, what determine 
their tax audit effectiveness?  

This study aims to examine the factors influencing tax audit effectiveness of the tax 
auditors in the Inland Revenue Department in Malaysia (IRBM). Specifically, this study 
examines whether audit case selection, supervision monitoring and auditors’ characteristics 
influence tax audit effectiveness in of the tax auditors in the Inland Revenue Department in 
Malaysia. The findings in this study could assist IRBM in identifying factors contributing 
efficiency and competency among IRBM tax auditors. This may enhance further steps and 
actions to improve level competency among the IRBM’s tax auditors to help achieve its 
aspiration to be the leading tax administrators in the world. The next section provides the 
literature review related to this study. This is followed by Section 3 that explains the research 
design and Section 4 that presents the results. The last section concludes this study. 
 
Literature Review 
Tax Audit Effectiveness 

IRBM (2007) defined tax audit as an examination of a taxpayer’s business records and 
financial affairs to ascertain the amount of tax due should be reported and paid are in 
accordance with tax laws and regulations. A tax audit is also defined as an examination of 
whether a taxpayer has correctly assessed and reported their tax liability and fulfilled other 
obligation (OECD, 2006). On the other hands, Koromilas (2013) defined tax audit is examines 
the accuracy of the submitted tax documents, so that the auditors   can confirm the amount 
of tax due. Moreover, Pantelidis (2009) and Grampert (2009) described tax audit as the 
procedure of examining the degree to which taxpayers have properly prepared financial 
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statements according to the existing tax legislation. Pantelidis (2009); Torres (2004) also 
described tax audit as an assessment of whether a taxpayer has correctly reported tax 
liabilities. Thus, the main purpose of tax audit is to encourage voluntary compliance to the tax 
laws and regulations and to ensure that a higher tax compliance rate is achieved under the 
SAS. In order to make sure this objective is achieved, IRBM officers are required to ensure 
that by the tax payers report the correct amount of income and the right amount of tax is 
paid in accordance the tax laws and regulations. 

Several studies in the accounting literature have examined on tax audit effectiveness. 
For example, Chalu and Mzee (2018) studied the effectiveness of tax audit in Tanzania. They 
examined the factors influencing the effectiveness of tax audit in Tanzania. Their study 
collected data from 225 auditors in 23 tax regions in Tanzania and the data were collected 
using mailed questionnaire. The study found five main critical factors for audit effectiveness 
which are recommendations by management, adequacy of tax audit unit, taxpayer’s attitude, 
application and regulations and standards for tax audit and leadership and tax policies for tax 
audit. It was concluded that some factors have a strong relationship with tax audit 
effectiveness, for example the availability and application of regulations and standards for tax 
audit and the adequacy of the tax audit unit. These are followed by the implementation of 
tax auditors’ recommendations by management and taxpayers’ attitudes towards tax audit. 
George, Theofanis and Konstantinos (2015) studied the relationship tax audit effectiveness, 
tax legislation and use of specialized information system tools in Greece. They found that 
effective information systems help tax auditors to track infringement and explains the 
complexity and constant changes in tax legislation, make it difficult for tax auditors   to be 
effective in their work. As a result, the level of education, work experience and training of tax 
auditors are needed to enhance their ability to track tax infringements. 

Another study on tax audit effectiveness was conducted by Ayalew (2014) who 
examined the factors affecting tax audit effectiveness in audit quality, organization setting, 
top management support, auditors attributes and organization independence of Bahir Dar 
City Revenue office in Ethiopia. Moreover, Ayalew (2014) study used two sets of questions; 
set question number one consists of 64 questions answered by tax auditors and set question 
number two consist 10 questions answer by taxpayers. On the other hand, Ayalew (2014) 
distributed 333 sets of questions and only 265 question survey was returned back; out of the 
265 respondents, 8 were tax auditors and 247 were taxpayers. Thus, Ayalew (2014) concluded 
that audit quality, organisational setting, organisational independence, taxpayer attributes, 
as well as top management support as a linear combination, significantly influences tax audit 
effectiveness in the organisations studied.  
 
Audit Case Selection influencing Tax Audit Effectiveness 
 Most of the tax authority in developing countries perform their tax audit by either 
random case selection or criteria/information selection system rather than use case sensitive 
data mining model. These two audit selection systems were preferred at her than using case 
sensitive data mining model (Andreoni et al, 1998). Each of these two audit selection systems 
has its own drawback. The major drawback of random selection is its equal treatment to 
honest and dishonest taxpayers, as probability of selection is same for both, while the 
criteria/information selection system has a drawback that it pre-supposes certain symptoms 
of non-compliance, which may actually be symptoms of other external factors such as change 
in economic situation or/and government regulations in that particular trade. In addition, the 
automated selection process helps tax authority and tax audit operations to be flexible to the 
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nature of the cases , is also useful for reducing the discretion of tax authorities, it reduces face 
to face contact tax auditors with taxpayers, facilitate information exchange between 
regulatory authorities, facilities information and taxpayers document security by reducing the 
current accumulated filing and help to reach reasonable decision to ensure audit 
effectiveness (Said et al., 2013). 
 The cases for audit are selected through computer system based on risk analysis criteria. 
However, the selection of audit cases is not confined to the selection by the computerized 
system only, as cases can also be selected based on information received from various source. 
Audit cases are selected in the following manner. Selection is based on risk analysis; 
Information received from third party; selection based on specific industries; selection based 
on specific issues for a certain group of taxpayers, and based on location. 

Based on OECD (2006), most tax administrations have developed audit strategies 
focusing on taxpayer’s non-compliance risks. Based on this technique, the criteria abased on 
score given to each taxpayer, based on (a) certain attributes size, industry, compliance history 
and (b) Knowledge acquired during previous audit campaigns (whatever the selection 
strategy) to select non-compliance taxpayer. Ayalew (2014) explained that these techniques 
enable the tax administration to build several profiles of taxpayers and hence to identify those 
most likely not to comply with tax rules. However, this can be true only when the tax audit 
case selection process supported by tax auditing soft-ware and data mining technology. The 
risk assessment has to be made automatic via a new software and data mining technology. In 
view of this, the tax audit operation has to consider the following preconditions to select a 
case with a high magnitude to revenue loss: 

According to Ayalew (2014), the ability to capture and maintain data that can be usefully 
manipulated and cross-examine is the foundation of a good case selection system. This, 
however, does not mean that time consuming reporting requirements need to be imposed 
on taxpayers and other institutions. As with any investment, the costs and benefits need to 
be considered (Hussain et al, 2019). The challenge is to collect data that can be related to risk 
indicators and be built into databases that can be used to support analysis and development 
of inferences about non-compliance. Data is usually readily available from taxpayers at 
various stages of tax administration, including registration, filling, audit and collection 
enforcement. The data can be used to build individual case histories or profiles, stratify the 
population into meaningful groups and develop business sector profiles. This enables tax 
administrators to “score” taxpayer characteristics as well as relate the compliance history of 
one taxpayer to others in comparative circumstances. Ayalew (2014) also suggested that data 
alone does not make a good case selection system. It must support with analysis with some 
risk criteria to select audit cases. Moreover, analysis can be in form of applying objective risk 
factors across the data sets, assessment of filling and paying compliance, level of deviation in 
reported figures across periods and/or different revenue declarations from group averages, 
relationship between sales and cost of sales, gross profit, expenses, payroll, net profit, tax 
payable, and refunds claimed and other risk indicators. 

 Mihret (2011) examined tax audit practices in Ethiopia and investigated the key 
problems in tax audit operation regarding the appropriateness of audit types used, audit rate, 
aptness of audit case selection methods and audit examination techniques used, and the 
experience and capability of audit staff resources. This study used questionnaires which 
distributed to 65 tax auditors and investigators but only 55 survey questionnaires were 
usable. There respondents were under the age category of less than 30 years and come from 
accounting, finance, management and economics backgrounds. In this study, 87.1 percent of 
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the respondents replied that taxpayer have been selected based on their compliance risk 
(compliance risk indicators) for audit purpose. This study found that, audit case selection is 
based on information kept by taxpayers and other parties and auditors and investigators have 
good to access it. The study also found that taxpayer cooperation in term to giving essential 
information necessary for audit leads to tax audit effectiveness based on audit case selection. 
On the other hand, Ayalew (2014) studied the relationship between tax audit effectiveness 
and organizational tools and found that individual auditors are not able to select the taxpayers 
audit cases. Thus, a team committee will review some criteria like taxpayer’s declaration, 
considering information about the taxpayer’s compliance history, which is the criteria is risk 
criteria to be select as audit selection case using selection system. This study concluded that 
the taxpayers audit case selection is performed with a committee rather than an individual 
auditor for the purpose of fair and transparent audit case selection. 
 
Supervision Monitoring influencing Tax Audit Effectiveness 
 Besides audit case selection, another factor determining tax audit effectiveness is 
supervision monitoring. The support and commitment of management helps tax auditors to 
work effectively. Furthermore, the success of tax auditors will depend on the strength of 
management’s support in auditing process.  There are limited studies on the relationship 
between supervision monitoring and tax audit effectiveness. A few studies have focused on 
the relationship between management supports with internal audit effectiveness. The finding 
supports the relationship between tax audit effectiveness and supervision monitoring. 
Alzeban and Sawan (2015) found that the support of top management, internal auditors   can 
obtain sufficient resources to execute their duties and responsibilities, and the Internal Audit 
Department can hire qualified staff and provide continuous training and development. 
Moreover, how senior management support shows their support is a significant key to the 
role and value of tax auditors throughout an organization. Furthermore, management 
support helps empower tax auditors to execute their duties and fulfil their responsibilities.  

Alzeban and Gwilliam (2017) studied the factor influencing internal audit effectiveness 
which is one of factor they study the relationship between management support and internal 
audit effectiveness. The study obtained data from 203 managers and 239 internal audits or 
from 79 Saudi Arabian public sector organizations. Alzeban and Gwilliam (2017) defined 
management support as linked to hiring trained and experiences staff, providing sufficient 
resources, enhancing the relationship with external auditors, and having an independent 
internal audit department. Meanwhile, Carcello et al (2005) explained that senior 
management have accorded increased importance to the audit function and changed their 
expectations of internal auditing. Hence, having supportive from top management, allow 
internal auditors to obtain sufficient resources to execute their duties and responsibilities, 
and the internal audit department also can hire qualified staff and provide continuous training 
and development (Alzeban & Sayzwan, 2013). The study found that without management 
support, internal auditors lack independence, has limited scope of work and resources and 
have a poor relationship with the management. Hence, top management support is important 
in its own right and it is also linked to resourcing, competence and qualifications, 
independence, in audit effectiveness (Alzeban & Gwilliam, 2017). 
 Shamki and Alhajri (2017) examined the extent to which internal audit effectiveness 
could be influenced by selected factors, like internal audit scope, internal auditors ’s 
experience and senior management’s response in the Omani public sector. Shamki and Alhajri 
(2017) study asked 48 questions to 45 managers and 163 employees in Oman. According 
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Shamki and Alhajri (2017) there is an insignificant relationship between internal audit 
effectiveness and senior management’s response. Thus, managers are well interest in 
organization’s activities and performance depending on the internal audit findings and 
observations. On the other hand, according to Ayalew (2014), management support is 
important for tax audit effectiveness because it goes with resources and the commitment by 
management to implement tax audit recommendations to attain tax audit effectiveness.   
 
Tax Auditors’ Characteristics influencing Tax Audit Effectiveness  
 According OECD (2006), revenue bodies must manage and develop their audit 
workforce to deliver their planned outcomes through increasingly designing and 
implementing capability or competency models. Due to this reason, tax auditors’ 
characteristic is one of main important reason for tax audit effectiveness among tax auditors 
in IRBM. In this research, tax auditors’ characteristics mainly focused on their capability or 
competency Based on Mihret (2011), capability or competency models refers to a formal 
specification of the skills, knowledge and attributes of staff that are required to perform a 
specific job in an efficient and effective manner. Besides that, this model generally comprises 
of the job descriptions, functional descriptions, and competency profiles using task-related 
competencies. Moreover, normally is supported by training, exams and educational 
requirements to ensure and build capability (Voronkova et al., 2019), This model is used as a 
basis for managing performance, training, staff development, and recruitment across all audit 
functions (Mihret, 2011).  
 According to Ayalew (2014), tax auditors must be competent in terms of technical 
knowledge, audit skills, and good knowledge while according Mihret (2011), a good tax 
auditor requires higher level of skills than those needs for most other tax administration tasks, 
and such skills. Moreover, taxpayers may not deter from minimizing their tax liabilities if they 
believed that there is a possibility risk chance to be audited (Ebrill et al., 2001). Doda and 
Chinniah (2014) studied on factors affecting audit effectiveness in Hawassa City in Ethiopia, 
by using work experience as a variable. The study found that 90 percent of the respondent 
are tax auditors who agrees that tax audit quality was affected by education and work 
experience. Besides that, 80 percent of respondents have an experience of less than two years 
and it was revealed that education qualification and work experience affect the quality of tax 
audit. On the other hand, based on Mihret (2011) research tax audit practice in Ethiopia and 
one of variable is experience and capability of audit staff. The researcher distributed 
questionnaire to 65 tax auditors and investigators but only 55 survey respondents answer the 
question survey. The study found that 80 percent of respondents have no audit experience 
before they have employed in Ethiopia Revenue and Custom Authority (ERCA). Moreover, 80 
percent of survey respondents have an experience of less than four years in their current 
position. The study concluded that auditors might be effective as the lack of experience and 
capable tax audit will increase complexity in tax audit. Thus, the lack capable and experienced 
audit staff would it create complexity in conducting audit cases. 
 
Research Design 
Sample Selection 

The population of this study is the tax auditors working in IRBM. The process to 
determine the sample size of this study is known as simple random sampling since every 
person in the population has known and equal chance of being selected as a subject and also 
provide has the least bias and offers the most general liability (Sekaran & Bougie, 2013). In 
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determining the populations and sample size, the following steps suggested by Sekaran & 
Bougie (2013). They proposed a rule of thumb for deciding the sample size such as samples 
sizes larger than 30 and less than 500 are appropriate or/and should be several times 
(preferably ten times or more) as large as the number of variables in the study that give more 
or less the same number of samples. Thus, this study decided to have a sample size of 300. 
 
Research Instrument 

This study used questionnaire which is a widely used and useful instrument for 
collecting survey information. The questions in the questionnaires were adopted from 
previous studies. This study’s questionnaire was distributed to determine the factor affecting 
the effectiveness of tax auditors working in IRBM’s Petaling Jaya, Jalan Duta, and Large Tax 
Payer Branch. The first part is Part 1 which probes personal background, including education 
background, experience and number of training day. Part 2 focuses on tax effectiveness, Part 
focuses on audit case selection and lastly, Part 3 probes on supervision monitoring. 

In Part 1, thirteen (13) questions were asked which is including branch, grade, tax audit 
department, audit experience, background education, level of education, age, working 
experience in IRBM and others. This question was adopted from Mihret (2011). Next, in Part 
2, the respondents were asked about tax effectiveness of tax auditors in Petaling Jaya. In this 
part, there were six (6) questions which were adopted from Doda and Chinniah (2014). Part 
3 focuses on supervision monitoring and consists of six (6) questions adopted from (Gale & 
Samwick, 2014). 
 
Data Collection 

Data were collected from copies of questionnaires sent to the respondents. The 
questionnaire was distributed by personally to the IRBM tax auditors through the human 
resource department. According to Sekaran and Bougie (2013), the main advantage of self-
administered questionnaire is that it allows the researcher or research team to collect 
completed responses within a short period of time. Besides that, any doubts from the 
respondents could be clarified immediately. The total number of questionnaires distributed 
was 300 sets. The respondents were given three days to complete the questionnaire. Out of 
the 300 questionnaires distributed, this study managed to collect 264 responses, resulting in 
a response rate of 88 percent.  
 
Results 
Tax Audit Effectiveness 
 Table 1 presents the descriptive statistics for tax audit effectiveness. The result shows 
that 67 percent of respondents agree that audit is performed based on audit manual with a 
mean score of 3.66. This is because normally, the tax auditors will use data analysis and use 
guideline from tax audit framework for their checking during audit. Besides that, the IRBM 
has imposed audit procedure for their tax auditors in term for auditing and investigation. A 
comprehensive audit manual is helpful for tax auditors to make sure that the tax auditors are 
consistent when dealing with taxpayers, and efficient. Meanwhile, 80.6 percent of the 
respondents agree that taxpayers can easily understand and aware of the rules forms gives 
significant to tax audit effectiveness with a mean score of 4.07. Therefore, taxpayer should 
aware and seek sources tax knowledge from IRBM websites, seminar and conferences. 
Taxpayer also should have tax knowledge by keeping proper record of documentation and tax 
law and regulations. 
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 Table 1 also shows that 95.5 percent of the respondents strongly agree that continuous 
and sufficient training for tax auditors is important for ensure tax audit effectiveness with a 
mean score of 4.43. In this regard, from the survey, 61.4 percent of respondents are attending 
training courses less than 16 days a year and 80.7 percent of respondents attend less than 5 
times training a year. This shows that tax auditors should be fast learners in short time of 
period. Short courses lead to lack of understanding and dissatisfaction among tax auditors 
which will lead to inefficiency. Moreover, in order for a tax audit to be effective, 87.5 percent 
of respondents agree that IRBM should apply standard risk identification criteria to identify 
high risked business for audit with a mean score of 4.17. This is because tax auditors have to 
identify red flag issues based on manual data analysis. Besides that, the complexity of 
business transaction leads to tax auditors to understands the transactions and takes longer 
time to audit. Therefore, identifying standard risk will help to tax auditors to focus the issue 
for checking and lead to time efficiency.  
 This study also shows that 93.1 percent of respondent also agree that continuous 
assessment improves the capability or competency of staff resources, auditors   and 
investigators with a mean score of 4.31. Thus, tax auditors in IRBM will be evaluated quarterly 
to see their performance in term to meet the objectivity of IRBM. Besides that, to encourage 
competency among tax auditors in IRBM, award and promotion will be given to tax auditors 
with the best performance. Ninety two percent of respondents agree that the audit works 
should be started and completed within a predetermined timeframe with a mean score of 
4.33. As a result, tax auditors need to solve the case within three months, as mentioned in 
the tax audit framework (IRBM, 2018). 
  
Table 1: Descriptive Analyses for Tax Audit Effectiveness 

Description 
Strongly 
Disagree Disagree Niether Agree 

Strongly 
Agree Mean 

Audit is performed based on 
audit manual 5.7% 15.9 11.4 40.9 26.1 3.66 

Taxpayers can easily 
understand and aware of the 
rules.  0 0 19.3 54.5 26.1 4.07 

Continuous and sufficient 
trainings for tax auditors.   1.1 0 3.4 45.5 50 4.43 

Apply standard risk 
identification criteria for 
identify highly risky business 
for audit. 2.3 0 10.2 55.7 31.8 4.17 

A continuous assessment to 
improve the capability or 
competency of staff 
resources, auditors and 
investigators. 1.1 0 5.7 54.5 38.6 4.31 

The audit work to be started 
and completed within a 
predetermined timeframe. 0 0 8 51.1 40.9 4.33 
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Audit Case Selection 
Table 2 presents the descriptive statistics for audit case selection. The table shows that 

76.5 percent of respondents agree tax auditors have good access to information held by the 
taxpayers and others with a mean score of 4.03. Hence, it is important for tax auditors to have 
wide access information for example information from bank account, assets like luxury car 
and house. Tax auditors still have limited sources of information to access taxpayer.  

   
Table 2: Descriptive Analyses for Audit Case Selection 

Description 
Strongly 
Disagree Disagree Neither Agree 

Strongly 
Agree Mean 

Tax auditors have a good 
access to information held by 
the taxpayers and others 0 0 23.9 48.9 27.3 4.03 

Taxpayers cooperate to give 
essential information 
necessary for performing an 
audit 0 0 19.3 62.5 18.2 3.99 

Taxpayers comply with the 
tax system in Malaysia 0 3.4 42 47.7 6.8 3.58 

Taxpayers are selected based 
in their associated compliance 
risk 2.3 0 21.6 69.3 6.8 3.78 

Tax audit is sole treatment for 
compliance risk available to 
IRBM 3.4 0 30.7 59.1 6.8 3.69 

Cooperation from taxpayer 
gives significant for cases 
settlement in three months 0 0 11.4 62.5 26.1 4.15 

Best communication with 
taxpayer gives significant for 
case settlement 0 0 11.4 62.5 26.1 4.25 

Business sector gives 
significant for fast case 
settlement 0 0 5.7 63.6 30.7 4.03 

 
 Other than that, 80.7 percent of respondents, with a mean score of 3.99 agreed if 
taxpayers cooperate to give essential information necessary for performing an audit. Of 
consequence, tax auditors will get information and more understand the nature of business 
operation and transaction. Other than that, 54.5 percent of respondents, with a mean score 
of 3.58 agreed that if taxpayers comply with the tax system in Malaysia. Besides that, 76.1 
percent of respondent with a mean score of 3.78 agreed that taxpayers are selected based in 
their associated compliance risk. Meanwhile, 65.9 of respondents, with a mean score of 3.69 
agreed that tax audit is a sole treatment for compliance risk available to IRBM. Next, 88.6 
percent of respondents, with mean score of 4.15 agreed that cooperation from taxpayer gives 
significant for cases settlement in three months. Table 2 also shows that 88.6 percent of 
respondents with a mean score of 4.25 agreed that the communication with taxpayer is 
significant for case settlement. Lastly, 94.3 percent of respondents, with a mean score of 4.03 
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agreed that business sector gives significant for fast case settlement. In other words, 
complexity of business transactions affects in time efficiency for tax auditors in solving a case. 
 
Supervision Monitoring 

Table 3 presents the descriptive statistics for supervision monitoring. Based on the 
survey, 95.5 percent of respondents with a mean score of 4.33 agreed that the senior 
management supports tax auditors to perform its duties and responsibilities. For that reason, 
participation of senior management is important in term of efficiency of tax audit. This is 
because most promotions to senior management are based on their performance and 
because of their performance and experience will especially help junior tax auditors to find 
the audit issue. For case settlement, 91 percent of respondents, with a mean score of 4.24 
agreed that senior management are involved in the audit planning. This is because based on 
tax audit procedure, tax auditors must get approval from supervisors for audit planning 
before proceeding to conduct an audit visit. 
 
Table 3: Descriptive Analyses for Supervision Monitoring 

Description 
Strongly 
Disagree Disagree Neutral Agree 

Strongly 
Agree Mean 

Senior management supports 
tax auditors to perform its 
duties and responsibilities 0 0 4.5 58 37.5 4.33 

Senior management are 
involved in the audit planning 0 0 9.1 58 33 4.24 

Tax auditors provide senior 
management with sufficient, 
reliable and relevant reports 
about the work they perform 
and recommendations made 0 0 8 52.3 39.8 4.32 

Senior Management suggest 
issues audit to the tax 
auditors before raised audit 
findings 1.1 6.8 23.9 39.8 28.4 3.88 

My superior always helps in 
term for case settlement 0 2.3 10.2 59.1 28.4 4.14 

My superior needs me to 
report my performance 
monthly 1.1 4.5 12.5 53.4 28.4 4.03 

My superior monitor my aging 
case and help me to settle 
aging case 0 1.1 12.5 65.9 20.5 4.06 

 
Table 3 also shows that 92.1 percent of respondents, with a mean score of 4.32 agreed 

that tax auditors provide senior management with sufficient, reliable, and relevant reports 
about the work they perform and recommendations made. In fact, tax auditors should 
provide and prepare financial statement analysis, detailed background of company, and other 
information on their tax audit planning before getting approval from their supervisors. Sixty 
two percent of respondents, with a mean score of 3.88 agreed that senior management 
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suggests auditing issue to the tax auditors before increasing audit findings. In addition, again 
participant from superior is important for tax audit to be more efficient. Besides that, 87.5 
percent of respondents, with a mean score of 4.14 agreed that their superiors always help 
them in case settlement.  

This study also shows that 81.4 percent of respondents, with a mean score of 4.03 
agreed that my superior needs me to report my performance monthly. Last but not least, 86.4 
percent of the respondents, with a mean score of 4.06 agreed that their superior monitor 
their aging case and help them to settle aging case.  
 
Tax Auditors’ Characteristics 

Besides the importance educational background, having an appropriate experience is 
also significant in order to be a good tax auditor. As shown in Table 4, 44.3 percent of 
respondents have no experience working as auditors before joining IRBM, while 55.7 percent 
of the respondents have hardworking experience.  

Experience background is important for the tax auditors because their job scope needs 
them to have skills in tax rules, regulation, communication skills, analysis skills and others. 
According to Badara and Saidin (2013), auditing experience is strongly associated to the 
different levels of knowledge and skills that the auditors has acquired as a result of long job 
practice in auditing professions in a way that can enhance effectiveness. Hence, to be a good 
tax auditor, experience is significant for effective in tax audit. 
 Table 4 also shows that 61.4 percent of the respondents have attended less than 16 
days for the training courses in a year, while 38.6 percent of the respondents have attended 
more than 16 days of training. From the survey, we can also see that 80.7 percent of the 
respondents have attended training less than 5 times a year, while 19.2 percent of the 
respondents have attended more than six training courses a year. Moreover, besides 
educational background and experience, training is also important to make sure tax auditors 
is competent and up to date with changes in the environment and technologies. From the 
survey, we can conclude that tax auditors in IRBM attend training courses in short period. 
Therefore, as tax auditors in IRBM, they should build capacity through training for a short 
period of time and as fast learners to be competent tax auditors.  

From the survey, 28.4 percent of the respondents have between more than 4 years 
experience as auditors, while 37.5 percent of respondent has less than 4 years of auditing 
experience. Based on international standard, a good tax auditors should have at least two and 
above years of experience, therefore, from the survey, most of the tax auditors have 
experience of at least two years and above. Thus, it can be seen that most of the tax auditors 
fulfil the international standards in terms of experience background.  
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Table 4: Descriptive Statistics for Tax Auditors’ Characteristics 

Audit Experience before joining IRBM 
Frequen

cy 
Valid 

Percent 
Cumulativ
e Percent 

Yes 147 55.7 55.7 

No 117 44.3 100 

How long have u been working as an auditor?  
Frequen

cy 
Valid 

Percent 
Cumulativ
e Percent 

No 117 44.3 44.3 

Less than 2 years 21 8 52.3 

2-4 years 54 19.3 71.6 

4-6 years 30 11.4 83 

6-10 years 27 10.2 93.2 

Above 10 years 18 6.8 100 

How long have you been working with IRBM? 
Frequen

cy 
Valid 

Percent 
Cumulativ
e Percent 

Less than 2 years 12 4.5 4.5 

2-4 years 36 13.6 18.2 

4-6 years 57 21.6 39.8 

6-10 years 69 26.1 65.9 

Above 10 years 90 34.1 100 

Total number of days taken for courses in a year  
Frequen

cy 
Valid 

Percent 
Cumulativ
e Percent 

Less than 16 days 162 61.4 61.4 

16-30 days 69 26.1 87.5 

31-60 days 24 9.1 96.6 

more 60 days 9 3.4 100 

How many times have you attended training courses in 
a year?  

Frequen
cy 

Valid 
Percent 

Cumulativ
e Percent 

Less than 5 213 80.7 80.7 

6-10 45 17 97.7 

10-15 3 1.1 98.9 

more than 15 3 1.1 100 

 
Preliminary Tests 
 Table 5 presents the reliability testing. The result shows that the reliability value is 
0.782, indicating that the items used in this study are reliable. 
 
Table 5: Reliability Statistics 

Cronbach's Alpha Cronbach's Alpha Based on 
Standardized Items 

N of Items 

0.782 0.836 30 
 

 Based on Table 6, the data normality according to the value Kolmogorov-Smirnov, 
Skewness and Kurtosis. The test of skewness is to check the normality and the outliers of the 
data. Based on Table 6, it can be concluded that the data are normally distributed for Tax 
Audit Effectiveness, Audit Case Selection, Supervision Monitoring and Tax Auditor’s 
Characteristics.  
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Table 6: Normality Test on Variables  

Variables 
Kolmogorov-

Smirnov 
Skewness (p-

value) Kurtosis 

Tax Audit Effectiveness 0.124 0.117 -0.197 

Audit Case Selection 0.131 0.297 0.245 

Supervision Monitoring 0.184 0.264 -0.951 

Tax Auditors' Characteristics 0.156 0.362 -0.213 

  
 Collinearity diagnostics were conducted before multiple regression procedure can be 
done. This is used to prove there is no issue on correlation matrix for independent variable as 
presented in Table 7, labelled as Collinearity Statistics. There are two values given, Tolerance 
and Variance Inflation Factor (VIF). According to Pallant (2011), the degree of Tolerance must 
not less than 0.19 and the degree of VIF must not be more than 10. From the result in Table 
7, the Tolerance values of IV1  IV2 and IV3were 0.772, 0.777, and 0.957 , respectively, which 
are greater than 0.19, while the VIF values of IV1 , IV2 and IV3 ,were 1.295, 1.287 and 1.045, 
respectively, which are less than 10. Since both variables meet the tolerance and VIF 
requirements, multicollinearity issue does not affect the model.  
 

Table 7: Multicollinearity Test Result 

Model 

Collinearity Statistics 

Tolerance VIF 

1 Total Audit Case Selection .772 1.295 

Total Supervision Monitoring .777 1.287 

  Total Tax Audit Characteristics .957 1.045 

a. Dependent Variable: Total Tax Audit Effectiveness 

 
Pearson’s Correlation 
 Table 8 shows that results of the Pearson’s Correlation analysis for all variables used 
in this study (Hinkle et. Al, 2003). The results show that all variables are associated with each 
other with the strongest relationship was noted between Total Audit Case Selection and Total 
Supervision Monitoring, with the value of 0.465 units.  
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Table 8: Correlation Analyses 

  

Total Tax 
Audit 

Effectiveness 

Total Tax 
Audit 

Characteristics 

Total 
Audit 
Case 

Selection 

Total 
Supervision 
Monitoring 

Total Tax 
Audit 
Effectiveness 
(DV) 

Pearson 
Correlation 

1 .022 .423** .381** 

Sig. (2-
tailed) 

  .841 .000 .000 

Total Audit 
Case Selection 
(IV1) 

Pearson 
Correlation 

.423** -.186 1 .465** 

Sig. (2-
tailed) 

.000 .083   .000 

Total 
Supervision 
Monitoring 
(IV2) 

Pearson 
Correlation 

.381** -.167 .465** 1 

Sig. (2-
tailed) 

.000 .120 .000   

Total Tax 
Audit 
Characteristics 
(IV3) 

Pearson 
Correlation 

.022 1 -.186 -.167 

Sig. (2-
tailed) 

.841   .083 .120 

**. Correlation is significant at the 0.01 level (2-tailed). 
 
Multiple Regression Analysis 
 Table 9 presents the results of multiple regression analysis that shows the multiple R 
(correlation) value of 0.487 (48.7%). This indicates that low positive relationship between 
dependent and independent variables and R Square value for the model showed that 23.7% 
of the dependent variable in the model can be predicted by the independent variables. As the 
R square value is 0.27, which is less than 0.5, we conclude there is a weak linear relationship 
for all other model. However, from the ANOVA report in Table 10 shows that the model is 
significant as p –value is less than 0.05. 
 

Table 9: Model Summaryb   

Model R R Square 
Adjusted 
R Square 

Std. Error of 
the Estimate   

1 .487a .237 .210 1.960   
a. Predictors: (Constant), Total Supervision Monitoring, Total Tax Audit 

Characteristics, Total Audit Case Selection    
b. Dependent Variable: Total Tax Audit Effectiveness   
 

Model Sum of Squares 
Mean 

Square F Sig. 

1 Regression 100.237 33.412 8.698 .000b 

Residual 322.661 3.841     

Total 422.898       
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          Based on Table 11, the result shows that audit case selection has the most significant 
impact on tax audit effectiveness compared to tax audit characteristics and supervision 
monitoring. Based on the result shown in Table 11, all predictors are positively related to 
dependent variable. Thus, the model for predicting perceived tax audit effectiveness is: 
 

Yi=11.665 (Constant)+ 0.233 x1i + 0.130 X2i+ 0.163 X3i 

 

 X1i = Audit Case Selection 
 X2i= Supervision Monitoring 
 X3i = Tax Auditor’s Characteristics 

 
 The result indicates that the-value (beta coefficient) indicates the positive relationship 
between audit case selection, supervision monitoring and tax auditors’ characteristics. In the 
case of audit case selection, supervision monitoring and tax auditors’ characteristics is good 
and tax audit effectiveness has also been improved.  
       
Table 11: Coefficientsa 

Model 

Unstandardized 
Coefficients 

Standardized 
Coefficients 

t Sig. B 
Std. 

Error Beta 

1 (Constant) 11.665 2.746   4.248 .000 

Total Audit Case 
Selection 

.233 .076 .331 3.052 .003 

Total Tax Audit 
Characteristics 

.130 .102 .124 1.278 .205 

Total Supervision 
Monitoring 

.163 .071 .248 2.290 .025 

a. Dependent Variable: Total Tax Audit Effectiveness 

        
Conclusion 

This study examines the factors influencing tax audit effectiveness of the tax auditors in 
IRBM. Three factors are chosen which subsequently formed the three research hypotheses. 
First, this study shows that the audit case selection has a positive effect on tax audit 
effectiveness. Therefore, hypothesis 1 is accepted. The previous study also presented a 
positive relationship between audit case selection and the dependent variable (Ayalew, 
2014). The second independent variable is supervision monitoring which also has a positive 
effect on tax audit effectiveness. As a result, hypothesis 2 is accepted. Besides that, the 
previous study also showed the positive relation between supervision monitoring with tax 
audit effectiveness (Shamki & Alhajri, 2017). The third independent variable is tax auditors’ 
characteristics which shows positive effect on tax audit effectiveness. Therefore, hypothesis 
3 is accepted. Moreover, previous study also showed the positive relation between tax 
auditors’ characteristics with the dependent variables (Doda & Chinniah, 2014).  
 There are several limitations in this study, first there were only 264 completed 
questionnaires analysed, hence, the sample size is small. The limitation was also due to time 
constraints which are the instrument are distributed within a week into three branches and 
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the respondents have to give feedback within a week to respond. Consequently, how 
respondents answer the questionnaire might be affected by the time constraint faced by the 
respondents. Moreover, the instrument only focused on tax auditors and future studies 
should also consider taxpayer perception on tax audit effectiveness. Therefore, future study 
should also include taxpayers’ perception of tax audit effectiveness. Besides that, other 
independent variables can be considered on future studies, for example, business sector, time 
length to settle the case, the amount collected based on audit findings and taxpayers’ 
satisfaction from case settlement. This is because, in order to be efficient and effective, IRBM 
should consider fairness and transparency to the public and also a taxpayer. 

This study is significant to IRBM as it could help tax administrators to monitor IRBM’s 
tax auditors to increase their efficiency. The results are expected to assist IRBM in identifying 
factors contributing efficiency and competency among IRBM tax auditors. This may enhance 
further steps and actions to improve level competency among the IRBM’s tax auditors to help 
achieve its aspiration to be the leading tax administrators in the world. It will also help IRBM 
to consider the suggestion and recommendation in order to produce good and competence 
tax auditors in the future.  
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