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1.1 Introduction 

CHAPTER ONE 

INTRODUCTION 

Tax is a compulsory financial charge imposed by the government on taxpayers 

to generate revenue for public expenditures. A tax system refers to the taxes currently 

in place within a country. An effective tax system should aim to balance the interests 

of both taxpayers and the government and should be guided by specific 

characteristics. Taxation is a significant contributor to the GDP, and countries should 

enhance their tax collection methods. Meeting the developmental needs of developing 

nations poses significant challenges despite the increase in tax revenues. 

Tax non-compliance continues to pose a significant challenge and remains a 

critical issue for numerous nations across the globe, despite its crucial role and 

significance in fostering economic development (Agbetunde et al., 2022). Many 

developing countries have reported tax education on numerous tax measures, but tax 

collections still fall short of expectation (Inasius, 2019). For instance, tax evasion 

costs governments around the world around US$3. l trillion annually (Alshirah et al., 

2021). While tax evasion is a widespread problem in the poor world, it costs Africa 

close to US$14 billion per year (Amoh & Ali-Nakyea, 2019). These examples 

demonstrate that tax compliance is a global concern that warrants serious attention 

from tax authorities. 

As per 2022 Fiscal Outlook and Federal Government Revenue Estimates by 

Ministry of Finance, tax collection remains the primary source of revenue for the 

Federal Government, accounting for 73.2% of total revenue (equivalent to 10.7% of 

GDP). It is projected that tax revenue will increase by 4.8% to RM161.8 billion 

(compared to RM154.4 billion in 2020. It is noteworthy because the money is used to 

pay for a wide range of government programmes and to regulate the economy and 

guarantee the well-being of the people of Malaysia (Mohamad et al., 2016). The funds 

also go towards improving infrastructure, schools, hospitals, and other public services. 

Notably, the issue of tax compliance has been extensively discussed by 

researchers, who have proposed models to explain tax non-compliance (Alshira'h et 
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