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Motivators, Barriers and Concerns in Adoption of Electronic Filing System:
Survey Evidence from Malaysian Professional Accouants

'Ming-Ling Lai and®’Kwai-Fatt Choong
'Faculty of Accountancy, Accounting Research Ingitu
Universiti Teknologi MARA, Shah Alam, Malaysia
“Faculty of Business and Accountancy, Universitiiaflaya, Kuala Lumpur, Malaysia

Abstract: Problem statement: Worldwide, electronic filing (e-filing) system arits’ adoption has
attracted much attention, however, scholarly stoidyaccounting professionals’ acceptance of e-filing
system is scantApproach: This study aimed (i) to examine factors that md#daprofessional
accountants to use e-filing (ii) to solicit theisage experience and (iii) to assess the barriers to
adoption and other compliance considerations. Tiestipnnaire survey was administered on 700
professionals from tax practice and commercialagscivho attended “Budget 2008” Tax Seminars,
organized by the Malaysian Institute of AccountamsPeninsular Malaysia. In total, 456 usable
responses from accounting and tax professionale wellected and analyzeResults: The survey
found out of 456 respondents, just 23.7% had uskthg in 2007 to file personal tax return forms.
Majority of the e-filers opted to use e-filing ftre sake of convenience (55.8%), in faith to geteia
tax refund (16.8%) and speed of filing (15.9%). Rbose who did not use e-filing, the key
impediments were concerned over the security adddi trust of e-filing system. Some (4.8%) were
unable to access to the e-filing website. Overaist 26.1% of the professionals surveyed had
confidence in the IRBM in managing the e-filing ®ya successfully. Majority (41.2%) thought that
‘speedy tax refund’ to be the most desirable inwento motivate individuals to use e-filing.
Conclusion: As the IRBM is counting on professional accourgaiot promote the usage of e-filing
system, this study provided important insights he tRBM to developing marketing and business
strategies to motivate professional accountantusiness to use e-filing in order to accelerate the
diffusion of e-filing system in a developing countike Malaysia.

Key words: Electronic tax filing, motivators, barriers, preftonal accountant, Malaysia

INTRODUCTION an e-filing system is neither hassle free nor well
accepted by all tax parties, particularly the tapergts
Worldwide, since the 1990s, in order to achieveand professionals. However, tax professionals’
greater tax administrative and compliance efficienc acceptance is deemed a necessary condition for the
several tax authorities had progressively harnetised success of the e-filing system. In developed caoestr
power of Internet technologies by embracing anlike Australia, Canada, the UK, US and New Zealand,
electronic tax filing (e-filing) system (ACCA, 2002 several studies have been conducted to examine tax
ETAAC, 2002). In most countries, e-filing is not practitioners’ acceptance of e-filing (ACCA, 2002;
mandatory rather it is offered as an option to éggss ETAAC, 2002; Hansford et al., 2006; Russell
and their tax representatives, as a result, woddwi Marketing Research, 2003). For example, in the iUS,
several studies found tax users’ resistance teddmg  was found that American tax professionals vary Wide
system remains a widespread problem (ACCA, 2002in their attitudes, technology readiness, accetam
ETAAC, 2007; Hansforat al., 2006; Hunget al., 2006; utilization of e-filing technologies (ETAAC, 2002
Tan et al., 2005). Although, the e-filing system may addition, the lack of perceived benefits, cost of
offer potential benefits to improve administrative compliance, lack of willingness to learn and peredi
compliance efficiency, the benefits gained may bensecurities and misconceptions of the e filingviser
obstructed by tax users’ unwillingness to acceptese have impeded the tax professionals in the US from
the new tax technology. In essence, the move tptadoexpending the resources to get involved (ETAAC,
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2002; 2007). In a similar vein, in the UK, the ACCA service to clients. At a minimum, an e-filing syste
survey found that professional accountants havemisho must be capable of helping the tax professionals to
no confidence in online tax filing (ACCA, 2002). &h complete tax preparation and filing processes auick
Electronic Tax Administration Advisory Committee than the traditional paper filing method. If usithge e-
(ETAAC) is recommending to mandate -certainfiling system can increase the speed of submitiirgx
taxpayers and tax practitioners to e-file perscarad  return, it will enhance job efficiency, save busisidéime
business tax returns in the US (ETAAC, 2007; 2009)and cost (Lee, 2008). On the other hand, sevardiest
In Singapore, study indicated that the governmestls  found the applicability of modified technology
to restore public trust in e-filing and to blendces  acceptance model in predicting tax users’ acceptafnc
political strategies, technology and taxation tbget e-filing system in Taiwan (Hungt al., 2006; Fuet al.,
(Tanet al., 2005). 2006; Changt al., 2005), United States (Schaupp and
On 10th February 2006, the Inland Revenue Boardarter, 2008) and India (Ojleaal., 2009). Hence, there
Malaysia (IRBM) had streamlined the tax is a practical need for the e-filing system to beepted
administration policies to embrace an e-filing syst by the tax practitioners in order to boost the sgsaate
With the e-filing system, Malaysian taxpayers aad t of the e-fiing system. However, traditionally,
agents can file income tax returns electronicallythe = accountants and tax professionals were slow to tadop
enabling Internet technologies, rather than throogii ~ newer technologies until their worth was proven and
or physical visits to the tax office. This may etteally  their reliability was fully documented (Kocakulahda
make the art of filing tax returns as easy as ptessin ~ Grower, 2000; Skillman, 1998). However, at the tiofie
the first year of implementation of e-filing systefor  study, little is known about Malaysian professional
individual taxpayers, in spite of the extensiorthad tax  accountants’ response towards e-filing. There are
filing deadline by one month and a promise to gstdr  several concerns. Are Malaysian professional
tax refund for e-filers; just more than 120,@00 of accountants willing to use the new tax technology?
4 million individual taxpayers opted to use e-fjfin What are their e-filing experiences? What are the
which represented only 3% of the total individual compelling incentives that the IRBM could offer to
taxpayers (The Star, 2006a). It was reported thamotivate professional accountants to use e-filiigtat
discomfort about e-filing technology and perceivedare the potential compliance issues that may arise
insecurity of e-filing (Fatimah and Lai, 2008; Lai, pertaining to the e-filing system in the Malaysix
2006a) as well as lack of internet self-efficacyd an setting? The move of the IRBM to adopt the e-filing
skills are potential threats to the adoption oflia¢ in system, plus the lack of empirical tax researcimftbe
Malaysia (The Star, 2006b). The number of taxpayerperspective of professionals shaped the motivaton
using e-filing had increased gradually from 538,568 this study. The research objectives are preserrd n
2007) to 881,387 in 2008 (The Star, 2009); however o o )
several studies found e-filing has yet to gain moiue Research_objectlvesfl'he object|ves_ of the study are 0]
in Malaysia, especially the tax professional groups!® €xamine factors that motivated professional
although they are the intended users, majority lmte ~ @ccountants to use e-filing (i) to solicit theisage
used e-filing (Fatimah and Lai, 2008; Laial., 2005).  €xperience and (ii)) to assess the barriers to &aiop
In essence, studies found that professional acaatsit and other compliance considerations from the
(.e., the professional tax preparers/practitionersPerspectives of professional accountants.

represent both a means of increasing compliance and MATERIALS AND METHODS
also potentially a threat to compliance (Klepped an
Nagin, 1989) and tax professionals are in a positio A questionnaire survey was used to collect data.

exercise a strong and direct influence on the taXhe target respondents were professional accounitant
administration and compliance processes (Erard3;199 Malaysia; the professional accountants are theystud
Newsberryet al., 1993). subjects because they are the intended and pdtentia
Empirical study provided the insights that that anusers of e-filing system. The tax authorities are
e-filing system can only work effectively with the counting on them to use e-filing and to accelethte
assistance and cooperation of tax diffusion of e-filing technologies nationwide. Imet
preparers/professionals (Kahan, 1999). To be aedept months of September and October 2007, Malaysian
an e-filing system needs to be perceived by taxnstitute of Accountants (MIA) had organized severa
professionals as possessing sufficient usability fo“Budget 2008 Tax Seminars” in Peninsular Malaysia.
supporting or enhancing their core competencywith the assistance from the MIA organizing
productivity and business performance in providimg  committees, questionnaires were administered on 700
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participants who attended “Budget 2008 Tax Seminars
in Peninsular Malaysia. Responses from
professionals were excluded from data analysigtad,
456 usable responses from professional accountan
were analyzed and reported. All of them had
professional qualification from the accounting lesi
such as the Association of Certified Chartered
Accountants, Certificate of Public Accountant,
Australia, Chartered Tax Institute of Malaysia, Casd

Profiles of those who had e-filed successfullyDut of

northe 456 survey respondents, just 24.7% (113 odb6j

had attempted e-filing since it was launched in ®00
(Fable 1, row 7, column 2). They are termed adezsfi
Notably, majority of the e-filers are from the ceht
region, i.e., the capital city of Malaysia and #tate of
Selangor. Majority of e-filers are Chinese (92.94aj
aged between 31 to 40 years old (58.4%). Female e-
filers appears to be more than males counterparts,

Institute Management Accountants and Malaysiamonetheless, at 95% confidence level, a chi-sqteste

Institute of Certified Public Accountants.
RESULTS AND DISCUSSION

Data analysis:

The respondents’ profiles: Table 1 presents the
respondents’ profiles. Out of 456 respondents, nitgjo
of them were from central region (74.1%), 10.1%fro
Northern region and 15.8% from the Southern region

shows there is no significant difference in gender
among the e-filers.

E-filers’ experience: To further probe the issue, we
asked the e-filers where they did e-filing. Thevsyr
found 48% of e-filers did it from home, 38% froneth
office and 14% from the IRBM'’s office. In respedt o
the time taken to e-file successfully, 35.4% of the

Ma|aysia_ About 39% of them were males and 570/J||ers indicated that they took less than 30 mlﬂ,84/0

aged between 31 and 40 years old. In term of &tlinic
Chinese were the most notable participants, makmg
about 93.4%. All of the
professional qualifications from various professibn
bodies such as the Association of Chartered Gextifi
Accountants, Malaysian Institute of Certified Pabli
Accountants, Malaysian Institute of Taxation and
Certified Practicing Accountants, Australia. About
63.2% of them filed Form BE in 2007, which indichte

took between 30 min to 1 h, 10.6% took betweenhl-2
and 6.2% took more than 2 h. The findings indi¢hs

respondents possessethe duration to complete e-filing was rather lorig,

should be done within 15 min. When asked about the
overall experience of e-filing, Fig. 1 shows th&t&%

of e-filers found e-filing convenient and easy tseu
About 7.1% found e-filing was good and pleasant.
However, 31.9% of e-filers indicated that e-filimgas

not as good as they had expected and 5.3% found e-

that they are salaried individuals. The remaindersjjing was unpleasant and tedious.

(36.8%) filed Form B in 2007; hence indicates that

36.8% of the survey respondents were professional

accountants in business or in practice.

Table 1: The respondents’ profiles

Profiles of those who
had e-filed successfully  Frequency (%)

Location

Central region 79 (69.9) 338 (74.1)
Northern region 18 (16) 81 (10.8)
Southern region 16(14.2) 37 (8.1)
Gender

Male 51 (45.1) 177 (38.8)
Female 62 (54.9) 279 (61.2)
Age

<30 23 (20.4) 88 (19.3)
31-40 years old 66(58.4) 260 (57)
41-50 years old 19 (16.8) 67 (14.7)
> 50 years old 5(4.4) 41 (9)
Ethics

Chinese 105 (92.9) 426 (93.4)
Malay 5(4.4) 9(2)
Indian 2(1.8) 11 (2.4)
Others 1(0.9) 10 (2.2)
Tax return filed in 2007*

Form BE 72 (63.7) 288 (63.2)
Form B 41 (36.3) 168 (36.8)
Total 113 (24.7%) 456 (100)

*. In Malaysia, salaried taxpayers are requiredfite Form BE,
whilst, individuals with business income are regqdito file Form B
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Good and pleasant 7.1%

Convenient & easy to use 55.8%

Notas good as expected 31.9%

5.3%

Unpleaseant and tedius

0.0% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Fig. 1: E-filers overall experience of e-filing

Hopingto get faster tax refund 8%

Convenience 9.3%

Speed of filing 15

Others (to gain experience) 1.8%

00% 10.0% 20.0% 30.0% 40.0% 50.0% 60.0%

Fig. 2: Reasons for using e-filing
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With regards to reason for opting to use e-filing,Other findings: In turn, we solicited survey
the survey found 59.3% of the e-filers indicatedtth respondents’ opinions on (i) intention to use &lin
they chose e-filing over manual filing for the saiee the future, (i) what type of incentives that would
convenience (Fig. 2). About 15.9% used e-filingtloe =~ Motivate them to use e-filing, (iii) whether e-fit
speed of filing, whilst 16.8% e-filers were hopitogget ~ Should be made mandatory and (iv) whether they have
faster tax refund. Notably, 6.2% opted to useiagdiin ~ confidence in the IRBM in managing the e-filing
2006, because extension of filing deadline wasrgine system successfully. The findings as presentecabier
year 2006 for those who used e-filing. Merely 1.892 Show t.hat Igss than half ,(,48'7,%) of the respotsden
tried e-filing to gain experience before introduee had the intention to use e-f|I|.ng in the futurg l()Tgalz,
filing to clients. Overall, the reasons for usindilimg row 1, column 2.)' This r_esult IS not encouragingiew
are somewhat consistent with study of Fatimah aaid L that the IRBM IS counting on_t.he tax professionals
(2008) when she surveyed the e-filing experienc accelerate the diffusion of e-filing technology. ndky

. . N¢%9.6% had the opinion that e-filing should be made
among members of Malaysian Institute of Taxat'on'mandatory and the reminders (70.4%) thought

Fatimah and Lai (2008) also found convenience, peeyeryjge. Notably, just 26.1% had confidence ia th

of tax filing and faster tax refund appeared tothe |\RgMm in managing e-filing successfully; whilst
three most important c_o_nsiderations for Malaysiax t majority (73.9%) had no confidence in the electconi
professionals to use e-filing. administrative capability of the IRBM. This finding
supports the assertion of Tam al. (2005) that the
Non E-filers: Reasons for not using e-filing:Out of  government needs to restore public trust in edilas
456 respondents, 343 respondents (75.2%) prefésred one of the e-government initiatives.
use manual filing instead of e-filing. In this syudhey In respect of the type of incentives that will
are termed as non e-filers. To probe the issuddurt motivate the take up of the e-filing system, majori
we asked them why they preferred manual filinggadt  (41.2%) of the respondents indicated that ‘speedy t
of e-filing. Figure 3 presents the findings. Mof&at  refund’ to be the most desirable incentive (Tahleov
25% of non e-filers indicated that they were conedr 3, column 2) This f|nd|ng is somewhat consisteithw
about the security of e-filing system. About 20.8% | 5j (2006b) when surveyed Malaysian tax practitishe
not trust the e-filing system, some 11.8% of thaBe  yesponses towards e-filing (Lai, 2006b). In additio
filers indicated that they had no experience andp;g study found 35.1% of the respondents’ quest fo
knowledge to e-file. The plausible explanation syt ‘special cash rebate’ for those who use e-filingl an

were not technology savvy or lacked internet self-22 8% su . : " i
. > - . ggested ‘extension of tax filing deadlifo
efficacy to use e-filing. Another 5.7% indicatedath those who used e-file would motivate the take up-of

there is no incentive for them to use e-filing. Abo filing. Surorisinaly. less than 1% suaqested luck
4.8% had attempted to use e-filing but were unabke g. Surp g : 99 cxy
draw prizes for those who e-filed. The plausible

file successfully, consequentially, they had to T . Iy
paper filing aty the eng. Over:zllll th)é survey ﬁgundexplanatlon is the professionals used e-filing lisea
' it is useful and easy to use instead of hopingédb g

reasons for not using e-filing are many. X : X :
‘lucky draw' prizes for early birds like what it wa
practiced in Singapore at the threshold of impletateon.

Others (no computer and no internet access)
Unsuccessful attempt to e-file Table 2: Other findings
Intent to use e-filing in the future
Noincentive to use e-filing Yes 222 (48.7%)
) No 234 (51.3%)
Do not have digital certifacte or PIN to do e-... E-filing should be mandatory
Lack of experience and knowledge to e-file Yes 135 (29.6%)
No 321 (70.4%)
Efiling is not better thanmanual filing Incentive that motivate the use of e-filing
i Extension of filing deadline for e-filers 104 (223
Do not trust e-filing Faster tax refund if use e-filing 188 (41.2%)
Concern about security of e-fling Special cash rebate for e-filers 160 (35.1%)
Lucky draw prize for e-filers 4 (0.9%)
0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% Confidence in the IRBM in managing e-filing successfully
Yes 119 (26.1%)
No 337 (73.9%)
Fig. 3 Reasons for not using e-filing in year 2007 Total 456 (100%)
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It is worth noting here that the Inland RevenueChang, I.C., Y.C. Li and W.F. Wong, 2005. An
Authority of Singapore (IRAS) used lucky draw psze empirical study on the impact of quality
as an incentive to encourage individuals to takeeup antecedents on taxpayers' acceptance of intepnet ta
filing in the early years of implementation (IRAS, filing systems. Govern. Inform. Q., 22: 389-410.
2002). The list of e-filing lucky draw winners whwn  Erard, B., 1993. Taxation with representation: An

cash prizes in the °‘E-filing Lucky draw” were analysis of the role of tax practitioners in tax
publicized on the IRAS websites to motivate taxpaye compliance. J. Public Econ., 52: 163-197.

to take up e-filing (IRAS, 2002). Nonetheless, ilarf
lucky draw’ might appeal to ordinary taxpayers hat
the professional accountants.

ETAAC., 2002. Electronic tax administration advigor
committee: Annual report to congress. Electronic
Tax  Administration  Advisory =~ Committee

CONCLUSION (ETAAC), pp: 1-24.
ETAAC., 2007. Electronic tax administration adviso
The issue of professional accountants’ adoption of ~committee: Annual report to congress. Electronic
e-filing has attracted much attention; nonetheltte Tax  Administration ~ Advisory ~ Committee
study has been conducted to examine their usage and (ETAAC), pp: 1-19. http:/apps.irs.gov/publirs-
compliance considerations of the e-filing systerhisT prior/p3415--2007.pdf

study found e-filing has not gained momentum inETAAC., 2009. Electronic tax administration advigor

Malaysia, especially with the professionals groAg. committee: Annual report to congress. Electronic

professional accountants are the most important end Tax  Administration  Advisory =~ Committee

users, sufficient understanding of their usage (ETAAC), pp: 1-27. hitp://apps.irs.gov/publirs-
experience, motivators, barriers and concerns would pdf/p3415.pdf

motivate usage and interactions among taxpayexs, teFatimah, A. and M.L. Lai, 2008. Embracing electmni

practitioners and the tax authorities, as welloaetuce tax filing: Survey evidence from members of
the risk of user rejection. Malaysian institute of taxation. Proceeding of the
The limitations of this study are firstly, it iscaoss- International Accounting and Business Conference

sectional study and secondly, only those profession  2008: Globalizing Business and Financial Integrity
accountants who attended the “Budget 2008” tax Towards Economics, Aug. 18-19, The Puteri

seminar were surveyed. Hence, limits the  pacific, Johore Bahru.

generalizability of the findings. Nonetheless, infFy JR. C.K.Farn and W.P. Chao, 2006. Acceptance
considering that e-filing is the strategy taken tax of electronic tax filing: A study of taxpayers'
authorities around the world to enhance tax compga intentions. Inform. Manage., 43: 109-126.

and administrative efficiency, this study provide Hansford, A., A. Lymer and C. Pilkington, 2006. IT
important insights to the tax authorities on mdiiva, adoption strategies and their application to edili
barriers and concerns in adoption of e-filing syste self-assessment tax returns: The case of the UK. eJ
among professional accountants in business. The tax Tax Res., 4: 80-96.

authorities ought to develop business and marketing http://ideas.repec.org/p/nsw/discus/414.htmi
strategy to accelerate the diffusion of e-filingstgm Hung, S.Y., C.M. Chang and T.Y. Yu, 2006.

among professionals. Malaysian tax authorities rteed Determinants of user acceptance of the e-
work with software developer of the e-filing systém government services: The case of online tax filing
reducing and resolving reject issues. It is suggestat and payment system. Govern. Inform. Q., 23: 97-122.
Malaysian tax authorities to emulate the US tax|RAS., 2002. List of e-filing lucky draw 2002 winrge
authorities to commission or to conduct tracer ytoul http://www.iras.gov.sg/press/PR2002/press05.htm

professionals (especially the tax preparers grdop) Kahan, S., 1999. Promoting e-filing. Pract. Account
understand them better. Future study can also be 32:§9-73.

conducted to examine the impact of e-filing on taxkjepper, S. and D. Nagin, 1989. The role of tax
practice and business. preparers in tax compliandeolicy Sci., 22: 167-194.
Kocakulah, M.C. and G.M. Grower, 2000. Modernizing
the bureaucracy: Government information systems
ACCA., 2002. ACCA members survey. Self- and technology. Natl. Public Account., 45: 24-25.
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