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ABSTRACT 

The implementation of Goods and Services Tax (GST) in Malaysia has changed the 
way people buy a product and services in Malaysia. The increasing of price has 
contributed to the changes of buying decision. In the tourism industry, the tax also 
could change the way people travel or medium that they use in order to plan their 
vacation or travel activities. One of the traditional intermediaries that can be affected 
by this tax is travel agencies in Malaysia. The existence of the Internet has made 
travel agencies lost their customers and some of them need to shut down their 
businesses and with the implementation of GST, the travel agents could be in higher 
risk of disintermediation. This research aims to investigate the impacts of GST 
towards travelers' intention to use travel agencies in Malaysia. This research focused 
on local travelers who have the experience using travel agents to travel inside and 
outside Malaysia. A total of 327 respondents answered the questionnaire related to the 
travel related services which are bookings, travel insurance, travel advice and 
services. The result of this study shows that travelers use travel agency for booking 
(hotels room, tickets, transportation and trip), to get travel advice (travel destinations, 
budget, travel consultation and information) and also because of the services that the 
travel agents provide such as tourist guide, preparing visa or passport and arrange 
travel itineraries. For travel insurance, the travelers did not use travel agency to get 
the insurance because they have their own insurance or they did not need the 
insurance and the implementation of GST has affected travelers intention to use travel 
agencies. 

Keywords: Goods and Services Tax, Travel Related Services, Travelers, Intention, 
Travel Agency 

ii 



ACKNOWLEDGEMENT 

Firstly, I wish to thank Allah for giving me the opportunity to embark on my Masters 
and for completing this long and challenging journey successfully. My gratitude and 
thanks go to my supervisor Mdm. Inoormaziah binti Azman. Thank you for the 
support, patience and ideas in assisting me with this research. 

I also would like to express my gratitude to my former lecturers in UiTM Dungun Ms. 
Siti Khuzaimah binti Abu Bakar and Mdm. Zatul Iffah binti Mohd Fuza for helping 
me in giving ideas and opinions related to my thesis. 

Last but not least thank you to my lovely parents Ramli bin Ngah, Fatimah binti 
Mohamed AH and my siblings for giving me strength in the process of completing this 
thesis. Thank you for the time, money and motivation trough out the one and a half 
years of my Masters. 

Alhamdulilah. 

iii 



TABLE OF CONTENTS 

Page 

AUTHOR'S DECLARATION i 

ABSTRACT ii 

ACKNOWLEDGEMENT iii 

TABLE OF CONTENTS iv 

LIST OF TABLES viii 

LIST OF FIGURES ix 

LIST OF ABBREVIATIONS x 

CHAPTER ONE: INTRODUCTION 4 

1.1 CHAPTER OVERVIEW 1 

1.2 BACKGROUND OF THE STUDY 1 

1.3 PROBLEM STATEMENT 3 

1.4 RESEARCH OBJECTIVES 4 

1.5 RESEARCH QUESTIONS 5 

1.6 THEORETICAL FRAMEWORK 5 

1.7 HYPOTHESES 6 

1.8 SIGNIFICANCE OF THE STUDY 7 

1.8.1 Academic Perspective 7 

1.8.2 Practical Perspective 7 

1.9 DEFINITION OF KEY TERMS 7 

1.9.1 Goods and Services Tax 8 

1.9.2 Travel Agencies 8 

1.9.3 Travelers' 8 

iv 



CHAPTER ONE 

INTRODUCTION 

1.1 CHAPTER OVERVIEW 

This chapter discusses the background of the study that related to Goods and 

Services Tax (GST), travel related services and travelers' intention to use a travel 

agency. This chapter also includes research questions, research objectives, 

hypotheses, significance of the study as well as definition of terms. 

1.2 BACKGROUND OF THE STUDY 

GST which is also known as Value Added Tax (VAT) has been introduced in 

France in 1968 and the tax has spread from France to Europe and until today more 

than 100 countries have used this type of tax (Kloeden, 1998). The function of GST is 

to replace the existing tax, which is Sales and Service Tax (Royal Malaysian 

Customs, 2014) and the tax charged by the sellers and organizations that sell products 

and services. Besides that, GST also considered as an indirect tax because it is not 

being paid directly to the government but being paid indirectly through business 

peoples. 

For each country that has implemented GST, they decide to use the tax 

because of their own reason and economic purposes and every country has different 

reason and purposes. For example in Singapore, the main objective of introducing and 

implementing GST are to reduce or lessen the inefficiency of the income tax system. 

Other than that, Singapore Government also tried to wider the indirect tax and make 

it more resilient in future. Other than that, Singaporean Government also has 

restructured the tax that has been used in Singapore and as a result the income tax rate 

has been reduced and with the combination of GST, the Singaporean government has 

decreased their surplus. Similar to other countries that has implemented GST, 

Malaysia has implemented the tax starting from 1st of April 2015 with the amount of 

6% and as mentioned by Tran-Nam (2000), the introduction of new tax (GST) have 

made to new types of costs which are the implementation of compliance costs and the 

1 


