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Electronic invoicing is also known as e-
invoicing, is the digital exchange of invoice data 
between a supplier and a buyer in a structured 
format. It involves the automated creation, 
transmission, receipt, processing, and archiving 
of invoices using specialized software or 
services. Small and medium-sized enterprises 
(SMEs) are facing challenges in adhering to e-
invoice regulations, mainly because of the 
substantial upfront expenses associated with 
implementing new software and the technical 
know-how needed for this process. This could 
make them less competitive and slow down their 
progress in the digital economy by putting a 
strain on their finances and disrupting their 
operations.  

The system's implementation will influence SMEs' operations, which will complicate their business 
operations. The factors mentioned earlier involve the necessity of providing training, modifying current 
procedures, and maybe raising operational expenses because of the preliminary capital needed for digital 
infrastructure and continuous upkeep. Many SMEs, particularly those with little experience with digital 
technology, might not have the abilities and know-how needed to operate e-invoicing systems efficiently. 
Staff members must be trained in the creation, administration, and safe storage of digital invoices. 
Employee training can be time-consuming and may require SMEs to take resources away from their main 
business operations. Operations efficiency and productivity may be significantly impacted by this. 
Including electronic invoicing in current processes can be difficult. It might be necessary for SMEs to 
modify their internal procedures to allow for the creation, authorization, and distribution of electronic bills. 

In addition, a lot of SMEs, particularly micro-enterprises, worry that having to comply with the e-invoicing 
requirement will put a burden on their finances. They may lack the resources to pay for the required 

technology or to cover the extra expenses related to 
compliance. Concerns exist over SMEs' 
preparedness, especially for those in rural areas or 
with lesser degrees of technological adoption. Due to 
restricted access to digital infrastructure or low 
employee digital literacy, certain businesses may find 
it difficult to transition to e-invoicing. 

Some sectors, such as e-commerce, express specific 
concerns about the timing and impact of e-invoicing 
implementation. They argue for the postponement of 
the initiative for certain industries to allow for better 
preparedness and to minimize disruption to ongoing 
business activities. There are fears that the mandatory 
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e-invoicing system could lead to a domino effect, forcing some SMEs to cease operations if they are unable 
to comply or if the financial strain becomes too burdensome. For example, Shopee, a major e-commerce 
platform with turnover well above RM100 million, quickly adapts to the new e-invoicing requirement. They 
start requiring all their vendors and suppliers to issue e-invoices to maintain complete the continuous 
transaction control (CTC) loop and compliance with the law. Many small and medium-sized enterprises 
(SMEs) rely on platforms like Shopee for their online sales. These SMEs, which include small online stores 
and individual sellers, now face pressure to adopt e-invoicing themselves. 

In summary, while there is recognition of the 
government's intent to improve tax compliance 
and streamline business processes through e-
invoicing, the concerns raised highlight the need 
for careful consideration of the challenges faced 
by SMEs. Balancing regulatory objectives with 
the practical realities of SME operations will be 
crucial for the successful implementation of e-
invoicing in Malaysia. 

To mitigate the impact of implementing e-
invoicing on small and medium enterprises 
(SMEs), the government can consider several 
recommendations aimed at providing support and 

assistance.  Malaysian government can provide financial assistance to SMEs by introducing grants or 
subsidies specifically targeted at SMEs to offset the initial costs associated with adopting e-invoicing 
technology. This could include financial assistance for purchasing software, upgrading hardware, or training 
employees. Bank Negara Malaysia (BNM) can provide access to low-interest loans or financing options 
tailored for SMEs to help cover the expenses related to implementing e-invoicing systems. This would 
alleviate financial strain and facilitate a smoother transition to digital invoicing. 

The next recommendation is to develop and offer comprehensive training programs and workshops on e-
invoicing technologies. These programs can be a collaboration by various ministries and government 
agencies such as the Ministry of Finance, Ministry of Economics, Malaysian Digital Economy (MDEC), 
Malaysia Investment Development Authority (MIDA), Perbadanan Kemajuan Ekonomi Negeri (PKEN), 
Majlis Amanah Rakyat (MARA) and more that should cater to varying levels of digital literacy among SME 
employees and cover aspects such as system operation, data security, and compliance with regulatory 
requirements. Apart from that, Inland Revenue Board (IRB) could provide technical support to SMEs by 
establishing dedicated support services or helplines where SMEs can seek guidance on technical issues 
related to e-invoicing implementation. This support can include troubleshooting, software updates, and best 
practices for maintaining system integrity. 

IRB also could consider a phased implementation approach based on business size or sector. Initially 
exempt smaller SMEs or provide extended deadlines for compliance to allow them more time to prepare 
and adjust their operations accordingly. IRB also can launch targeted awareness campaigns to educate 
SMEs about the benefits, requirements, and potential challenges of e-invoicing. Provide clear guidelines, 
FAQs, and case studies illustrating successful implementations to help SMEs make informed decisions. 

Implementing these recommendations would demonstrate the government's commitment to supporting 
SMEs through the digital transformation required by e-invoicing regulations. By providing financial 
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assistance, technical expertise, regulatory clarity, and collaborative initiatives, policymakers can help SMEs 
navigate the challenges and capitalize on the potential benefits of adopting e-invoicing systems effectively. 

 As a conclusion, there is significant room for improvement in the implementation of e-invoicing in 
Malaysia. While the move towards e-invoicing is essential due to its numerous advantages for the 
Malaysian economy and its support for increased digitization, the Malaysian government must ensure that 
the implementation process does not unduly burden SMEs. Small businesses, which are often already under 
financial strain and may lack technological capabilities, can be significantly impacted by even minor 
regulatory changes. 

To avoid such negative impacts, IRB must adopt a 
supportive and educational approach rather than a 
punitive one. IRB needs to provide clear, detailed 
explanations to SMEs owners about the necessity of e-
invoicing and how it benefits their businesses and the 
economy. This understanding will facilitate smoother 
compliance.  

Furthermore, the government should provide practical 
assistance to SMEs, such as financial support for the 
initial costs of adopting new technology, comprehensive 
training programs to build the necessary skills, and 
ongoing technical support to address any issues that 
arise. By taking these steps, the government can help 
SMEs transition to e-invoicing without undue hardship, 
ensuring that the benefits of digitization and improved 
tax compliance are realized across the entire country’s 
economy. 
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