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Abstract: Generally, tax is recognized as one of the main sources of government's revenue and Goods and
Services Tax (GST) is an example of tax that contributes to it. This tax has been implemented in many
countries such as Canada, Australia, and New Zealand. Roughly, 90 percent of the world's population lives in
countries with GST. In Malaysia, GST was implemented on I April 2015 at 6% rate and it replaced the
present consumption tax comprising the sales tax and the service tax. The issue on GST has been raised by the
Malaysian Government as an approach to reduce its deficit. GST is imposed on goods and services throughout
production-distribution stages in the supply chain including importation of goods and services. The tax is
embedded in the price of goods and services transacted. However, the implementation of GST in Malaysia has
called many arguments from various parties including academics, professionals and the taxpayers on how
GST affects goods prices, either increase or decrease. The consumers are worried about the significant price
increases on basic needs. With the relatively-high living costs, significant price increases due to GST is
considered as another burden for the taxpayers. Therefore, the main objective of this study is to investigate the
level of acceptance of taxpayers regarding GST implementation. This study utilized survey questionnaires
distributed to lecturers of Universiti Teknologi MARA (UiTM) Pahang. The findings hopefully will shed a
clearer view on the taxpayers' acceptance level of GST to the tax authorities.
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1. Introduction

Taxation is important since it is one of the main sources of government income and used to
finance the government expenditures. Besides that, it serves as a medium to balance the wealth from
those with higher income and assets to those with lower income. Tax is also recognized as a social
and economic policy tool since the revenue collected by the government can be used as a strategy to
reduce income inequality in the country.

Basically, tax can be classified into two categories, the direct and indirect taxes. Direct
taxes are taxes imposed on the income of individuals or organizations that are paid directly to the
government. The burden of a direct tax is borne by the individuals or entities that pay it; and cannot
be passed to another entity. Examples of direct taxes are income tax, corporate tax and real property
gain tax. Those direct taxes are collected by the Inland Revenue Board (IRB). On the other hand,
indirect taxes are collected by the Royal Malaysian Customs Department. Indirect taxes are taxes
paid by the consumers on transactions made for goods and service rendered, and they are allowed to
be transferred from the retailer or supplier to other parties such as the consumers. One of the
examples of indirect taxes is Goods and Services Tax (GST).

GST, also known as Value Added Tax (VAT), is imposed on goods and services throughout
production-distribution stages in the supply chain including importation of goods and services. The
tax is embedded in the price of goods and services transacted. GST has been implemented in
Malaysia to replace the present consumption tax comprising the sales tax and the service tax (SST).
Under the SST, consumers were charged at a total of 16% tax rate (sales tax 10% and service tax
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6%). But now, with the implementation of liST, they arc charged at 6% rate. Therefore, the prices
oC goods are expected to decrease.

However, the real situation does not meet the expectation. That is why the implementation
of CST in Malaysia has called many arguments from various parties including academics,
professionals and the taxpayers on how CST affects goods prices, either increase or decrease. The
consumers arc worried about the significant price increases on basic needs. With the relatively-high
living costs, significant price increases due to CST is considered as another burden for the
taxpayers.

Since CST is a new taxation system in Malaysia, many previous studies only investigated
the perceptions, awareness and readiness of businesses and consumers towards the implementation
of CST. The previous studies did not address the issue regarding CST implementation and
consumer acceptance. Thus, this study would fill in the research gap by investigating the level of
acceptance of taxpayers regarding CST implementation.

2. Literature Review
2.1 Goods and Services Tax (GST)

Goods and services tax (GST) is one of the altematives used by many countries to solve the
weaknesses of the current taxation system. Malaysia experienced a huge reduction in national
income due to the economic crisis in 2009. Thus, to overcome the problem, the govemment has
decided to replace the current sales and services tax (SST) with the CST starting from April 2015.

For the SST system, there are two acts that govem sales and service separately: Sales Tax
1972 (Act 64) and Service Tax 1975 (Act 151) where both are handled by the Royal Malaysian
Customs and Excise (Mansor & llias, 2013). Sales tax is levied on consumers who use consumer
goods, which is then collected by business entities and accountable to customs. Meanwhile, service
tax is imposed on the consumers who consume food and services (Mansor and I1ias, 2013). Both
sales and service taxes are single stage tax that is imposed on consumers either on the input or
output stage.

On the other hand, GST is known as a multistage taxation system and is charged on added
value at each stage of production and distribution in the supply chain. Every trader in the supply
chain pays the GST to the suppliers who provide the goods and services. Then, the trader collects
the GST on the goods or services sold by them. Therefore, from the consumers' perspective, it is a
tax on the purchase price, however, from the sellers' perspective, it is a tax on the value added to a
product, material, or service (Rashid, et aI., 2014). The proponents of GST claimed that the well
designed structure of GST makes it a particularly more efficient tax among all (Keen and
Lockwood, 2010). Even though GST is imposed at each level of the supply chain, the tax element
does not become part of the cost of the product because GST paid on the business inputs is
claimable. Hence, it does not matter how many stages a particular good and service goes through in
the supply chain because the input tax incurred at the previous stage is always deducted by the
businesses at the next step in the supply chain.

Basically, there are three types of GST widely used around the world (Hooper and Smith,
1997). Each varies primarily in its method of handling the tax on capital expenditure. The first one
is the consumption type GST This type of GST allows businesses to deduct instantly the full value
of the tax paid on capital purchases. Under this GST system, capital investment is subtracted from
the value added in the year of purchase. Therefore, the tax is equivalent to sales tax applied to
consumer goods (Palil, et aI., 2013).

The second type of GST is the national income type. It pennits the gradual deduction of the
GST paid on capital purchases over several years (Hooper & Smith, 1997). The tax is imposed on
net domestic product, which is close to national income (Palil, et aI., 2013). The third type of GST
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a) High (with summaled scores between 44 and 55)
b) Moderate (with summated scores between 23 and 43)
c) Low (with summated scores between II and 22)
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According to the findings as revealed in Table 2 below, acceptance total scores are 26.73,
which falls under the moderate category and it is referring to the overall respondents' level of
acceptance towards GST implementation in Malaysia. The result is further supported by the
respondents' score for the individual items from number 1 to II.

Most of the means of respondents' scores are close to 2. The items with the mean score
close to 2 (more towards disagree) are items number 1,2,3,5,7,8,9,10 and 11. The results show
that majority of respondents disagree with those statements. They disagree that GST should be
implemented in Malaysia and GST is fairer than SST. They also disagree that SST should be
replaced by GST since they disagree that GST will bridge the gap between low and high income
earners. Furthermore, they do not agree that GST system proposed is easy to understand and they do
not believe that GST implementation will contribute in developing Malaysia's economy. Apart from
that, the respondents much more prefer increasing income tax rate in assisting the government to
increase its revenue as compared to GST. However, the good thing is that respondents disagree that
GST will only benefit the government more than the taxpayers and they disagree that GST
implementation encourages people to cheat.

The highest mean score i.e. 3.10 is for item number 6 which means that the respondents
neither agree nor disagree that GST implementation would help the government by contributing an
additional revenue to offset the government's budget deficit. The lowest mean score i.e. 1.93 (more
towards strongly disagree) is for item number 4 which indicates that respondents strongly disagree
with the 6% rate of GST.

Table 2. Descriptive Analysis for Respondents' Acceptance on GST

No Items Mean
1 GST should be implemented in Malaysia 2.24
2 GST is fairer than SST 2.34
3 GST should replace SST 2.49
4 GST should be charged at 6% 1.93
5 GST will bridge the gap between low and high income earners 2.46
6 GST implementation would help government by contributing an 3.10

additional revenue to offset government budget deficit
7 GST system proposed is easy to understand 2.24
8 GST implementation will contribute in developing Malaysia's economy 2.98
9 GST is better than increasing income tax rate in assisting the government 2.49

to increase its revenue
10 GST will benefit government more than the taxpayers. 2.34
11 GST implementation encourages people to cheat. 2.12

Total Mean 26.73

The findings reveal that in general, the level of acceptance towards GST implementation
among academic staff of UiTM is at the moderate level. This is not very encouraging for the GST
implementation. It seems that the respondents are forced to accept GST. As for the reasons, many
respondents cited unclear purpose of implementation and fear of price hike as the two main reasons
for the non-acceptance of GST. The replacement of SST by GST may confuse the respondents that
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