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ABSTRACT  
 
 

Malaysian government had replaced Goods and Service Tax (GST) with Sales and 
Services Tax (SST) on 1st September 2018. This study was conducted to explore the 
perception of Small and Medium Enterprise (SME) on the implementation of SST 2.0 
in Malaysia based on the level of acceptance, awareness, attitude, understanding, 
preparedness and probable area of difficulties towards the SST 2.0 implementation in 
Malaysia. The Malaysian SMEs are concerned with the SST implementation impact 
on their organization. Six variables are used to explore the perception of SMEs towards 
the implementation of SST. The variables used are level of acceptance, awareness, 
attitude, understanding, preparedness and probable area of difficulties. In total 116 
respondents out of the 250 among the SMEs participated in this research who are 
randomly selected. The data were collected and analyzed using the technique of 
descriptive statistics on the demographic and mean score on six constructs to know the 
level of each variable towards the SST implementation among SMEs in Malaysia. The 
study shows that all variables have a mean more than 3.70 and this show the SMEs in 
Malaysia agrees on the issues of SST implementation. Recommendations to the 
taxpayers are application of technologies to overcome area of difficulties, to educate 
the taxpayers to promote preparedness, educating the young for favorable attitude and 
influencing compliance through promoting awareness. The future studies could 
include on other states of Malaysia followed by to replicate the other aspect of indirect 
tax and the same questionnaire can be used to explore different perspectives of tax. 

 

Keywords: Sales and Service Tax, Small and Medium Enterprises and Perception 
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ABSTRAK 

 
Kerajaan Malaysia telah menggantikan Cukai Barang dan Perkhidmatan (GST) 
dengan Cukai Jualan dan Perkhidmatan (SST) pada 1 September 2018. Kajian ini 
dijalankan untuk meneroka persepsi Perusahaan Kecil dan Sederhana (PKS) dalam 
pelaksanaan SST 2.0 di Malaysia berdasarkan tahap penerimaan, kesedaran, sikap, 
kefahaman, kesediaan dan kemungkinan kesukaran bidang ke arah pelaksanaan SST 
2.0 di Malaysia. PKS di Malaysia bimbang dengan kesan pelaksanaan SST ke atas 
organisasi mereka. Enam pembolehubah telah digunakan untuk meneroka persepsi 
PKS ke arah pelaksanaan SST. Pembolehubah yang digunakan adalah tahap 
penerimaan, kesedaran, sikap, kefahaman, kesediaan dan kemungkinan bidang 
kesukaran. Sebanyak 116 responden  daripada 250 di kalangan PKS yang telah 
mengambil bahagian dalam kajian ini telah dipilih secara rawak. Data dikumpul dan 
dianalisis menggunakan teknik Statistik deskriptif ke atas demografi dan min skor ke 
atas enam pemboleh ubah untuk mengetahui tahap setiap pemboleh ubah ke arah 
pelaksanaan SST kalangan PKS di Malaysia. Daripada kajian ini, didapati bahawa 
semua pemboleh ubah mempunyai min melebihi 3.70 dan ini menunjukkan 
persetujuan PKS di Malaysia dalam isu pelaksanaan SST. Pengesyoran kepada 
pembayar cukai ialah mengaplikasikan teknologi dalam mengatasi kesukaran bidang 
serta pendidikan untuk pembayar cukai bagi meningkatkan kesediaan, mendidik 
golongan muda untuk  galakkan dan mempengaruhi pematuhan melalui pemupukan 
kesedaran. Kajian masa depan boleh merangkumi negeri-negeri lain di Malaysia, 
kajian boleh diadaptasikan untuk aspek  cukai tidak langsung yang lain dan borang 
soal-selidik yang sama boleh diguna pakai untuk meneroka perspektif yang berbeza 
untuk percukaian di Malaysia. 
 
Kata Kunci:  Perusahaan Kecil dan Sederhana, Cukai Jualan dan Perkhidmatan dan 

Persepsi 
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CHAPTER ONE 

INTRODUCTION 

 

1.0  Background of study 

Malaysia taxation system is generally divided into two that are direct taxes and indirect 

taxes. Indirect taxes are administered by the Royal Malaysian Customs Department 

(RMCD) and it consists of four components i.e. customs duties, excise duty, sales tax and 

service tax. Direct taxes are under the jurisdiction of the Inland Revenue Board of 

Malaysia (IRBM). The IRBM is responsible for all the policies relating to direct taxes 

such as income tax (individual and business), petroleum income tax, and real property 

gains tax and stamp duty. From the government perspectives, taxation is a vital economic 

tool because it can be employed to regulate the economy, to revitalize economic growth 

through the granting of fiscal incentives as a principal aim of implementing tax policies 

and to provide funds for development projects (Kasipillai, 2005).  

Figure 1.1 shows the total revenue of direct taxes, indirect taxes and non-taxes revenue in 

the year 2014, 2015, 2016, 2017 and 2018. In year 2014 tax revenue is RM164,205 million 

and RM53,899 million for non-tax revenue, year 2015 tax revenue  is RM165,440 million 

and non-tax revenue is RM51,467 million, year 2016 is RM40,006 million for non-tax 

revenue and tax revenue is RM169,343 million, year 2017 is RM39,520 million for non-

tax revenue and tax revenue is RM177,658 million. 
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From the Figure 1.1, it indicates that the revenue from tax is higher than non-tax revenue. 

On average for the four years, the tax revenue makes up about 75% of the total revenue 

for the federal government. 

 

 

 

 

 

 

 

 

 

 

     Figure 1.1: 
     Comparison of Tax Revenue and Non-Tax Revenue 
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Table 1.1:  
Total Federal Government Revenue from year 2014 to year 2018 

Source: Malaysian Federal Government Treasury Annual Economic Report (2014 to 2018). 
 

 

 

HASIL KERAJAAN PERSEKUTUAN 2014-2018 (RM JUTA)

FEDERAL GOVERNMENT REVENUE 2014-2018 (RM MILLION)

2014 2015 2016 2017 2018 1

  CUKAI LANGSUNG / DIRECT TAX 126,742 111,770 109,608 116,024 133,474

Cukai Pendapatan / Income Tax 118,996 103,985 102,308 108,563 125,590

Perseorangan / Individuals 24,423 26,321 27,566 28,945 34,800

Syarikat-syarikat / Companies 65,240 63,679 63,625 64,465 70,536

Petroleum / Petroleum 26,956 11,559 8,422 11,761 16,845

Pegangan dan lain-lain / Withholding and others 2,377 2,426 2,695 3,392 3,409

Lain-lain / Others 7,747 7,785 7,300 7,461 7,884

Duti Harta Pusaka / Estate Duty 2 1                       2                       -                        -                        

Duti Setem / Stamp Duty 6,458 5,974 5,688 5,665 6,031

RPGT / Real Property Gains Tax 1,210 1,729 1,492 1,697 1,750

Lain-lain / Others 77 81 118 99 103

  CUKAI TAK LANGSUNG / INDIRECT TAX 37,462 53,670 59,735 61,634 41,226

Duti Eksport / Export Duties 1,893 1,039 980 1,355 1,600

Duti Import dan Cukai Tokok / 2,670 2,732 2,905 2,784 2,800

Import Duties and Surtax

Duti Eksais / Excise Duties 12,925 11,890             11,705             10,112             10,691             

Cukai Jualan / Sales Tax 10,939 5,223 103                  47                    2,880               

Cukai Perkhidmatan / Service Tax 6,278 3,038 103                  15                    1,120               

Cukai Barang dan Perkhidmatan / Goods and Services Tax 27,012 41,206 44,290 19,100

Lain-lain / Others 2,758 2,736 2,733 3,031 3,035

  Jumlah Hasil Cukai / Total Tax Revenue 164,205 165,440 169,343 177,658 174,700

  Hasil Bukan Cukai / Non Tax Revenue 53,899 51,467 40,006 39,520 57,914

Dividen PETRONAS / PETRONAS Dividen 29,000 26,000 16,000 16,000 26,000

Royalti Petroleum dan Gas / Petroleum Royalty and Gas 6,532 5,142 3,661 4,415 5,184

Lesen Kenderaan Bermotor dan Cukai Jalan / Motor Vehicle Licence and Roadtax 2,532 2,630 2,714 2,805 3,175

Dividen Bank Negara / Bank Negara Dividen 1,500 3,000 3,000 2,500 2,500

Lain-lain / Others 14,335 14,695 14,631 13,800 21,055

 Penerimaan Bukan Hasil/Non-Revenue 2,522 2,182 3,072 3,228 3,846

 Terimaan Bukan  Hasil / Non-Revenue Receipts 1,667 1,290 2,114 1,977 2,325

 Hasil Wilayah Persekutuan / 855 892 958 1,251 1,521

 Revenue from Federal Territories

220,626 219,089 212,421 220,406 236,460  JUMLAH HASIL / TOTAL REVENUE
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Recently, after the 14th General Election, the new Malaysian government has announced 

the implementation of Sales and Services Tax (SST) to replace the Goods and Services 

Tax (GST) effective from 1 September 2018 and starting from 1 June 2018 the GST goes 

zero-rated (New SST to come into effect Sept 1, 2018). This implementation took place 

due to promises made in the manifesto of Pakatan Harapan which replace the previous 

government (New SST to come into effect Sept 1, 2018). 

Malaysia had decided to abolish the GST and return to the previous tax system that is SST 

system (Transition to SST - lessons Learnt for future tax reforms, 2018). The changes are 

not only in the terms but includes the tax landscape in terms of providing a beneficial and 

critical lessons when significant reforms are contemplated in the future (Transition to SST 

- lessons Learnt for future tax reforms, 2018). The return to SST from GST has happened 

at breakneck speed as the new government needed to fulfill the 100 days manifesto as 

promised to the Malaysian citizen (Transition to SST - lessons Learnt for future tax 

reforms, 2018). 

As soon as the election over and the new government was taken in place, there was an 

announcement on the reduction of 6% GST rate to 0% and few weeks later, the 

reintroduction of SST was announced and to be implemented on 1 September 2018 

(Transition to SST - lessons Learnt for future tax reforms, 2018).There was potential 

impact when the GST was reduced from 6% to 0% on certain sectors. This 0% rated GST 

was only until the implementation of SST 2.0.  
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This period is phrase as a tax holiday period. During the tax holiday period, it has 

increased the purchasing power of the consumer in few major sector i.e. timber and 

plantation, property and automotive (A Tricky tax reversal to SST, 2018). 

SST is also known as Sales and Service Tax which comes in different act. The service has 

Service Tax Act 2018 and sales is Sales Tax Act 2018. Sales and Service Tax act comes 

with a different regulations and order (Royal Malaysia Customs Department, 2018).  Sales 

tax is a tax charged and levied on taxable goods manufactured in Malaysia by a taxable 

person and sold, used or disposed by him and on taxable goods imported into Malaysia. 

Sales tax is not charge on goods listed under the proposed sales tax order and certain 

manufacturing activities are exempted by the minister of Finance. Service tax is charged 

on any provision of taxable service, made in the course or furtherance of any business, a 

taxable person and in Malaysia. Service tax is not chargeable on imported services and 

exported services (Royal Malaysia Customs Department, 2018). 

SST is a single stage consumption tax levied on the manufacturer only on the supply of 

goods and services. Hence business and organization need to be prepared in the 

implementation of SST. This is mainly to avoid failure in complying with or meeting the 

SST requirement once being implemented. The failure in compliance can results in 

unpleasant consequences and penalties. 
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As such it is important for organization and business to conduct a planning during the 

transition period. This is mainly due to, the transition from GST to SST will have an 

impact on the business transaction such as information technology, finance and 

administration, sales and marketing. The transition also might cause some changes in the 

cash flow because of the nature of SST itself where it is a cost to business.  

GST collection was well complied due to the overall tax administration in establishing an 

integrated system and development of modern procedures based on voluntary compliance 

(Mansor, Rohana & Tayib, 2005). Inversely, SST system has been developed within the 

required period, so the compliance will be well complying by the taxpayers. 

However, the implementation of SST is very quick, and many issues had raised and need 

to be address. Hence, education and assistant from the authority as well as the participation 

from the public are essential. The main importance here are the clarity on the guideline, 

ruling and order of SST related matter plays an essential role. In fact, continuous effort is 

also needed to overcome the issues arise and to allows the government to successfully 

implement SST 2.0. 

This research is mainly conducted to identify the level of awareness, preparedness, and 

probable area of difficulties, level of acceptance, attitude and understanding towards the 

implementation of SST 2.0 in Malaysia. First, before proceeding with the problem 

statement, research questions, research objective and significance of the study, this thesis 

begins with some introduction about GST, Sales and Service Tax in Malaysia and the 

difference between SST and GST. 
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1.1 Goods and Services Tax (GST) in Malaysia 

In Malaysia Good and Services introduction was first announced in the budget of 2005 to 

replace the tax structure in Malaysia. The Malaysia structure will be affected in all sectors 

of business-like education, health, transport, manufacturing and services (Palil, Ramli, 

Mustapha, & Hassan, 2013). GST in Malaysia came into practice and fully implemented 

in 1st April 2015. 

GST system is applied at each stage of the supply chain from manufacturer to consumer. 

GST is considered as one indirect tax which means a single tax is applied on the supplied 

goods and services in the supply chain. A supply chain is start from Manufacturer to 

Distributor to Retailer and lastly consumer (Mansor & Illias, 2013). The GST system and 

structure can give benefits to everyone in the supply chain. Most country implements GST 

to replace various indirect tax systems with a very single tax system (Mansor & Illias, 

2013). In GST we gave two types of tax that is Output Tax and Input Tax. Input tax is 

incurred when manufacturer until the distributor purchase raw material or finished goods 

to be transmitted to end consumer (Alappatt & Shaikh, 2014).  

The Output tax is where been paid by the end consumer to the business for the purchase 

of goods and services the input tax that is paid from the manufacturer until the retailer in 

the supply chain is essentially claimable from the customs department of a country 

(Alappatt & Shaikh, 2014). 
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Thus, the final consumer bears the full amount of GST charged by the last dealer in the 

Supply Chain which set-off the benefits at all previous stages. The example of the process 

flow is as below: 

 

  

 

 

Figure 1.2: 
Structure of Goods and Service Tax 

Source: Malaysia Goods & Service Tax (GST), Royal Malaysian Customs Department  

 

The process flow illustration indicates that manufacturer until the retailer can claim back 

the GST, but the end consumer is not able to claim back the GST. Indirectly it is 

understood that GST is bear fully by the end consumer. GST is charged on the product 

and services that is produced locally and imported goods and services (Alappatt & Shaikh, 

2014). If the goods and services produced locally the GST is collected and paid to the 

Customs department of a country. But in the circumstances of the imported goods, the 

GST is collected at the point the goods are imported in a country.  

 

1.2 Sales and Services Tax (SST) 

Sales and Services Tax (SST) recently being implemented in Malaysia after the General 

Election 14. SST is the indirect tax that being imposed on the goods and services upon 

acquiring to the consumer. Further below, the detail of sales and service tax will be 

explained. 

Manufacture
r 

Consumer Distributor Retailer 

6% 6% 6% 

GST input tax claimable Consumer pays the 
Full amount of 6% 
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1.2.1  Sales Tax 

The Sales Tax is re-introduced in Malaysia by the way of Sales Tax 2018. Sales Tax is a 

single stage tax system ad valorem in which the tax is imposed on the taxable good that 

are being manufactured by an individual or by a company in Malaysia (except Labuan, 

Tioman, Langkawi and Joint Development Area) (Royal Malaysia Customs Department, 

2018). Moreover, Sales tax is also imposed on the goods if imported to Malaysia which is 

due and payable by the importer at the time goods are cleared from the customs 

department. Hence, sales tax is not charged to the goods listed under proposed sales tax 

(Goods Exempted from Sales Tax) Order. This is mainly due to certain manufacturing 

activities are exempted by the Minister of Finance through proposed Sales Tax 

(Exemption from Registration) Order. The diagram below shows on how Sales Tax 

process flow: 

  

 

 

 

 
 
Figure 1.3: 
Structure of Sales Tax 
Source: Sales and Service Tax, Royal Malaysian Customs Department  
 

In general, the Sales Tax rate would be 5% and 10% which is based on the taxable goods 

group as indicated in the provision. Sales tax is a single stage tax where it is only charge 

at the Manufacturer level. Manufacture means a conversion of materials by manufacture 

Manufacturer Consumer Distributor Retailer 

Element of Sales tax embedded 
in the price paid by consumer 

Government collects tax 
at the manufacturer’s 

level only 
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or mechanical means into a new product by changing the size, shape, composition, nature 

or quality of such materials and includes assembly of parts into a price of machinery or 

other products. Manufacture does not include the installation of machinery or equipment 

for the purpose of construction (Royal Malaysia Customs Department, 2018). The RMCD 

taxes the manufacturer mainly due to the easier management of the administrative issues 

arises like when sales tax is collected from the manufactures and finally the sale prices is 

easier to be determined at the manufacture’s level for tax purposes. Secondly, collections 

of tax from the manufacturer are generally higher as compared to the retailer and 

wholesaler level. In additional, fewer problems will be encountered as there are fewer 

numbers of manufactures as compared to wholesales and retailer. 

1.2.2  Service Tax 

Service Tax on the other hand is re-introduced in Malaysia by the way of Service Tax Act 

2018, Service Tax Regulations 2018 and Service Tax Order 2018.  Service tax is levied 

on any provision of taxable services provided by any taxable person in the course or 

furtherance of business in Malaysia. A service provider shall be liable registered under the 

Service Tax Act 2018. Service Tax is like Sales Tax where Service Tax is applicable 

throughout Malaysia except Langkawi, Labuan, Tioman and Joint Development Area. 

Service tax is taxable on the imported services and exported services (Royal Malaysia 

Customs Department, 2018). 
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The taxable services that would include in the provision are hotel, insurance and takaful, 

forwarding agents, electricity, credit card, service of food and beverage preparation, 

courier service, telecommunication services and accounting services. The figure below 

shows the process flow of Service tax:  

 

 

 

 

 

 

 

 

 

 

Figure 1.4: 
Structure of Service Tax 

Source: Sales and Service Tax, Royal Malaysian Customs Department  
 

In general, the Service tax rate is fixed at 6% for all the taxable service. Furthermore, 

provision of credit card or charge card services has a specific rate of tax of RM25 upon 

the issuance of principal or supplementary card and subsequent year or part thereof. 

Service tax is also a single stage tax as compared to Multi-Stage Tax. The Service Tax is 

only collected at the start level by the government. Service Tax is charged on actual value 

of taxable service provided to consumer. 

The chargeable person for Service Tax is subject to any taxable person who includes 

individual, a firm, and an association of person, a company and every other judicial person 

who carries out business providing taxable services. 

Government collects tax 
once (at the start level) 

Government collects tax 
once (at the start level) 

.only 

Businesses 

es 

Consumer 

Tax Rate = 6% 

es 
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1.3  Differences between GST and SST 

 
GST involves in the whole supply chain (refer Figure 1.2) and it is a multiple stage tax 

system. SST is different from GST where it is a single stage tax system and only imposed 

at one stage (refers Figure 1.3 and 1.4). Currently GST is imposed at 6% and Sales Tax at 

5% or 10% and Service Tax at 6%. The table below shows the comparison between GST 

and SST. 

Table 1.2:  
Comparison between GST and SST 

 

Items GST SST 
Concept - Value added and multi-

stages tax 
- Imposed on output stage (only 

one stage) 
Pricing methodology - Price inclusive of GST - Price exclusive of SST, as it 

operates as an on to selling price 
Rates - 6% - Multiple rates covering different 

categories of goods and Service 
- Sales Tax – 10% or 5% 
- Service Tax – 6% 

Advantages - Never a cost to business 
(input tax available upon tax 
invoice received) 

- Business friendly 

- Simple and straight forward 
- No refund issues to business 

operators. 
- Focused and narrow scope 
- People friendly 

Disadvantages - Wide coverage and 
comprehensive 

- Refund is an issue 
consideration or GST 
registration 

- GST is imposed eventually 
on price sold to customer 
despite having input tax 
credit, resulting in cascading 
prices 

- SST is a business cost. 
- Deduction is based on sales 

(matching principles) 

Source: Dr Choong Kwai Fatt, The Star Graphic (2018) 
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SST comprises of two legislations as compared to GST. The sales is imposed on the 

manufacturing sector as governed by the Sales Act 2018 while service tax is imposed on 

the selected service sectors with one of the most notable ones being the food and beverage 

service providers (GST vs SST. Which is better, 2018). 

1.4 Problem Statement 

The Malaysian Small Medium Enterprises (SMEs) are concerned with the SST impact on 

their organization. The SMEs argue that implementation of SST will cause a huge problem 

in the operating cash flow for many organization due to unable to claim back the input tax 

which is notoriously slow (Malaysia needs time to adjust to SST, 2018). In addition, there 

would be an impact on the transition on the organization as more cost would be incurred 

to upgrade the software (Malaysia needs time to adjust to SST, 2018). There are also issues 

arise where the organizations are not clear on the policies implemented and the exempted 

goods (Confused over SST, 2018). 

Furthermore, the Malaysian Employers Federation fell that SST Act was rushed through 

the parliament which led to little time in understanding it mechanism. They suggested that 

a longer gestation period should be given to business (Confused over SST, 2018). The 

professionals claim that there would be increase in price which is due to factors such as 

the weakening of ringgit (Confused over SST, 2018). 

Hence there would be some adverse impact on SMEs on the implementation of SST 2.0. 

Moreover, under SST there is a need to maintain a proper accounting record and 

documentation as the enforcement from the customs department would conduct an audit 
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periodically to ensuring a proper compliance of SST. The government predicted that 

Malaysia will take two to four years to adjust to the new Sales and Tax System (Malaysia 

needs time to adjust to SST, 2018). Moreover, it was also said that SST will still impose 

some financial impact on the “rakyat” (Malaysia needs time to adjust to SST, 2018). 

A desired situation shall be created so that all the Malaysian Taxpayers would overcome 

this issue and to avoid further complains and arguments on the new system in the future. 

As an example, the SMEs should be aware and prepared on the SST implementation such 

as the upgrading of the system and gain clarity on the process of the new tax system and 

law. As this is a new system introduced and not yet reflects the outcome or feedback, 

therefore, this study attempts to explore the level of understanding, preparedness, 

awareness, attitude, probable area of difficulties, and acceptance of the SMEs in Malaysia.  

1.5 Research Question 

What is the level of acceptance, awareness, attitude, understanding, preparedness and 

probable area of difficulties towards SST Implementation among SMEs in Malaysia? 

 

1.6 Research Objectives 

To determine the level of acceptance, awareness, attitude, understanding preparedness and 

probable area of difficulties towards SST Implementation among SMEs in Malaysia. 
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1.7 Significant of the study  

SST is seen by the Malaysian Government as an alternative to diversify its revenue after 

the abolishment of GST since 1 June 2018. Malaysia in this respect can be categorized as 

the first country that re-introduces SST in the country. Moreover, SST is just being 

implemented in Malaysia, so no study has been conducted on the issues raised to the 

knowledge of researcher. Hence, this study is among the earliest on SST by focusing on 

the perception of SMEs taxpayers towards the implementation of SST 2.0 in Malaysia. 

This study is vital as it can play a role in understanding the factors that lead the taxpayer’s 

perception towards the implementation of SST. It attempts to examine the role taxpayer 

level of understanding, awareness, probable is of difficulties, attitude, level of acceptance 

and preparedness in the implementation of Sales and Service Tax. Understanding the 

general theory of SMEs behavior can help the revenues authority to shape and manage the 

compliance program in a strategic way. In the same way, understanding the factors that 

drive specific compliance behavior is essential to guide the selection of appropriate 

treatment strategies. 
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1.8 Scope and Limitation of the Study  

The primary goal of a revenue authority is mainly to collect on the taxes and duties payable 

in accordance with the law and this need to be implemented in such a way that can sustain 

the confidence level of the taxpayers in the taxation system and its administration. 

Moreover, the guidance will be provided by the government on the laws and regulations 

for the sales and service tax 2.0. This study recognizes the perception of SMEs on the 

implementation of SST 2.0 after the abolishment of GST which is implemented in the year 

2015. The research variable included in the research is to investigate which factor is the 

most concern area for the taxpayers. This study will further explore the SMEs perception 

on the SST implementation through the independent variables such as level of acceptance, 

awareness, attitude, understanding preparedness and probable area of difficulties. 

The main limitation in these studies is the feedback on the questionnaire distributed to the 

SMEs and time consuming to distribute and receiving the reply. The constraint is also due 

to the limited area of respondent. The second limitation is the theory to be used in the 

study as there are lacks of studies for the research variables of the thesis. There is also 

constraint on the previous literature and empirical studies on SST as it is been 

implemented for two months only. This had caused the lacking in the literature and past 

studies published. Lastly, there are also constraining on the access to the organization as 

this study mainly focus on the SMEs organization. So, this limited access resulted in 

difficulty in distributing the questionnaire and getting feedback. 
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1.9 Definition of Key Terms 

Sales Tax: Sales tax is a single stage tax that been levied on imported and locally 

manufactured goods, either at the time of importation or at the time the goods are sold or 

otherwise disposed of by the registered manufacturer (Royal Malaysia Customs 

Department, 2018). 

Service Tax: Service tax is imposed on any provision of taxable services, made in the 

course of furtherance of business by a taxable person in Malaysia. Service tax are not 

chargeable on the services that being imported and exported (Royal Malaysia Customs 

Department, 2018). 

Goods and Service Tax: Goods and Services is a taxation (GST) system that is applied 

at each stage of the supply chain from manufacturer to consumer. GST is considered as 

one indirect tax which means a single tax is applied on the supplied goods and services in 

the supply chain. A supply chain is start from Manufacturer to Distributor to Retailer and 

lastly consumer (Mansor & Illias, 2013).  

Small Medium Enterprise (SME): In 2005 the National SME Development Council 

(NSDC) laid out two main criteria to define the SME that are annual sales turnover and 

number of employees. Those criteria were to be adopted by all government ministries and 

agencies along with the financial institution. 
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Manufacturer: Manufacture here can be defined as conversion of material by manual or 

mechanical means into a new product by changing the size, shape, composition, nature or 

quality of such materials and includes the assembly of parts into a piece of machinery or 

other products. (Anonymous, Proposed Sales tax Implementation Model, 2018). 

 1.10 Organization of the Project Paper 

This chapter is the introduction to the study context and explanation of the research 

problems, it covers the research objective which consists of the research objective, 

research questions, significant of the study on SST and scope and limitation of the 

research. Chapter two outlines the brief overview on GST, the explanation on the 

mechanism of SST. Further discussion on the Budget 2019 on the SST also was included 

to see the proposed changes. Chapter three outlines the review of relevant literature of this 

research topic. The literature review will cover the definition of terms used in this research 

and the review of relevant theoretical model. Chapter four describes the overview of the 

research methodology that will be applied in the research. These includes research design, 

data collection methods applied in this study, sampling design, research instrument used, 

explanation on constructs measurement, data processing and data analysis. Chapter five 

shows the results of the analysis will be presented through descriptive analysis and scale 

measurement in chapter five. Eventually, constructive discussion and conclusion will be 

in the last chapter. This chapter will summarize the statically analysis, discuss the main 

findings, implication of the results of the study, point out the limitations of the study and 

provide recommendation for future research. 
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CHAPTER TWO 

OVERVIEW OF SALES AND SERVICE TAX 

 

2.0  Introduction 

This chapter will be further discussed on the mechanism and theory of sales and service 

tax and its characteristic, the overview of Goods and Services Tax (GST) and Sales and 

Services Tax (SST) system in other countries. In additional, the proposed changes on sales 

and service effective January 2019 will be discussed to have a depth understanding on the 

future tax system in Malaysia. 

2.1 Overview of GST  

GST implemented in all countries is almost similar from the structure wise and the process 

flow of the GST collection and remittance to or from the manufacturer, distributor and 

Royal Customs Department of a country. As in all country they practice mainly two types 

of tax like the Output Tax and the Input Tax by the Business. The differences of both the 

tax and the practice of the both taxes are as below: 

 

 

 

 

 

Figure 2.1:  
Differences of type of Goods and Service Tax 

Taxes by Business 

Output Tax 

-GST charged for your 
customer for good and 
services you sell 

Input Tax 

-GST paid on your business 
purchase  
(Example local Purchases 
or imported goods) 
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In the Basic GST process, net GST from the differences from the output tax and input tax 

is either remitted to the royal customs or claim back from the Royal Customs. This is only 

applicable from the manufacturer until the retailer in the supply as the Figure 2.1. The net 

of tax is calculated as below: 

i- Output Tax – Input Tax = Net GST (+)   

This equation explains that the output tax is larger than input tax, so company has 

to remit the net GST to the Royal Customs. 

ii- Output Tax – Input Tax = Net GST (-) 

These equations explain that the input tax amount is larger than output tax, so 

company can claim back the excessive tax from the royal customs department. 

 

From the above equation, it could be understanding that manufacturer until the retailer can 

claim back the GST, but the end consumer is not able to claim back the GST so by this 

we understand that GST is bear fully by the end consumer. GST is charged on the product 

and services that is produced locally and imported goods and services. If the goods and 

services produced locally the GST is collected and paid the Customs department of a 

country. But in the circumstances of the imported goods, the GST is collected at the point 

the goods are imported in a country. Moreover, they are categories of good which is 

taxable and non-taxable, and all the countries have the similar category of those tax. The 

four categories of the tax are as below table: 
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Table 2.1:  
Category of Tax 

 

 

 

 

2.2 Overview of SST 2.0 

SST 2.0 is imposed on the goods and services that are being traded to the consumers. In 

general, the taxes are being paid by the end consumers who purchase the goods and 

services. SST is considered an indirect tax that been imposed on the consumer (Kesner, 

2005). It is also a consumption tax because taxes are only paid when being consume by 

the consumers. The seller is however responsible in the collection of the indirect taxes and 

paying it to the customs department. The seller is an intermediate between the consumers 

and customs department. SST is a single stage consumption tax, levied, charge and paid 

on goods manufactured in Malaysia and imported. The SST regime in Malaysia has been 

proposed effective from the date of 1st September 2018. SST is being re-introduced in 

Malaysia, so it is considered as SST 2.0 (Malaysia : Sales and Service tax regime , 

proposed effective September 2018, 2018). 

On the 31st July 2018, it was the latest step in abolishing the GST and returning to the 

familiar SST regime. The Ministry of Finance tabled the following Bills to the Dewan 

Rakyat for the first reading: 

Category of Tax Tax Rate and Explanation 
Standard Rated 
Supply 

- 6% (Depending on country Tax Rate) – Taxable 
for the supplied of Goods and Services 

Zero Rated 
Supply 

- 0% - Not Taxable for the Supplies of Goods and 
Services 
 

Exempt Supply - Nil – Not Subjected to Tax 

Out of Scope - Nil – Not Subjected to Tax 

Taxable 

Supply 

Non - Taxable 
Supply 
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i) Goods and Service Tax (Repeal) Bill 2018 

ii) Sales Tax Bill 2018 

iii) Service Tax Bill 2018 

iv) Customs (Amendment) Bill 2018 

v) Free Zones (Amendments) Bill 2018 

 

The SST bills are much like the previous legislation that was gazette when the introduction 

of GST.  This can give benefit for the companies who have been familiar with taxes 

particularly in the mechanism like on the registration, collection and payment and, the 

theoretical understanding. This benefit can make the implementation period to be shorter 

and simple. The main notable changes from the previous SST framework are registration 

of threshold of RM 500,000; the sales tax has a more define term on manufacture and 

expansion of the exempted good and lastly the services tax on the list of taxable services 

and some removal. Business must undertake a proper process flow in order to implement 

SST which includes the assessing the impact on people, processes and systems in 

complying with the new SST legislation and ensuring the adherence towards the relevant 

regulations (Sales Tax and Service Tax 2018 - Managing the Transition, 2018). Below are 

the regulatory milestones for the new SST implementation in Malaysia. 
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              1st week of Aug – Tabling         27 Aug – Royal Assent          1 Sep 2018 
             Of the bills to Dewan Rakyat      and Gazette                                      SST 
                                                                                                                  Implementation 

 

 

August’2018                20 Aug – Tabling to                      28 Aug - Gazette on 
                                      Dewan Negara                              subsidiary legislation  
Figure 2.2:  
Milestones of SST Implementation 
Source: Take 5: Sales Tax and Service tax – Managing the transition (2019) 
 
 
 

Based on the milestone above (Figure 2.2), SST was proposed on August 2018 and fully 

implemented on 1st September 2018. The SST have a separate and new act which is the 

Sales Act 2018 and Service Act 2018. The SST return and payment will go live on 1st 

October 2018. There are few latest developments for SST 2018 likes MySST Portal, SST 

Guides (Industry and Specific), Director Generals’ Decisions and Electronic return 

submission and payment. There are few key differences between current SST Act 2.0 and 

the previous SST Act 1.0. The main differences are as follow (Kong, 2018): 

i) Registration threshold of RM500,000 for sales tax for manufacturer 

ii) A more concise definition of Manufacture 

iii) Expansion of the list of exempted  

iv) Expansion of the list of exempted goods and inclusion of Special Areas (SA) 

v) Registration of threshold of RM500, 000 for taxable service provider and 

restaurant and eateries threshold above RM1 million for service tax. 
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Further the Mechanism and Characteristic of Sales Tax and Service will be discussed in 

more depth for better clarification on the process flow. 

 

2.2.1  Sales Tax 

Sales tax is the tax that being imposed on the good upon purchases by the consumer. The 

mechanism of sales will be further elaborated for a deeper understanding. Sales tax is a 

single stage tax that been levied on imported and locally manufactured goods, either at the 

time of importation or at the time the goods are sold or otherwise disposed of by the 

registered manufacturer (Guide on Transitional Rules, 2018). Manufacture here can be 

defined as conversion of material by manual or mechanical means into a new product by 

changing the size, shape, composition ,nature or quality of such materials and includes the 

assembly of parts into a piece of machinery or other products (Proposed Sales tax 

Implementation Model, 2018). However, manufacture does not include the installation of 

machinery or equipment for the purpose of construction. 

If the manufacturer yearly threshold exceeds RM500, 000 for 12 months period they are 

liable to be registered.  The tax return is submitted in the bimonthly taxable period and 

SST return must be submitted electronically or by post to SST processing Centre. The 

Sales tax rates that were implemented are 5% and 10%. The determination of Sales tax 

rate is based on the goods classification and the goods are classified according to the 

Harmonized System under the International Convention on the Harmonized Commodity 

Description and Coding System (HS codes).  



25 
 

So, the goods sales tax rate based on HS Codes and it is very crucial to assign a proper HS 

Code to each of the products to ensure accuracy of the sales tax rate being applied.  The 

determination of the sales tax rate is as below in Table 2.2: 

Table 2.2: 
Sales Tax Rate Determination 

 

Exempted from sales tax Sales Tax rate: 5% Sales tax rate: 10% 

 
• Goods listed under Sales 

Tax (Goods Exempted from 
Tax) Order 2018 

 
• Goods listed under 

Sales Tax (Rates of 
Tax) Order 2018 

 
• Goods not listed under the Sales 

Tax (Goods Exempted from Tax) 
Order 2018 and Sales Tax (Rates 
of Tax) Order 2018. 

 

There are certain goods that are exempted from Sales tax and some manufactures are liable 

to register under the sales tax. The rates of 10% and 5% sales tax would be applied on the 

goods. The flow below (Figure 2.3) illustrates the Sales tax computation based on the 10% 

rate. A supplier would not charge 10% tax on the manufacturer and sells the raw material 

at the initial cost at RM100. The manufacturer will add RM100 value to the product and 

with a sales tax of 10% at RM220 and sells it to the retailer. The manufacturer needs to 

remit the RM20 (Sales Tax) to the customs department. The retailer would not charge 

sales tax but the 10% is already inclusive in the selling price and the sales tax of RM20 is 

paid by the consumer. So, in total only RM20 of sales tax been remitted to Customs 

Department. 
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Figure 2.3: 
Example of Sales Tax Computation at 10% Rate 

 

2.2.1.1    Exemptions and Facilities under Sales Tax Act 2018 

There is exemption under the Section 35 of Sales Tax can be categorized into Specific 

exemption or exemption by order of the minister. Specific exemption are for the person 

or class that may apply to the minister to be exempted from the payment of the whole or 

any part of the sales tax which have been payable by such person or class of persons 

(General Guide On Sales Tax - V3, 2018). 

 

 

Consumer
Final Price = RM330 RM0 + RM20 = RM12

Retailer (50% Profit Margin)
RM330 x 0% =RM0 RM0

Manufacturer ( 100% profit margin)
RM200 x 10% = RM20 RM20

Supplier ( Initial cost of goods sold : RM100)
RM100 x 0% = RM0 RM0

Sales Tax Stages
Sales Tax Paid (10%) Sales Tax Collected by Customs (RM)
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Exemption by order is exemption on any class of goods from the whole or any part of the 

sales tax and exemption on any person or class of person from the payment of the whole 

or any part of the sales tax. The order for exemption is divided into two. First is the 

exemption under Schedule A of the Sales Tax (Goods Exempted from Sales Tax Order 

2018 where the goods are exempted from sales such as animals, unprocessed food, 

vegetable, medicines and machinery (General Guide On Sales Tax - V3, 2018). Secondly 

is the exemption under schedule A, B and C the Sales Tax (Person Exempted from Sales 

Tax) Order 2018. The schedule exemption is as per below: 

i- Schedule A – A person or class of persons exempted from payment of sales tax 

ii-  Schedule B –A manufactures that is being exempted from being registered or sales 

tax due to the goods acquired are non-taxable goods. 

iii-  Schedule C – A manufactured that being registered and exempted from sales tax 

on the acquired raw material to manufacture taxable goods. 

There are manufacturers are exempted from registration that is mainly due to the 

manufacturing activities instead of the annual turnover. The activities are like tailor, 

jeweler, engraving and many more (General Guide On Sales Tax - V3, 2018). 
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2.2.1.2    Special Rules for Sales Tax 
 

Special rules can be interpreted where under the part IX of the Sales Act 2018, Malaysia 

exclude the designated area and the special area. Designated area is not deemed outside 

Malaysia which includes Labuan, Langkawi and Tioman. Special area can be further 

explained as the area that includes any free zone, licensed warehouse, and licensed 

manufacturing and joint development areas. The treatment of sales tax as follows (General 

Guide On Sales Tax - V3, 2018): 

i- Treatment in Designated Area (DA) 
 
Table 2.3: 
Treatment in Designated Area 

 

Designated Area (not deemed 
outside Malaysia) 

Labuan, Langkawi and Tioman 

Manufacturing activities in 
Designated Area 

Proposed Sales Tax Act does not apply to DA except petroleum 

Importation into Designated 
Area (world to DA) 

Exemption from Sales Tax Except” 
-Langkawi: Importation of marble, petroleum and anchovies. 
-Tioman:  Importation of petroleum and motor vehicles 
-Labuan: Importation of petroleum 

Removal of Goods -From PCA to DA – deemed export and no sales tax applicable 
-From DA to PCA – deemed import and subject to sales tax 
-To/from DA to DA – Not subject to Sales Tax 
-To/from DA to SA –Not Subject to Sales Tax 
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ii- Treatment in Special Area (SA) 
 
Table 2.4: 
Treatment in Special Area 

 

 

 

2.2.2 Service Tax 
 

Service tax is the tax that being imposed upon the receiving of a service from a service 

provider likes restaurant, hotel, and etc. The mechanism of service will be further 

elaborated in the research. Service tax is imposed on any provision of taxable services, 

made in the course of furtherance of business by a taxable person in Malaysia. Service tax 

are not chargeable on the services that being imported and exported (Guide on Transitional 

Rules, 2018). Management service can be further defined as organization and coordination 

of activities of a business in order to provide services to the clients and their activities are 

not categorized under any specific taxable services. The management services activities 

consist of organizing, supervising, monitoring, planning, controlling and directing 

business resources in terms of human, financial, technology, physical and other resources 

(General Guide on Service Tax - V3, 2018). 

Special Area (not deemed 
outside Malaysia) 

Free Zone, Licensed Warehouse, Licensed Manufacturing 
Warehouse and Joint Development Area (JDA) 
 

Manufacturing activities in 
Special Area 
 

Proposed Sales Tax Act does not apply to SA 

Importation into Special Area 
(world to SA) 

Generally, not subjected to Sales Tax except for goods in the free 
zone which may be subjected to Sales Tax provided in the proposed 
Special Area Order. 
 

Removal of Goods -From PCA to SA – deemed export and no sales tax applicable 
-From SA to PCA – deemed import and subject to sales tax 
-To/from SA to SA – Not subject to Sales Tax 
-To/from SA to DA –Not Subject to Sales Tax 
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The rate of service tax that being imposed under the Service tax (Rate of Tax) Order 20118 

is 6%. There is fixed rate of service tax being imposed on the credit and charge car of RM 

25 per year. This RM25 is chargeable upon the issuance of those cards. A person is taxable 

under the Section 12 of the STA 2018 as any person being prescribed under the taxable 

person. Furthermore, taxable person can be any group of individuals, company, enterprise, 

partnership, club, trust body, co-operative society, association and many more. There are 

various categories of taxable services being listed under the First Schedule of Service Tax 

Regulation 2018. The categories and the threshold are as per below (General Guide on 

Service Tax - V3, 2018): 

a- Accommodation – Threshold: RM500,000 

b- Food and Beverage – Threshold: RM1,500,000 

c- Night Clubs, Dance Halls, Health and Wellness Centers, Massage Parlors, Public 

House and Beer Houses: Threshold: RM500,000 

d- Private Club – Threshold: RM500,000 

e-  Golf Club and gold driving range – Threshold: RM500,000 

f- Betting and gaming services – Threshold: RM500,000 

g- Professional services Threshold: RM500,000 

h- Credit card or Charge Card Service – No threshold specifies 

i- Other Service Providers – Threshold: RM500, 000 unless otherwise indicated. 
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Below (Figure 2.4) is the computation of Service tax of 6%. Based on the computation, 

service tax is directly imposed on the final price and the tax is not inclusive in the price. 

The service tax is considered as a transparent tax. The Restaurant charge a 6% service tax 

on the total food and beverage consume. The total Service tax would be RM6 and the 

consumer must pay initial price RM100 and addition RM6 for service tax. So, in total 

RM6 will remit to the customs department by the restaurant’s owners or taxable person. 

 

 

Figure 2.4: 
Example of Service Tax Computation at 6% Rate 

 

2.2.2.1   Exemption and Facilities under the Service Tax Act 2018 

The exemption that been provided under the Service Tax Act 2018 are the Intra Group 

Services. Intra group services are the services provided within companies in the same 

group of companies and the services falls under the category G (a, b, c,d,e,f,g,h,or i) but 

this excludes the employment agency and private agency. The taxable services that are 

provided within this group of companies are not subject to service tax.  The companies 

can be eligible for this exemption if one company has a direct control on another company, 

or the company holds indirectly through subsidiaries of another company or together 

directly and indirectly from subsidiaries more than 50% issued share capital or from 20% 

Consumer ( Final price is charged directly to the consumer by the restaurant)

RM100 x 6% = RM6 RM6

Service Tax Stages
Service Tax Paid (6%) Service Tax Collected by Customs 

(RM)
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to 50% issue share capital of the second company. If this clause is meets, the companies 

can be classified as a company within a group of companies (General Guide on Service 

Tax - V3, 2018). The facilitates that been provided under the service tax act is where a 

registered person is allowed to deduct service tax in his return for any cancellation and 

termination of services or any other reasons such as reducing premiums or discounts 

(Proposed Service Tax Implementation Model, 2018). 

2.2.2.2   Special Rules for Service Tax 

 

Special rules can be interpreted based on the part VIII of the Service Tax Act 2018 where 

Malaysia excludes the designated area which Labuan, Langkawi and Tioman and special 

areas like Free Zone, Licensed Warehouse, Licensed Manufacturing Warehouse and Joint 

Development Area. This area is not subject to sales tax except accommodation, 

telecommunication services, domestic flight between designated area, customs clearance 

and provision for food and drink. The treatment of service tax in the both areas is as below 

table (Guide on Transitional Rules, 2018): 
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i- Treatment in Designated Area (DA) 
 

Table 2.5: 
Treatment in Designated Area 
 

 

 

 
ii- Treatment in Special Area (SA) 
 
Table 2.6: 
Treatment in Special Area 

 

 

 

 

 

 

Designated Area (not deemed 
outside Malaysia) 

Labuan, Langkawi and Tioman 

Services provided between and 
within Designated Area 

Not subject to service except prescribed by Minister. 

Provision of Services -From PCA to DA – subject to service tax except prescribed by 
Minister 
-From DA to PCA – Subject to service Tax 
-To/from DA to SA –Not Subject to Service Tax except provision 
for air transport services, telecommunication services and clearing 
good from customs control in SA. 

Special Area (not deemed outside 
Malaysia) 

Free Zone, Licensed Warehouse, Licensed Manufacturing 
Warehouse and Joint Development Area (JDA) 

Services provided between and 
within Special Area 

Not subject to Service tax except prescribed by Minister. 

Provision of Services -From PCA to SA – subject to service tax except prescribed by 
Minister 
-From SA to PCA – subject to service tax 
-To/from SA to DA –Not Subject to service tax  
- From PCA (other than SA) to FZ or LMW – subject to service 
tax 
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2.2.3  Budget proposal on SST 2.0 – Effective 1st January 2019 

 

The Malaysian SST has been going live almost two months since the implementation on 

1st September 2018. In this period of two months, there are many challenges being faced 

by business and taxpayers. Some of the challenges faced are in managing the SST issues 

and its compliance. Since the implementation of SST in Malaysia was been done within a 

shorter time of period so many issues had raised, and it is the government responsibilities 

to ease some of the issues. In the Budget of 2019, the government had announced some 

new establishment and enhancement to be implemented to ease the problem in the 

implementation of SST. The enhancement and establishment are as follows: 

 

2.2.3.1   Service tax exemptions for specific business-to-business (B2B) 

Currently, the Service Tax is a single-tier-tax system at source which should not be levied 

multiple times on the same service provided in the business supply chain. Moreover, the 

single-tier advantage is a lost in some of the industries where sub-contracting is a common 

practice. In the budget 2019, it was proposed that the government will grant Service tax 

exemptions for specific business-to-business (B2B) transactions. The implication of this 

proposal is mainly to avoid tax cascading effect of Service tax on specific industries. 

Secondly, this proposal is to reduce the cost of doing business and lastly to protect the 

competitiveness of local services industries (Gomez, 2018). The differences can be further 

seen in the Figure 2.5 below: 
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Figures 2.5: 
Differences between Current and Proposed Service Tax Exemption for Specific B2B 
Source: 2019 Budget and Tax Conference by Ernst and Young 

Based on the figure above, with new proposed Service Tax Exemption, consumer would 

incur less cost on the purchases of the service as compared to the current flow in the 

Supply chain. 

2.2.3.2   Introduction of credit system for Sales Tax 

 

Currently, small manufactures purchases imported goods from the international traders 

with the inclusion of sales tax embedded in the price of the goods. Hence, registered 

manufactures are able to apply for exemption related to the sales tax by using Schedule 

C: Sales Tax (Persons exempted from Payment of tax) Order 2018. In the budget 2019, it 

was proposed that Sales tax deduction will be introduced which will be likely to be like 

the credit system available under the previous sales tax regime.  
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This proposal can give implications where manufacturers are able to claim the sales tax 

that been embedded in the price of goods which will be more a tax-efficient environment. 

Furthermore, the proposed credit system is applicable for Small Manufactures. The 

definition of small manufacture is yet to be defined (Gomez, 2018). Below (refer Figure 

2.6) shows the process flow of the introduced credit system of Sales tax: 

 

Figures 2.6: 
Introduction of credit system for Sales tax 
Source: 2019 Budget and Tax Conference by Ernst and Young 

 

Based on the above figure, the process flow indicates that small manufacturer can claim 

back the sales taxes imposed on the importation so the manufacturers are able to claim as 

a credit which eventually will reduce the cost of doing business. 
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2.2.3.3   Treatment of Service Tax on Imported Service (B2B) 

 

Currently, there is no requirement by the Act for business to account for Service tax on 

the service acquired from foreign countries. In the Budget 2019, it was proposed that a 

new provision shall be introduced to requires the business that acquire services from 

outside Malaysia shall account, declare and pay service tax. The implications on this 

proposal would be likely increase in the cost of business because the sales tax cannot be 

claimed as input tax credit, this levels the services provided by local and foreign and lastly 

there would be complication for non-registered recipients (Gomez, 2018).  

Below is the diagram for the treatment flow and it indicates that the business needs to pay 

6% tax on the services provided and it cannot be claimed as input tax credit. This will 

increase the cost of doing business. 

Figure 2.7:  
Treatment of Service Tax on imported services (B2B) 
Source: 2019 Budget and Tax Conference by Ernst and Young 
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2.2.3.4    Treatment of Service Tax on Imported Service (B2C) 

Currently, there are no requirements for online service providers from foreign countries 

to register and charge service tax to consumer in Malaysia. In the Budget 2019, the 

government had announced that a new provision will be introduced which requires foreign 

company which provides online services to register with the customs department and 

charge service tax to the consumer. Example of online services is Netflix. The 

implications of this new provision would be it would higher cost for consumers and it can 

level the services provided by local and foreigners (Gomez, 2018).  

Below is figure (refer Figure 2.8) on the process flow on service tax on imported services 

for B2C. The diagram indicates that consumes must incur extra expenses when acquiring 

the online services. 

Figures 2.8: 
Treatment of Service Tax on imported services (B2C) 
Source: 2019 Budget and Tax Conference by Ernst and Young 
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2.3  Conclusion 

This chapter had discussed in brief on Goods and Service Tax Mechanism. Moreover, in 

depth discussion was made on the Mechanism and Proposed amendments on SST 2.0. An 

example of different countries sales tax was discussed to have a brief understanding on 

the tax system in other countries. Literature review pertaining to the theory or model used 

and the independent will be discussed in depth. 
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CHAPTER THREE 

LITERATURE REVIEW 

 
3.0  Introduction 

This chapter will be further discussed on the literatures pertaining to the research variables 

of the study. Furthermore, the definition of each variable as well as the Small and Medium 

Enterprises (SMEs) will be discussed in depth. 

3.1  Sales and Service Tax (SST) 

A study about SMEs perception of GST implementation in Malaysia was conducted by 

Ahmad, Ismail and Halim, (2016). The research was mainly about GST which the 

Malaysia government had implemented in the year 2015. Currently, after the 14th General 

Election, the Pakatan Harapan had abolished GST as part of their manifesto and 

implemented SST. Since there are no benchmark available as the implementation only 

taken place on 1st September 2018, it could not be determined whether SST is properly 

implemented and the perception of SMEs. Furthermore, the past studies concentrated 

more on the scope of GST. 

 

3.2  Small Medium Enterprises (SMEs) 

Previously, in Malaysia there is no standard definition on Small and Medium Enterprises 

(SMEs) in relation to tax. Various agencies and banking institution define SMEs 

according to their own standard rather than a proper definition. There is no generally 

acceptable definition of an SMEs because classifying a business as large scale is a 
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subjective and a qualitative judgment (Kenneth, William, Lutabingwa, & Jesse, 1997). 

However, in 2005 the National SME Development Council (NSDC) laid out two main 

criteria to define the SMEs that are annual sales turnover and number of employees. Those 

criteria were to be adopted by all government ministries and agencies along with the 

financial institution. These criteria also applied to all SMEs of various sectors, agriculture, 

manufacturing and services (Guideline for New SME Definition, 2013). NSDC also was 

established to ensure a more comprehensive and coordinated development of SMEs in 

Malaysia. 

A business can qualify as an SME if it meets either one of the two specified criteria which 

is mainly the sales turnover and number of full-time employees, whichever is lower. In 

addition to the qualifying criteria, sales turnover and full-time employees, there are 

additional condition to be fulfilled such as types of establishment, shareholding structure, 

and subsidiaries of firms (Guideline for New SME Definition, 2013). The details 

definition of SMEs is as per Figure 3.1: 
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Figure 3.1: 
Detailed definition of category namely micro, small and medium Enterprises 
Sources: http://www.smecorp.gov.my/index.php/en/policies/2015-12-21-09-09-49/sme- definition 
 
 
If a business fulfils either one criterion across the different sizes of operation, then the 

smaller size will be applicable. For example, if a firm’s sales turnover falls under 

microenterprise but employment falls under small, so the business will be deemed a 

microenterprise. SMEs accounts for majority of firms in developing countries like 

Malaysia. In fact, it contributes immensely to employment and the overall GDP of the 

nation. SME play a very vital role in the Malaysia economy. SMEs are generally regarded 

as the drivers of economic growth, job creation and poverty reduction in developing 

countries. It has been the means through which rapid economic growth and 

industrialization have been achieved (Shamsuddin, Seagaran, Rajasegaran, Keshenan, & 

Selvam, 2016).   

 

http://www.smecorp.gov.my/index.php/en/policies/2015-12-21-09-09-49/sme-%20definition
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Generally, SMEs contributed almost 36.6% of Gross domestic product (GDP), 65.3% of 

employment and 18.6% of exports (SME Statistics, 2016). Based on the statistic, SMEs 

made up about 98.5% business establishment in Malaysia. The contributions mainly are 

from microenterprise 76.5%, small 21.2% and medium 2.3% (Small & Medium 

Enterprises, 2016). The figure below (refer Figure 3.2) of SME in Malaysia by state. 

 

Figure 3.2:  
Overview of SMEs in Malaysia by state    
Source: Economic Census 2016, Department of Statistics Malaysia (DOSM) 
 
 
The figure above indicates that Selangor has the higher percentage of SMEs that is 19.8% 

of the total SMEs and the lowest is in Putrajaya that is 0.1%. In total, there are 907,065 

establishments of SMEs throughout Malaysia. 
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3.3  Research Variables 

Even though the above models propose assortment of variables that influence compliance 

conduct however not all has association with sales and service tax compliance. To 

recapitulate this study focuses on the perception of SMEs on the SST implementation in 

Malaysia. In detail, the perception of SMEs on the implementation of SST in Malaysia 

with the variables below is discussed based on the previous literatures. In determining the 

perception of SMEs on the implementation of SST 2.0 in Malaysia, the elements will be 

discussed further are level of acceptance, awareness, attitude, understanding, preparedness 

and probable area of difficulty. 

3.3.1  Acceptance  

 

Acceptance can be literally defined as acceptance in human psychology is a person's 

assent to the reality of a situation, recognizing a process or condition (often a negative or 

uncomfortable situation) without attempting to change it or protest it. Acceptance 

typically contains the concept of approval; the psycho-spiritual use of the term infers a 

non-judgmental mind set (Wikipedia, 2018). According to Fadzillah and Husin (2016), it 

was stated that most of the citizen of Malaysia are lack of confidence level towards the 

government on the tax area. Hence, the government should give the Malaysian’s a better, 

clear, precise and higher transparency on the taxation perspectives. This is mainly to 

ensure that the public clearly understands the tax mechanism and how it works on for the 

consumers which are eventually the public. One example was given by Fadzillah and 

https://en.wikipedia.org/wiki/Human
https://en.wikipedia.org/wiki/Psychology
https://en.wikipedia.org/wiki/Psychology
https://en.wikipedia.org/wiki/Spirituality
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Husin (2016), the government can explain thoroughly on the rational of GST 

implementation as well as the possible outcome which could be advantage and 

disadvantage to the public. By doing this, it can create awareness among the public on the 

tax system to be implemented. Moreover, knowledge can be improved through general 

understanding on the tax regulations. Knowledge provides the taxpayers with the ability 

to understand the need for a new tax reform and this would eventually promote 

compliance. 

In addition, according to Fadzillah and Husin (2016), when the government increase the 

effort in explaining the tax mechanism and system to the public, it has the possibilities to 

create awareness among the public. As such, this can increase the public acceptance and 

confident on the tax implementation. It was also discussed by Fadzillah and Husin (2016), 

that the study on the level of public acceptance towards GST before the implementation 

of GST indicates that it has a moderate level in the acceptance of the respondent in the 

implementation of GST. Thus, this moderate level is not very encouraging, and the 

implementation could be at a lower level. This is mainly due to many respondents are 

afraid of GST implementation might cause a price hikes in goods and services. 

Carbon taxes represent a cost-effective way to steer the economy toward a greener future. 

There are many public opposition and lack of public support on the implementation of 

carbon taxes. According to Carattini, Carvalho, and Fankhauser, (2018), there are many 

concern of the public due to the lower level of acceptance such as the personal cost are 

perceived too high; carbon taxes can regressive; carbon taxes could damage the wider 

economy; carbon taxes are believed not to discourage high carbon behaviour; and 
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government may want to tax carbon to increase their revenue. Based on the reason, 

majority of it are incorrect and this had led to lower acceptance of carbon taxes. Hence, it 

was concluded by Carattini, Carvalho, and Fankhauser (2018) that proper expose on 

carbon taxes mechanism should be expose to the public in order to obtain a higher level 

of acceptance. 

Apart from that, government should simplify the GST system to make sure business 

community can implement and understand the system easily and quickly. It is only when 

the taxpayers are satisfied with the efforts and measures taken to ensure they are not being 

victimised by this new tax system, only then the acceptance level towards GST will 

improve and hopefully all consumers and business community will be willing to 

contribute to the country’s economy via GST (Bidin & Marimuthu, 2016). The level of 

acceptance is one of the perceptions of among the SMEs in Malaysia and the compliance 

towards the SST is dependent of the level of acceptance among the SMEs in Malaysia. 

3.3.2  Awareness  

 

Awareness is one of the state or ability of an individual to perceived, feel or to be 

consistent of a situation, event, objects or sensory patterns (Bidin, Marimuthu, Derashid, 

Idris, & Ahmad, 2016). In the level of consciousness, the sense of data can be confirmed 

by an observer without necessarily implying understanding. This can be further explained 

as a state or quality of being aware of something in the environment (Wikipedia, 2010).  

According to Ahmad, Ismail, and Halim (2016), the concept of awareness of the citizens 

are false which comprise of optimistic and pessimistic. Pessimistic is the citizen who 
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underestimates the tax and pessimistic is the citizens who overestimated the tax. This had 

led to inaccurate estimation of the between the tax being imposed to the public and public 

service. In addition, the public also should be educated with knowledge related to the new 

tax system so that the citizen is aware of the new tax system (Ahmad, Ismail, & Halim, 

2016). It was also said that, many of the public are unaware of the kind of taxes being 

levied on them (Ahmad, Ismail, & Halim, 2016). There are studies conducted by 

Sthanumoorthy (2010) and it was found that majority of the citizens are aware of the tax 

base. However, only a few respondents were able to give the real meaning of VAT in 

India. This study indicated that the public are still lack of awareness on the basic GST 

system to be implemented in India. This study is consistent with Saira, Zariyawai, and 

Yoke-Mayq (2010) where the results indicate that the respondent who purely understand 

the meaning of GST only able to provide with the most basic meaning of GST. In 

additional, studies were conducted by Price Water Coopers, India (2006), 50% of the 

respondent are aware of the GST implementation in India.  

 

According to Mazni, Sharoja and Noor (2008), it was said that awareness of the small 

business owners is moderate where the basic meaning of GST and the mechanism is 

known. In overall, it was concluded that a very low-level awareness on the important 

aspects of GST such as the benefit will be received by the business. Traders also felt they 

should to be educated to raise awareness as well as the type of government assistance 

preferred in order to help them survive in GST environment.  To increase 100 percent 

compliance with tax, awareness regarding VAT required for each organization (Price 

Water Coopers India, 2006). 
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A survey was conducted on the taxpayer’s perception and attitudes towards the tax system 

implemented. It was found that there is positive relationship between the attitude and tax 

system and tax consciousness (Bidin, Marimuthu, Derashid, Idris, & Ahmad, 2016).  

For the government to facilitate the implementing of GST, the government agencies 

should provide a proper and enough material on GST to the public to create more 

awareness among the public. 

The SMEs should be aware of the implementation of SST as this may play a vital role in 

determining the accuracy and level of compliance on the new tax system. Moreover, the 

SMEs should be aware on the mechanism and changes needed within the organization in 

order to comply for the requirement of SST implementation. 

 

3.3.3  Attitude  

 

Attitude is a person’s belief that by performing behaviour it would lead to certain outcome 

either good or bad. The evolution of the outcome could be a favourable or a non-

favourable outcome (Ajzen, 1991). According to Bidin, Marimuthu, Derashid, Idris, and 

Ahmad (2016) attitude is one of the main roles in determining an individual behaviour. 

As such an individual attitude towards an action will be affected this will directly have an 

impact on the behaviour as well. It was found by Bidin, Marimuthu, Derashid, Idris, and 

Ahmad (2016), attitude is significantly having a relation to the behaviour of complying 

with tax obligations.  Past studies also found that there is an association between the 

attitude and behaviour in many aspects and this study is being using many models to be 

investigates. According to Fishbein and Ajzen (1980), attitude is strongly a behaviour a 
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person is based on the behavioural beliefs and refers to the degree on whether the 

behaviour is favourable or non-favourable. 

From the perspectives of the implementation of GST, the attitude on the performing the 

behaviour in complying with the GST strongly depends on the awareness, understanding 

and preparedness towards GST (Bidin, Marimuthu, Derashid, Idris, & Ahmad, 2016). 

Hence, this can create a favourable or non-favourable attitude in performing the behaviour 

on the willingness to pay for GST. It was also reported by Jackson and Milliron (1986) 

that attitudes play a more vital role in determining the taxpayer’s behaviour in complying 

tax obligation rather than opportunities. The results presented by Bidin, Marimuthu, 

Derashid, Idris, and Ahmad (2016) are attitude is important towards GST implementation 

as the awareness, understanding a preparedness significantly influenced the attitude 

towards the proposed GST among the business committee in Malaysia. 

According to the previous studies, attitude towards the Information Technology (IT) 

among small business owners appears to be a key factor in achieving high quality IT 

implementations. A case study was conducted by Winston & Dologite (2002) and it was 

found that high quality IT implementations resulted in a positive or negative attitude 

towards IT but not with the owners who had uncertain attitudes.  

Owner with positive or negative attitude learn the ways and means to mitigate risk in 

implementing IT, hence, on the other hand owners with uncertainty attitude did not make 

any effort to mitigate risk in IT implementation (R & Dologite, 2002). 
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According to the study by Ishak, Othman, and Omar (2015) on students’ perception 

towards the Newly Implemented Goods and Services Tax (GST) in Malaysia, there are 

two attitude form in this study such as supportive attitude is formed when the policy of 

GST brings benefit and negative attitude is formed when GST did not benefit the society 

as a whole. The results of the study indicated that students have negative attitude which 

eventually does not support the implementation of GST. 

Attitude plays a major role in determining the perception of SMEs in Malaysia towards 

the implementation of SST. Moreover, attitude can lead to favourable or non-favourable 

in complying with the SST implementation. This is mainly because one’s attitude can 

determine and action to be good or bad. 

 

3.3.4  Understanding  

 

Understanding is also called as intellection. Understanding can be categorised as a 

psychological process related to an abstract or physical object such as person, situation or 

message whereby an individual will be able to think about it and on how to use the 

concepts to be deal adequately with the object (Bidin, Marimuthu, Derashid, Idris, & 

Ahmad, 2016). When a person fully understands something or a situation, it is considered 

has the individual can conceptualise it and able to give measure to it (Wikipedia 2010). 

The study conducted by Zabri, Ahmad, and He (2016) on Understanding of Goods and 

Services Tax (GST) and Spending Behaviour among Malaysian Consumers it was found 

that for 300 respondents, the level of understanding was moderate. This result is consistent 

with the studies conducted by Saira, Zariyawai, and Yoke-Mayq (2010) where the results 



51 
 

also indicate a moderate level of understanding towards GST among the respondent 

involved.  The level of understand should be reinforce among the Malaysian towards GST 

among Malaysia for a better implementation (Zabri, Ahmad, & He, 2016). This study also 

concluded that there is no relationship between the level of understanding and their 

spending behaviour. The study conducted by Oliveira, Thomas, and Bapista (2016), it was 

said that understanding plays the vital role in the deigning, refining and implementing of 

mobile payment services, application and products. By this way, the degree of acceptance 

among the consumer would be relatively high and there would be high rates of 

recommendations in social networks. 

In conclusion, understanding is the main element that would eventually enhance the 

communication between the taxpayers and tax authority (Schisler, 1995). As such if more 

information is given to the tax payers so this will create more understand among the 

taxpayers and directly the compliance behaviour will enhance (Bidin, Marimuthu, 

Derashid, Idris, & Ahmad, 2016).Therefore, understanding is important in the compliance 

of tax payers towards the tax obligations so they need to be educated to have a more 

precise understanding. 

3.3.5  Preparedness  

 

Preparedness can be defined as the field of emergency management where it is the state 

of readiness to respond to a disaster, crisis or any other type of emergency (Wikipedia, 

2018). Preparedness is not merely a state of readiness, but a theme that has permeated 

most aspects of emergency management as it has and continues to evolve in the United 
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States and elsewhere.  If one looks back into the history of the United States, they can see 

how the predecessors of today’s emergency managers focused upon preparedness 

(Wikipedia, 2018). In the early 1970’s, a study prepared by the National Governor’s 

Association described the importance of preparedness and called it the first step in 

emergency management (Wikipedia, 2018).   

As from the GST perspectives, preparedness is a set of action been taken up in the 

implementation process has a precaution action to face the GST implementation on the 

taxation system (Bidin & Marimuthu, 2016). According to Froehle (2006), it was mention 

that preparedness is part of the employee means that they are more suitable orient to the 

customers’ requirements by way of additional information. Further it was mention that 

Technologies and IT system supports the employee during preparation (Froehle, 2006). 

According to the study conducted by Bidin and Marimuthu (2016), preparedness can be 

referred to on how the company prepares for the implementation of GST from the 

perspectives of the manpower skills, documentation and infrastructure to support the 

implementation. This action can be taken place in such a way like attending training and 

preparing self to be equipped with adequate knowledge. The degree of preparedness is 

important in producing a quality implementation of GST in the organization itself where 

all the law and guide have been followed appropriately. It was also discussed by Bidin 

and Marimuthu (2016) on the preparedness of the information and communication 

technology (ICT) and the results indicated that attitude has nothing to do with the ICT 

uses in education and it was also suggested that investment should be made more on ICT 

to prepare the students towards the ICT based education. An example was taken by Bidin 
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and Marimuthu (2016) on the non-English speaking Chinese and it was stated that student 

felt significantly less prepared to provide more care for non-English speaking Chinese. 

Hence, it was concluded that preparedness of tax agents is positive towards the 

implementation of GST in Malaysia. 

 

In the implementation of GST in India, preparedness is also one of the concern areas in 

the succession of the implementation. Training need to be provided and the modes of 

training is fully depending on the time frame available on the preparation of GST. 

According to Raman (2010) a formal training should be conducted to educate the 

employees on the main objective of GST, benefit perceives, the future predicted problem, 

acts and rules. The training should include all this aspect to prepare the employees and the 

training can be conducted in a formal way or hand on training mode can be used. This 

should be followed by a hand on training that would be more specific to the role of the 

employee within the department. Different sections of the department should be trained 

on the procedures, rules and scope of their job. 

Preparedness is very important in such situation when there is a change in any system. 

SST is newly implemented in Malaysia, so all the taxpayers need to be prepared from all 

perspectives such the equipment, system and knowledge for a successful implementation 

and free of material misstatement. Furthermore, the preparedness is also important to 

avoid further business and operation interruption. 

In conclusion, a realistic environment should be simulated for trainees to have a practical 

experience before the actual implementation of GST. This will improve the confidence of 

the tax department as well as that of the Industry (Raman, 2010). 
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3.3.6  Probable area of Difficulty  

 

Probable area of difficulty can be further defined as the difficulty in a certain area in a 

new reform activities and implementation within the country or organization (Wikipedia, 

2010). It also been defined by Collins English (2000) that the area of difficulties is where 

a subject or task that cause difficulties. For example, in a country there is a place that has 

the probable area to danger such as flooding and road traffic accident. 

  

The study conducted by Bidin & Marimuthu (2016), it was found that the probable area 

of difficulties in implementing GST are as lack of GST knowledge among clients, the 

increased burden of documentation for record keeping, the need to upgrade the 

computerized system, getting refund from tax authority, enhancing the accounting system 

to accommodate for GST, clarity of goods and services that are taxable, maintaining 

records for clients, understanding the GST legislation, dealing with tax authority, and 

cooperation from clients.  

Another study conducted by Bidin, Marimuthu, Derashid, Idris, and Ahmad (2016), it was 

shown that there are 17 areas of probable difficulties which the tax agents perceived as in 

the implementation of GST in Malaysia. 

According to Sahai (2017), one of the probable areas of difficulties in the implementation 

of GST in India is the lack of clarity on the GST provision which is the rules and 

regulations.  It was further elaborated that various provision of GST are still ambiguous 

among the public and the categorisation of goods and services is still found to be unclear. 
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In addition, the area of difficulties found were on the anti-profiteering provision which is 

remaining unclear. Moreover, under the new tax regime in India and from the perspectives 

of transporter who generates the e-way bills on the GST portals which include the 

substantial cost for radio frequency identification devices (RFID). So, based on these 

issues, there are still lack of clarity on the person who is obliges on the bill for the 

infrastructure. 

 

According to Bidin, Marimuthu, Derashid, Idris, and Ahmad (2016), there are problem 

associated with attitudes in learning of mathematics in the secondary schools which 

includes the lack of confidence and interest in the ability to learn and perform well in 

mathematics. This area of difficulties was reported by 45% of the respondent. The 56% 

of the respondent disagree that mathematics classes are lack of the degree of interesting 

lessons, so 51% of the respondent disagree to continue learning mathematics course after 

the completion of the secondary school.  

 

In addition, another study being conducted by Bidin, Marimuthu, Derashid, Idris, and 

Ahmad (2016), on the adults’ attitudes on working with both a learning disability and a 

mental health difficulty had found that they are lack of training in dealing with the health 

of the related group of people. Hence, it was felt more complexity in dealing and managing 

this area of difficulties. 

 

A high level of tax knowledge would help increase the level of tax compliance (Bidin & 

Marimuthu, 2016). Result from factor analysis indicated that the probable area of 

difficulties towards GST among managers of manufacturing companies in Malaysia are 
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multi-components. So, from this statement, it is known that the tax knowledge would 

generally help in the implementation of SST. Furthermore, when the new tax system is 

implemented, probable area of difficulty would arise, and it needs to be overcome for a 

better compliance. 

 

3.4  Conclusion 

This Chapter discussed mainly on the literature review pertaining to the research variable 

(i.e. acceptance, awareness, attitude, understanding, preparedness and probable is of 

difficulties) to be used in determining the perception of SMEs on the implementation of 

sales and service tax. In Malaysia, SST has been implemented in Malaysia and it is 

expected to have more literature in depth pertaining to SST on the perception element. 

The next chapter, the methodology of the research will further be discussed to analyse the 

data to derive the finding. 
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CHAPTER FOUR 

METHODOLOGY 

 

4.0  Introduction 

The methodology of the research which comprises of research design, data collection 

methods, sampling design, research instrument, constructs measurement, data processing 

and data analysis will be further discussed in this chapter. A research framework also 

developed to analyse the perception of the SMEs on the implementation of SST. 

 

4.1  Research Framework 

The present study attempts to examine the perception of SMEs on the implementation of 

SST 2.0 in Malaysia. This study focusses on the perception of the SMEs on the SST; 

indeed, more exploration was done generally based on perception on the implementation 

of the new indirect tax system. The research framework constructed in this research is 

shown in Figure 4.1. 

 

 

 

 

 

 
 
Figure 4.1: 
Conceptual Framework on the Perception of SMEs on the Implementation of Sales and Service 2.0 
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4.2 Research Design 

Qualitative research is mainly used in order to gain a deeper understanding of the 

underlying reason and opinions by collecting an open ended questions, emerging data with 

the intention to explore and developed a more updated knowledge or idea from the data 

gain for a future quantitative research (Creswell, 2013). On the other side, quantitative 

research is mainly focusing on the measurement and observation data collection. This is 

primarily based on the predetermined instruments that can yield statically data (Creswell, 

2013). In this research, numerical measurements and statistical analysis is being used, 

thus, quantitative research is being employed in this research. Grounded from the research 

objectives, the goal is to investigate the perception of SMEs on the implementation of SST 

on the research variable (acceptance, awareness, attitude, understanding, preparedness and 

probable area of difficulties). 

 

4.3  Operational Definition 

Acceptance is literally defined as acceptance in human psychology is a person's assent to 

the reality of a situation, recognizing a process or condition (often a negative or 

uncomfortable situation) without attempting to change it or protest it. Acceptance 

typically contains the concept of approval; the psycho-spiritual use of the term infers a 

non-judgmental mind set. 

 

https://en.wikipedia.org/wiki/Human
https://en.wikipedia.org/wiki/Psychology
https://en.wikipedia.org/wiki/Psychology
https://en.wikipedia.org/wiki/Spirituality


59 
 

Awareness is mainly about the knowledge of the SMEs on the implementation of SST in 

Malaysia. The awareness is also related to the application of the mechanism of SST within 

the organization. 

Attitude is a person’s belief that by performing behaviour it would lead to certain outcome 

either good or bad. The evolution of the outcome could be a favourable or a non-

favourable outcome on the acceptance to change due to new tax rule of SST 2.0. 

Understanding is also called as intellection. Understanding can be categorised as a 

psychological process related to an abstract or physical object such as person, situation or 

message whereby an individual will be able to think about it and on how to use the 

concepts of SST to be deal adequately. 

 

Preparedness can be defined as the field of emergency management where it is the state 

of readiness to respond to the SST system. Based on the conceptual definition, probable 

area of difficulty is mainly about the area of difficulty that might be faced by the SMEs in 

the implementation of SST 2.0. Moreover, probable area also could be the related to the 

part when there are new rules or act is included. 

 

4.4  Measurement Variables /Instrumentation 

The survey employed self-administered questionnaire. The questionnaire consists of 

seven sections. Approximately it takes about 5 to 10 minutes to complete the entire 

questionnaire. Section A to F is related to the variables of the perception of SMEs on the 

implementation of SST 2.0 while the last section that is G is about the demographic details 
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of the respondent such as location of the business; SST identification number existence; 

type of business; sector of business; size of the business; present job title; duration if 

existence in the company; qualification type; age; and gender. The other six sections 

consist of 48 questions that are used for examining the perception of SMEs converting all 

the independent variable of acceptance; awareness, attitude; understanding; preparedness; 

and probable area of difficulties on SST. The questions are scaled in 5-point Likert scale 

that varies according to the question such as strong disagree to strongly agree; not aware 

to fully aware; strongly not favour to strongly favour; not prepared to fully prepared; and 

do not understand to fully understand. The layout of the questionnaire is attached in 

Appendix 1. 

The questions are all adapted from various scholars as detailed in Table 4.1 below: 

Table 4.1: 
Origin of the Questions 

 

Variables Adapted from 

Level of acceptance 
Asmuni, S., Yusoff, S., & Ses, N. S. (2017). Acceptance 

towards Goods and Services Tax (GST) among local 
business communities. Journal of Emerging 

Economies & Islamic Research , 62-72. 
 

Awareness 

Attitude 

Understanding 

Preparedness 

Bidin, Z., & Marimuthu, M. (2016). Attitude Determinants 
in Proposed Goods and Service Tax among 
Manufacturing Companies in Malaysia. Internation 

Review of Management and Marketing, 198 - 204. 
 

Probable area of difficulty 

Marimuthu, M., & Bidin, Z. (2016). Awareness, Attitude 
and Probable Area of Difficulties towards the 
Proposed Goods and Services Tax in Malaysia. 
International Review of Management and Marketing, 
175-180. 

 



61 
 

4.5  Data Collection 
 

Data was collected through survey questionnaires which were distributed to a sample of 

250 companies in Kedah, Perlis, Perak, Penang and Kuala Lumpur. The questionnaires 

were distributed to the representative of the SMEs using email and google form so that 

the data can be captured using Excel worksheet and later could be uploaded into the SPSS 

system. Most of the respondent received the questionnaires and majority replied on the 

questionnaire. It took almost three weeks to get the feedback from the respondent. A total 

of 58 items were asked in the structured questionnaire. Data of respondents were 

successfully collected after one month. Overall, 116 usable responses were received, 

giving the response rate of 30%. 

 

4.6  Population and Sampling 

The population used in this study was from Small and Medium Enterprise (SMEs) in 

Malaysia. Therefore, the units of analysis consist of managers, accountant and directors 

of the SMEs. The SMEs list was obtained from SMIDEC directory. According to the 

directories, there are more than 500,000 SMEs all over the country in Malaysia (SME 

Statistics, 2016).The population was randomly selected among the SMEs in Malaysia. 

Sampling is the size which focuses on the number of the respondent for the questionnaire 

distributed and the research conducted. Generally, the sample size that being accepted is 

greater as this can make the results to be more accurate. According to Roscoe (1975), the 

sample sizes are between 30 and 500 will be highly appropriate for majority of the research 

(Sekaran & Bougie, 2013). The questionnaire was emailed and handed by hand around 
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250 set of questionnaires to the respondent. In this study, the total number of respondents 

reverted was 116. Therefore, 116 respondents are being involved for the data analysis and 

the results obtained. The companies of SMEs are randomly selected from few of the states 

in Malaysia such as Perlis, Kedah, Penang, Perak and Kuala Lumpur. 

4.7  Data Collection Procedures  

In this study, the method adopted is quantitative method. Quantitative method allows and 

able to provide the opportunity to the researchers to test the perception of SMEs in the 

Northern Region and Kuala Lumpur towards SST.  The main data collection method used 

in this research data are the primary data. The nature of this study is to obtain the 

perception of manufacturers; therefore, primary data collection method is the most 

suitable to be used as an updated information can be obtain from the group of respondents. 

On the other side, it is difficult to obtain the secondary data that are closely related to this 

study. This mainly because the secondary data related to SST 1.0 and GST is obsolete and 

it does not meet the specific needs of the present study of SST 2.0. 

A self-administered questionnaire survey was employed for the study to obtain a more 

qualified response from the respondent. The data collection period was held from mid of 

November 2018 to December 2018. The questionnaire was actively distributed using the 

link created especially for the questionnaire and sent via email to the respondent. In 

addition, the online method of distribution was actively used to mitigate the narrower 

based constraint.  
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This enables the questionnaire to be distributed in a broader base. As an alternative to this 

method, the researcher also had to hand them out directly to potential respondent in the 

chosen sampling location. 

4.8  Techniques of Data Analysis 

Data analysis is a procedure to transform the non-linear data into significant information 

by employing different statically method. Further the data is utilized by researchers to 

make determination and show signs of improvement experiences about the study 

(Zikmund, Babin, Carr, & Griffin, 2010). Data analysis allows the researchers to figure 

out further on the research variable. In this research, all the information had been analyse 

using the SPSS software version 25. Moreover, the sort of investigation that has been 

directed in this study is descriptive analysis. 

 

According to Zikmund, Babin, Carr, and  Griffin (2010), descriptive analysis is an 

investigation into a social system that is gentle to understand as well to construe. This 

analysis is usually engaged in research to represent information or characteristic about the 

sample of the study. It serves to compute the normal distribution of the sample, frequency, 

percentage and the mean for the demographic information given by respondent (Sekaran 

& Bougie, 2010). 
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4.9  Conclusion 

This chapter has discussed on the conceptual definition of perception of SMEs on the 

implementation of SST on the acceptance, awareness, attitude, understanding, 

preparedness, and probable area of difficulties. The sampling, data collection techniques, 

instrument and data analysis are also highlighted. In the next chapter, the finding and 

results based on the data collected will be discussed. 
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CHAPTER FIVE 

RESULTS AND DISCUSSION 

 

5.0  Introduction 

In this chapter, the results of questionnaire were being analysed. The objective is to 

investigate and interpret the data collected throughout the survey. The data collected will 

be analysed using SPSS Statistics 25. The results will be analysed and divided into several 

parts such as demographic analysis, reliability test, validity test, descriptive statistics and 

normality test. 

5.1  Descriptive Analysis 

In brief, descriptive statistics are the analysis that summarize and describes all the sample 

of a population in a more meaningful manner. This data is then broken down into measure 

of central tendency and variability. The respondent of the demographic profile is based on 

the descriptive analysis is discussed further in this study. 

 

5.1.1  Respondent of Demographic Profile 

 

This section gives an examination of the demographic attributes of the respondent which 

includes the location of the business, SST registration number, type of business, business 

sector, size of business, position in the business, duration of existence in the company, 

qualification, age and gender based on the frequencies analysis. 
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Table 5.1 show the frequency for location of business/company from the respondents. Out 

of the total respondents (n=116), 27.6% (32) respondent are form Kedah, 25.9% (30) 

respondent from Kuala Lumpur, 14.6% (17) respondent from Penang, 18.1% (21) 

respondent from Perak and 13.8% (16) respondent from Perlis. Based on the analysis on 

the frequencies, it shows that the highest respondents are from Kedah, followed by Kuala 

Lumpur, Perak, Penang and Perlis. The lowest comes from Perlis as from the total 

establishment, only 0.8% SMEs existence in the state of Perlis whereas Kedah and Kuala 

Lumpur are 5.4% and 14.7% respectively. 

 

Table 5.1: 
Location of Business / Company (n=116) 

Sources: Data Generated by SPSS Statistics (Appendix 2)      

   

Table 5.2 show the frequency for business or company SST identification number from 

the respondents. Out of the total respondents (n=116), 37.1% which are 43 respondents 

are do not have SST identification number and 62.9% that are 73 respondents do have 

SST identification number. Based on the analysis, it shows that the highest respondents 

registered and have SST identification whereas the lowest comes from the respondents 

who are not SST registered company. This shows that majority of the company or business 

are registered with SST which will eventually increase the revenue from indirect taxes and 

the minority good are exempted from SST. 

Location of Business/Company Frequency Percent 
Kedah 32 27.6 
Kuala Lumpur 30 25.9 
Penang 17 14.6 
Perak 21 18.1 
Perlis 16 13.8 
Total 116 100.0 
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Table 5.2: 
Business / Company SST Identification number (n=116) 

 Sources: Data Generated by SPSS Statistics (Appendix 2)       

 

The frequency for type of business from the respondents is tabled in Table 5.3. Out of the 

total respondents (n=116), 7.8% which are 9 respondents are from the partnership 

company, 62.9% that are 73 respondents are from private limited company and 29.3% 

which made up of 34 respondents from the total respondent comes from sole 

proprietorship. Based on the analysis on the frequencies, it shows that the highest 

respondents come from the private limited company followed by sole proprietorship and 

lastly from partnership. This shows among the SMEs; the majority establishment falls 

under the private limited company. 

Table 5.3:  
Type of Business (n=116) 

Type of Business  Frequency Percent 
Partnership  9 7.8 
Private Limited Company  73 62.9 
Sole Proprietorship  34 29.3 
Total 116 100.0 

Sources: Data Generated by SPSS Statistics (Appendix 2) 

                  
Table 5.4 show the frequency for sector of business from the respondents. Out of the total 

respondents (n=116), 1.7% which is 2 respondent are from agriculture and trading of 

goods, 0.9% which is 1 respondent comes from banking sector, selling chicken, clothes 

trading, contractor, education, Information Technology, services sector, nursery, 

SST Identification number  Frequency Percent 
No 43 37.1 
Yes 73 62.9 

Total 116 100.0 
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plantation, used car dealer and wet market business, 31.9% which made up of 37 

respondent comes from manufacturing sector, 13% which is 15 respondent is from 

manufacturing related sector and lastly from services which made up of 42.2% contains 

49 respondent from the total of 116. Based on the data generated by SPSS, it shows that 

the highest respondent is from service sector, followed by manufacturing, manufacturing 

related, agriculture, trading and lastly the lowest is from banking sector, chicken trading, 

clothes trading, contractor, education, information technology, services sector, nursery, 

plantation, used car dealer and wet market business. This indicates that majority of the 

respondent are from manufacturing and services sector. 

Table 5.4:  
Sector of Business (n=116) 

Sector of Business  Frequency Percent 
Agriculture 2 1.7 
Banking 1 0.9 
Chicken 1 0.9 
Clothes 1 0.9 
Contractor 1 0.9 
Education 1 0.9 
IT 1 0.9 
Manufacturing 37 31.9 
Manufacturing - Related 15 13.0 
Services 1 0.9 
Nursery 1 0.9 
Plantation 1 0.9 
Services 49 42.2 
Trading 2 1.7 
Used car dealer 1 0.9 
Wet market - chicken 1 0.9 
Total 116 100.0 

Sources: Data Generated by SPSS Statistics (Appendix 2)    
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Table 5.5 show the frequency for size of business from the respondents. Out of the total 

respondents (n=116), 4.3% or 5 respondent are from medium size manufacturing sector, 

30.2% (35) respondent from small size manufacturing sector, 20.7% (24) respondent from 

micro size manufacturing sector, 19.0% (22) respondent from micro size service sector, 

15.5% (18) respondent from small service sector and lastly 10.3% from medium size 

services sector. Based on the data generated, it shows the highest respondent comes from 

small size manufacturing sector, followed by micro size manufacturing sector, micro size 

services sector, small size services sector, medium size services sector and lastly medium 

size manufacturing sector. This result indicates that the majority SMEs establishment is 

from small size manufacturing sector where the annual income is from RM300,000 to 

RM15,000,000. 

 
Table 5.5:  
Size of Business (n=116) 

Size of Business  Frequency Percent 
Manufacturing -   Medium:   
from RM15,000,000 to RM50,000,000 

5 4.3 

Manufacturing    -    Small:   
from RM300,000 to less than RM15,000,000 

35 30.2 

Manufacturing   -    Micro:  less than RM300,000 24 20.7 
Services -    Micro:   less than RM300,000 22 19.0 
Services -   Small:    
from RM300,000 to less than RM3,000,000 

18 15.5 

Services   -    Medium:    
from RM3,000,000 to RM20,000,000 

12 10.3 

Total 116 100.0 
Sources: Data Generated by SPSS Statistics (Appendix 2) 
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The frequency for position in the business/company from the respondents is shown in 

Table 5.6. Out of the total respondents (n=116), 24.1% (28) respondent are accountants, 

11.2% which are 13 respondent comes from director position, 7.8% which made up of 9 

respondent comes from finance manager position, 10.3% which is 12 respondents are 

general manager and lastly from other position which made up of 46.6% contains 54 

respondents from the total of 116. Based on the data, statistically it shows that the highest 

respondent is from other position, followed by accountants, director, general manager and 

the lowest from director. This result shows that majority respondent is not only from the 

finance or account department but also from other related department which are part of 

the business function. This shows that other department can provide their perception on 

the implementation of Sales and Service in the organization itself. This can bring benefit 

as people will be more aware and understand on the SST mechanism and implementation. 

 
Table 5.6:  
Position in the Business / Company (n=116) 

Position  Frequency Percent 
Accountant  28 24.1 
Director  13 11.2 
Finance Manager  9 7.8 
General Manager  12 10.3 
Others  54 46.6 
Total 116 100.0 

Sources: Data Generated by SPSS Statistics (Appendix 2) 
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In terms of years of experience in the present designation of the business or company, 

Table 5.7 reflected the respondents’ responds. Out of the total respondents (n=116), 6.9% 

or 8 respondent are 11 to 15 years, 34.5% which are 40 respondent are working for 6 to 

10 years, 56% which made up of 65 respondent comes from the respondent who are 

working for less than 5 years and 2.6% which are 3 respondents comes from the 

respondent who are working more than 15 years.. Based on the data, it shows that the 

highest respondent is from the respondents who are working less than 5 years followed by 

6 to 10 years, 11 to 15 years and lastly more than 15 years. This shows, in majority of the 

SMEs organization, the employees work less than 5 years and 6 to 10 years. A minority 

number of employees which work from 11 to more than 15 years. This is mainly due to 

current employees switch organization for a better exposure and career development. 

 
Table 5.7:  
Year of experience in the present designation (n=116) 

Years of experience  Frequency Percent 
11 to 15 years  8 6.9 
6 to 10 years  40 34.5 
Less than 5 years  65 56.0 
More than 15 years  3 2.6 
Total 116 100.0 

Sources: Data Generated by SPSS Statistics (Appendix 2) 

              
Table 5.8 show the frequency for qualification in the present designation of the business 

or company from the respondents. Out of the total respondents (n=116), 75.9% which are 

88 respondent are a degree qualified, 6.0% which are 7 respondent are diploma qualified, 

6.0% which made up of 7 respondent comes from the respondent who are master qualified, 

6.9% which are 8 respondents comes from the with other kind of qualification and lastly 

5.2% is where is 6 respondent who are professionally qualifies. Based on the data 
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generated statistically, it shows that the highest respondent is with degree qualified, 

followed by other kind of qualification, diploma and master and lastly from the 

professionally qualified. Majority of the respondent are degree qualified as now the 

minimum requirement is degree qualification so most of them tend to complete the 

minimum requirement for a job opportunity. The lowest comes from professional 

qualification as employees tend to have less awareness on the benefit of professional 

qualification and it also may incur a lot of cost which may be not affordable by some 

individual 

Table 5.8:  
Qualification (n=116) 

Qualification  Frequency Percent 
Degree  88 75.9 
Diploma  7 6.0 
Master  7 6.0 
Others  8 6.9 
Professional  6 5.2 
Total 116 100.0 

Sources: Data Generated by SPSS Statistics (Appendix 2)                

The frequency for age of the business or company from the respondents is as in Table 5.9. 

Out of the total respondents (n=116), 0.9% (1) respondent is from the age of 21, 4.3% (5) 

respondent from the age 22, 3.4% (4) respondent from the age 23, 2.6% (3) respondent 

from the age 24, 9.5% (11) respondent from the age 25, 3.4% (4) respondent from the age 

26, 7.8% (9) respondent from the age 27, 5.2% (6) respondent from the age 28, 2.6% (3) 

respondent from the age 29, 6.9% (8) respondent from the age 30, 1.7% (2) respondent 

from the age 31, 2.6% (3) respondent from the age 32, 6.0% (7) respondent from the age 

33, 1.7% (2) respondent from the age 34, 11.2% (13) respondent from the age 35, 4.3% 

(5) respondent from the age 36, 3.4% (4) respondent from the age 38, 0.9% (1) respondent 
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from the age 39, 6.0% (7) respondent from the age 40, 1.7% (2) respondent from the age 

42, 3.4% (4) respondent from the age 44, 5.2% (6) respondent from the age 45, 1.7% (2) 

respondent from the age 50, 0.9% which made up of 1 respondent comes from the age 

55,56,57 & 60. Based on the data generated by SPSS Statistics 25, it shows that the highest 

respondent is age 35 and lowest are 55, 56, 57 and 60 years old.  

Table 5.9:  
Age (n=116) 

Age Frequency Percent 
21 1 0.9 
22 5 4.3 
23 4 3.4 
24 3 2.6 
25 11 9.5 
26 4 3.4 
27 9 7.8 
28 6 5.2 
29 3 2.6 
30 8 6.9 
31 2 1.7 
32 3 2.6 
33 7 6.0 
34 2 1.7 
35 13 11.2 
36 5 4.3 
38 4 3.4 
39 1 0.9 
40 7 6.0 
42 2 1.7 
44 4 3.4 
45 6 5.2 
50 2 1.7 
55 1 0.9 
56 1 0.9 
57 1 0.9 
60 1 0.9 

Total 116 100.0 
Sources: Data Generated by SPSS Statistics (Appendix 2) 
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The respondents’ gender frequency is statistically as in Table 5.10. Out of the total 

respondents (n=116), 40.5% which are 47 respondents are female and 59.5% that are 69 

respondents are male. Based on the analysis, it shows that the highest respondents are 

male and the lowest are from female group.  

 
Table 5.10:  
Gender (n=116) 

Gender Frequency Percent 
Female 47 40.5 
Male 69 59.5 
Total 116 100.0 

Sources: Data Generated by SPSS Statistics (Appendix 2) 

 

5.1.2  Central Tendencies Measurement of Constructs 

 

Descriptive analysis was conducted to show the basic features of the data. Mean is used 

in finding out the average score of the data. The standard deviation is to indicate the 

dispersion of score for all the six constructs; i.e. acceptance, awareness, attitude, 

understanding, preparedness, and probable area of difficulties. The tables below (refer 

Tables 5.11 until 5.16) show the results of the descriptive analysis. The results indicate 

that the overall mean score falls between the ranges of 3.60 to 3.85. It can be interpreted 

that on average, the respondents agreed with all the items stated as the mean above 3.00 

shows a good respond on the construct.  
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Standard deviation is a number used to tell how measurements for a group are spread out 

from the average mean, or expected value. A low standard deviation means that most of 

the numbers are very close to the average. A high standard deviation means that the 

numbers are spread out.  

 
5.1.2.1 Acceptance  
 

Table 5.11 describes the mean score and the standard deviation for the eight items to 

measure the level of acceptance towards SST implementation. The mean for the total eight 

items is 3.60 which show a high level of acceptance on SST Implementation among the 

SMEs in Malaysia. 

 

Out of the eight statements all the statement mean score is above 3.00 which reflected that 

SST will result in higher price for goods and services (mean = 3.60); SST is a fair tax rate 

structure (mean = 3.26); and SST will generate and increase revenue for the country (mean 

= 3.69). The 10% and 5% for sales and 6% for services rate is too high (mean = 3.79); 

upon SST implementation, the cost of doing business increases (mean = 3.60); the 

company need to upgrade the existing system for SST purpose (mean = 3.76); as well as 

SST will benefit government more than taxpayers (mean = 3.73).  

 

 

 

 

 

 

https://simple.m.wikipedia.org/wiki/Mean
https://simple.m.wikipedia.org/wiki/Average
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Table 5.11:  
Mean Score and Standard Deviation of Level of Acceptance towards SST Implementation 

Sources: Data Generated by SPSS Statistics (refer Appendix 3.1) 

 

Accordingly it shows that the highest mean score is 3.79 from the statement of “The 10% 

and 5% for sales and 6% for services rate is too high”; with the lowest standard deviation 

(SD = 0.919) and the lowest mean score is 3.26 from the statement “SST is a fair tax rate 

structure” with the standard deviation of 0.961. This shows that the SME has a high level 

of acceptance on SST Implementation where the 10% and 5% for sales and 6% for services 

rate is too high and the least acceptance is SST is a fair tax rate structure. Overall, all the 

statement on the variable has a mean score that shows a high level of acceptance on SST 

Implementation among the SMEs from different perspectives as the average mean score 

for total of the eight statements is 3.60. 

 

 

 

 

 

Statements Min Max Mean Standard 
Deviation 

1.SST will result in higher price for Goods and 
Services. 

1 5 3.60 0.931 

2.SST is a fair tax rate structure. 1 5 3.26 0.961 
3.SST will generate and increase revenue for the 

country. 
1 5 3.69 0.973 

4.The 10% &; 5% for sales and 6% for services 
rate is too high. 

1 5 3.79 0.919 

5.SST system is easy to implement and 
understand. 

1 5 3.38 1.085 

6.Upon SST Implementation, the cost of doing 
business increases. 

1 5 3.60 0.995 

7.The company need to upgrade the existing 
system for SST purpose. 

1 5 3.76 0.975 

8.SST will benefit government more than 
taxpayers. 

1 5 3.73 0.936 

Mean for all 8 items   3.60  
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5.1.2.2 Awareness  

 

The mean score and the standard deviation for the seven items to measure the level of 

awareness towards SST implementation is as in Table 5.12. The mean for the total seven 

items is 3.74 which show a high level of awareness on SST implementation among the 

SMEs in Malaysia. 

Out of the seven statements all the statement mean score is more than 3.00 which are “does 

your business aware that SST would affect business technically (information technology 

and training) and operationally (invoicing)” with mean score of 3.60; “does your business 

aware that they need to provide training to the employees regarding SST” (mean = 3.75); 

“does your business aware that they need to provide training to the employees regarding 

SST” (mean = 3.77); “does your business aware that there is service tax of 6% and sales 

tax of 10% and 5%” (mean = 3.74); “does your business aware that in SST there are 

exempted supplies” (mean = 3.69); “does your business aware that they need to upgrade 

the system to accommodate for SST” (mean = 3.74); and “does your business aware that 

they need to provide training on the system usage on SST” with mean score of= 3.91.   
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Table 5.12:  
Mean Score and Standard Deviation of Level of Awareness towards SST Implementation 

Statements Min Max Mean Standard 
Deviation 

1.Does your business aware that SST would affect business 
technically (information technology and training) and 
operationally (invoicing)? 

1 5 3.60 0.883 

2.Does your business aware that they need to provide training 
to the employees regarding SST? 

1 5 3.75 0.950 

3.Does your business aware that tax agent services are needed 
by business when SST implemented? 

1 5 3.77 0.868 

4.Does your business aware that there is service tax of 6% and 
sales tax of 10% and 5%? 

1 5 3.74 0.952 

5.Does your business aware that in SST there are exempted 
supplies? 

1 5 3.69 1.008 

6.Does your business aware that they need to upgrade the 
system to accommodate for SST? 

1 5 3.74 0.896 

7.Does your business aware that they need to provide training 
on the system usage on SST? 

1 5 3.91 0.860 

Mean for all 7 items      3.74  
Sources: Data Generated by SPSS Statistics (refer Appendix 3.2)  

 

This shows the highest mean score is 3.91 from the statement of “does your business aware 

that they need to provide training on the system usage on SST” with the lowest standard 

deviation (SD = 0.860) and the lowest mean score is from the statement “does your 

business aware the SST would affect business technically (information technology and 

training) and operationally (invoicing)” with the normal standard deviation (SD = 0.883). 

This shows that the SME agree that they are fully aware of they need to provide training 

on the system on SST and least aware on the effect of SST on business technically 

(information technology and training) and operationally (invoicing). Overall, all the 

statement on the variable has a mean score that shows a high awareness among the SMEs 

from different perspectives as the average means score for total of the seven statements is 

3.74. 
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5.1.2.3 Attitude  

Table 5.13 describes the mean score and the standard deviation for the seven items to 

measure the level of attitude towards SST implementation. The mean for the total seven 

items is 3.70 which show a positive attitude towards SST Implementation among the 

SMEs in Malaysia. 

All the seven statements have a mean score more than 3.00 which are “My business is 

favour in replacing GST with SST” with a mean score of 3.51; “My business is happy to 

pay SST” (mean = 3.26); “I would remind my company to comply with SST requirement” 

(mean = 3.74); “My business agree that government must educate the business community 

on SST” (mean = 3.91); “My business would acquire more information if encountered 

problem in SST” (mean = 3.84); “My business favour in upgrading the system for SST 

purpose” (mean = 3.78); and “My business favour in training the staff on the system usage 

on SST” with a mean score of 3.88. 

This shows the highest mean score is 3.91 from the statement of “My business agree that 

government must educate the business community on SST” with the lowest standard 

deviation (SD = 0.780) and the lowest mean score is 3.26 from the statement “My business 

is happy to pay SST” with the highest standard deviation (SD = 0.997). This shows that 

the SMEs have a positive attitude towards the government who should educate the 

business community on SST and least positive attitude on the compliance to pay SST.  
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Overall, all the statement on the variable has a mean score that shows a positive attitude 

on SST implementation among the SMEs from different perspectives as the average mean 

score for total of the eight statements is 3.70. 

 
Table 5.13:  
Mean Score and Standard Deviation of Level of Attitude towards SST Implementation 

Sources: Data Generated by SPSS Statistics (refer Appendix 3.3) 

 

 
5.1.2.4 Understanding  

The measurement of the level of understanding towards SST implementation is describes 

by the mean score and the standard deviation for the nine items as in Table 5.14. The mean 

for the total six items is 3.85 which show a high understanding on SST among the SMEs 

in Malaysia. 

 

 

Statements Min Max Mean Standard 
Deviation 

1.My business is favour in replacing GST with 
SST. 

1 5 3.51 0.928 

2.My business is happy to pay SST. 1 5 3.26 0.997 
3.I would remind my company to comply with 

SST requirement. 
1 5 3.74 0.814 

4.My business agree that government must 
educate the business community on SST. 

1 5 3.91 0.780 

5.My business would acquire more information 
if encountered problem in SST. 

1 5 3.84 0.864 

6.My business favour in upgrading the system 
for SST purpose. 

1 5 3.78 0.832 

7.My business favour in training the staff on the 
system usage on SST. 

1 5 3.88 0.825 

Mean for all 7 items   3.70  
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The mean score for all the nine statements in describing the level of understanding is more 

than 3.00 which are “your business understand that SST is a consumption tax” (mean = 

3.71); “does your business understand that SST is a transaction-based taxation” (mean = 

3.78); “does your business understand that SST imposed on a single stage of business 

transaction” (mean = 3.89); “does your business understand that in SST payment is on 

self-assessment basis”  (mean = 3.67); “does your business understand SST is a single 

stage taxation unlike GST multiple stage taxation” (mean = 3.94); “does your business 

understand that GST is replaced with SST” (mean = 4.04); “does your business understand 

that they need to upgrade the system to facilitate SST” (mean = 3.91); “does your business 

understand SST is a cost of business and need to be reported in Profit and Loss Statement” 

(mean = 3.87); and “does your business understand SST is much different from GST” 

(mean = 3.88). 

 

Table 5.14: 
Mean Score and Standard Deviation of Level of Understanding on SST Implementation 

Statements Min Max Mean Standard 
Deviation 

1.Does your business understand that SST is a 
consumption tax? 

1 5 3.71 0.875 

2.Does your business understand that SST is a 
transaction-based taxation? 

1 5 3.78 0.895 

3.Does your business understand that SST 
imposed on a single stage of business 
transaction? 

1 5 3.89 0.949 

4.Does your business understand that in SST 
payment is on self-assessment basis? 

1 5 3.67 0.902 

5.Does your business understand SST is a 
single stage taxation unlike GST multiple 
stage taxation? 

1 5 3.94 0.878 

6.Does your business understand that GST is 
replaced with SST? 

1 5 4.04 0.785 

7.Does your business understand that they 
need to upgrade the system to facilitate 
SST? 

1 5 3.91 0.813 

8. Does your business understand SST is a cost 
of business and need to be reported in Profit 
and Loss Statement? 

2 5 3.87 0.819 
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Sources: Data Generated by SPSS Statistics (refer 3.4) 

 

This shows the highest mean score is 4.04 from the statement of “does your business 

understand that GST is replaced with SST” with the lowest standard deviation (SD = 

0.785) and the lowest mean score is 3.67 from the statement “does your business 

understand that in SST payment is on self-assessment basis” with the normal standard 

deviation (SD = 0.902). This shows that the SMEs agree that they fully understand that 

GST is replaced with SST and least understand SST payment is on self-assessment basis. 

Overall, all the statement on the variable has a mean score that shows a high understanding 

among the SMEs from different perspectives as the average mean score for total of the 

seven statements is 3.85. 

 

5.1.2.5 Preparedness  

Table 5.15 describes the mean score and the standard deviation for the six items to 

measure the level of preparedness towards SST implementation. The mean for the total 

six items is 3.65 which show a high level of preparedness on SST Implementation among 

the SMEs in Malaysia. 

All the statements’ mean score is more than 3.00 which are “does your company is 

prepared for any changes in the business operation when SST is implemented” (mean = 

3.69); “does your business prepared for any potential impact on the business cash flow 

when SST is implemented” (mean = 3.66); “does your business is prepared to incur initial 

9.Does your business understand SST is much 
different from GST? 

1 5 3.88 0.943 

Mean for all 9 items   3.85  
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capital outlay (new equipment) for SST” (mean = 3.52); “does your company is prepared 

to re-price the goods and services when SST is implemented” (mean = 3.72); “does your 

company is prepared in the increase of compliance cost on the introduction of SST” (mean 

= 3.62); and “does your company prepared to review the accounting system once SST is 

implemented” (mean = 3.71).  

 
 
Table 5.15:  
Mean Score and Standard Deviation of Level of Preparedness towards SST Implementation 

Statements Min Max Mean Standard 
Deviation 

1.Does your company is prepared for any changes 
in the business operation when SST is 
implemented? 

1 5 3.69 0.859 

2.Does your business prepared for any potential 
impact on the business cash flow when SST is 
implemented? 

1 5 3.66 0.913 

3.Does your business is prepared to incur initial 
capital outlay (new equipment) for SST? 

1 5 3.52 0.860 

4.Does your company is prepared to re-price the 
goods and services when SST is implemented? 

1 5 3.72 0.910 

5.Does your company is prepared in the increase of 
compliance cost on the introduction of SST? 

1 5 3.62 0.901 

6.Does your company prepared to review the 
accounting system once SST is implemented? 

1 5 3.71 0.885 

Mean for all 6 items   3.65  
Sources: Data Generated by SPSS Statistics (refer Appendix 3.5) 

 

This shows the highest mean score is 3.72 from the statement of “does your company is 

prepared to re-price the goods and services when SST is implemented” with the standard 

deviation of 0.910 and the lowest mean score is 3.52 from the statement “does your 

business is prepared to incur initial capital outlay (new equipment) for SST” with the 

normal standard deviation of 0.860.  
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This shows that the SMEs agree that they are fully prepared re-price the goods and services 

when SST is implemented and least prepared to incur initial capital outlay (new 

equipment) for SST. Overall, all the statement on the variable has a mean score that shows 

a high preparedness among the SMEs from different perspectives as the average mean 

score for total of the six statements is 3.65. 

5.1.2.6 Probable area of Difficulty in SST 

Table 5.16 describes the mean score and the standard deviation for the eleven items to 

measure the probable area of difficulty in SST implementation. The mean for the total 

eleven items is 3.76 which show a high probable area of difficulty among the SMEs in 

Malaysia. 

All the eleven statements’ mean score is more than 3.00 which are “need to upgrade the 

computerization system” (mean = 3.94); “enhance the accounting system to accommodate 

for SST” (mean = 3.91); “increase documentation burden for record keeping” (mean = 

3.78); “keeping records and documentation” (mean = 3.86); “clarity of goods in terms of 

HS Code and services taxable” (mean = 3.80); “lack of SST knowledge” (mean = 3.84); 

“understanding of SST legislation” (mean = 3.59); “calculation of sales and service tax” 

(mean = 3.67); “shorter period time to lodge document to tax authority” (mean = 3.52); 

“list of exempted goods and services” (mean = 3.75); and “possibilities of double taxation 

I the supply chain for good and services” (mean = 3.66).This shows the highest mean 

score is 3.94 from the statement of “need to upgrade the computerisation system” with the 

lowest standard deviation (SD = 0.772) and the lowest mean score is 3.52 from the 

statement “shorter period time to lodge document to tax authority” with the normal 
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standard deviation (SD = 0.880). This shows that the SME probable areas of difficulty 

need to upgrade the computerisation system and least difficult are is shorter period to 

lodge to tax authority. Overall, all the statement on the variable has a mean score that 

shows a high probable area of difficulty among the SMEs from different perspectives as 

the average mean score for total of the eleven statements is 3.76. 

 
 
Table 5.16:  
Mean Score and Standard Deviation of probable area of difficulty in SST 

Sources: Data Generated by SPSS Statistics (refer Appendix 3.6) 

 

 

 

 

 

 

 

 

 

Statements Min Max Mean Standard 
Deviation 

1.Need to upgrade the computerization 
system. 

2 5 3.94 0.772 

2.Enhance the accounting system to 
accommodate for SST. 

1 5 3.91 0.834 

3.Increase documentation burden for record 
keeping. 

1 5 3.78 0.933 

4.Keeping records and documentation. 2 5 3.86 0.779 
5.Clarity of goods in terms of HS Code and 

services taxable. 
1 5 3.80 0.836 

6.Lack of SST knowledge. 1 5 3.84 0.854 
7.Understanding of SST legislation 1 5 3.59 0.996 
8.Calculation of sales and service tax. 1 5 3.67 0.873 
9.Shorter period time to lodge document to tax 

authority. 
1 5 3.52 0.880 

10.List of exempted goods and services 1 5 3.75 0.864 
11.Possibilities of double taxation in the 

supply chain for goods and services. 
1 5 3.66 0.904 

Mean for all 11 items   3.76  
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5.2  Conclusion 

In summary, this chapter is discussed on the results finding of the various data analysis 

techniques that have been conducted using the SPSS software. Overall the results obtained 

from the study is all the variables shows a mean score more than 3.5 and this indicated 

that all the variables are accepted by the SME on the perception on the implementation of 

SST 2.0. Moreover, this results also shows the most important statement of the variables 

that gives a mean score of more than 3.70.From the results, we are able to know that which 

are the variable play a vital role of in the perception of SME and which are the statements 

are the main concern among the SME in the implementation of SST 2.0. The next chapter 

will be discussed about the major findings of the study, the implications of the study, the 

limitations of the study, as well as the suggestions for the future studies. 
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CHAPTER SIX 

DISCUSSION, IMPLICATION AND RECOMENDATION 

 

6.0  Introduction 

In this chapter, the discussion of major findings and implications of the study will be 

performed. Apart from that, the recommendations for future research are also highlighted. 

Finally, the overall conclusion of the whole research project is developed to project a clear 

picture and idea of this research project. 

 

6.1  Summary of the Analysis 

Summary of the analysis indicates the brief result that being obtained in the previous 

chapter. Below shows the summary of the overall result for all the constructs. 

 

6.1.1  Respondent Demographic Profile 
 

Overall there are 116 respondents involved in this research project. These respondents are 

mainly located in Kedah where it comprises of 32 respondents with 27.6%. Out of 116 

respondents more than 50% is registered with SST and has an SST identification number 

which comprises of 73 respondent and made up of 62.9% of the overall respondent’ 

sample. The respondent type of business is mainly made up of private limited company 

that is 62.9% which comprises of 73 respondents. The sector of business that the 

respondent is mainly from service which comprises of 49 respondents with 42.2% and the 

next is from manufacturing or manufacturing related which comprises of 37 (31.9%) and 

15 (13.0%) respondent.  
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The respondent size of business mainly is from manufacturing which is small, and this 

comprises of 35 respondents with the percentage of 30.2%. Most of the respondent which 

responded to the questionnaire is from the position of others which is 54 respondents and 

46.6% which indicates the position that are from different business unit function and the 

year of experience in the position are between the ranges of less than 5 years which 

comprises of 65 respondents with 56.0% of the total sample. Majority of the respondent 

are degree qualified and this represents 88 respondents with the percentage of 75.9% 

which comes from the age of 35 mainly with 13 respondents. Lastly the highest gender 

that respondent to the questionnaire are from the male group which is 69 respondent and 

59.5% which is more than 50%. 

 

6.1.2 Research Variable 

The mean for all the seven items of acceptance towards SST implementation is 3.60 with 

the highest mean score of 3.79 for statement four and the lowest mean score is 3.26 for 

statement two. In overall, the respondent has high level acceptance on SST 

implementation and agrees to all the statement for this variable. 

As for the awareness towards SST implementation, the mean for all the seven items is 

3.74 which the highest mean score is 3.91 for statement seven and the lowest mean score 

is 3.60 for statement one. In overall, the respondent fully aware and agree to all the 

statement for this variable. 
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In terms of attitude towards the implementation of SST, the mean for all the seven items 

is 3.70 which the highest mean score is 3.91 for statement four and the lowest mean score 

is 3.26 for statement two. In overall, the respondent has a positive attitude and agrees to 

all the statement for this variable. 

 

The mean for all the seven items related to understanding is 3.85 where the highest mean 

score is 4.04 for statement six and the lowest mean score is 3.67 for statement four. Hence, 

the respondent fully understands and agrees to all the statement for this variable.  

 

According, the mean for all the seven items in relation to the preparedness is 3.65 which 

the highest mean score is 3.72 for statement four and the lowest mean score is 3.52 for 

statement three. In overall, the respondent fully prepared and agrees to all the statement 

for this variable. 

 

In responds to the probable areas of difficulty towards SST implementation, the mean for 

all the seven items is 3.76 which the highest mean score is 3.94 for statement one and the 

lowest mean score is 3.52 for statement nine. In overall, the respondent agrees to the 

probable area of difficulty in SST.  
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6.2  Discussion on Research Objective 

 

The discussion is mainly on the construct and the research objectives. Below shows the 

discussion for every construct based on the research conducted. The research objective 

conducted are to identify the level of acceptance, awareness, attitude, understanding, 

preparedness and probable area of difficulties towards SST implementation among SMEs 

in Malaysia. 

 

i- Acceptance towards SST implementation 

The finding of the study shows that there is a high agreement of the SMEs perception on 

the level of acceptance towards the SST implementation with the total mean score of 3.60 

for all the statements. Overall, the mean score of 3.60 for all the statement on the variable 

is considered as a positive perception on the variable as it is more than 3.00. 

 

The main statement under this variable is the sales tax rate and service tax rate are too 

high which is 5%, 10% and 6%. The tax rate is being determined by the government and 

the public are lack of acceptance on the tax rate as it is too high. The government should 

conduct an analysis to increase the degree of acceptance. Level of acceptance can be 

literally defined as acceptance in human psychology is a person's assent to the reality of a 

situation, recognizing a process or condition (often a negative or uncomfortable situation) 

without attempting to change it or protest it (Wikipedia, 2018). Acceptance typically 

contains the concept of approval; the psycho-spiritual use of the term infers a non-

judgmental mind set (Wikipedia, 2018). 

 

https://en.wikipedia.org/wiki/Human
https://en.wikipedia.org/wiki/Psychology
https://en.wikipedia.org/wiki/Psychology
https://en.wikipedia.org/wiki/Spirituality
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The public had accepted the SST without having a protest on the tax rate imposed. The 

RMCD should closely monitor the tax rates being charges and to make sure there is no 

double taxation in the supply chain that can eventually increase the price of the goods. 

 

ii- Awareness towards SST implementation 

 

The finding of the study shows that there is a high agreement of the SMEs perception on 

the awareness of SST implementation with the total mean score of 3.74 for all the 

statements. Overall, the mean score of 3.74 for all the statement on the variable is 

considered as a positive perception on the variable as it is more than 3.00. 

 

The utmost significant element of this variable is on the awareness of the need on 

providing training on the system usage on SST. The training is crucial for the employees 

as there will be new module embedded in the system and likely to cause issues on the 

usage. A survey was conducted on the taxpayer’s perception and attitudes towards the tax 

system implemented. It was found that there is positive relationship between the attitude 

and tax system and tax consciousness (Bidin, Marimuthu, Derashid, Idris, & Ahmad, 

2016).  
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For the government to facilitate the implementing of GST, the government agencies 

should provide a proper and enough material on GST to the public to create more 

awareness among the public. So, the training is highly necessity in the organisation and 

the support from the government play an essential role in the awareness of the proper tax 

system. The main suggestion to RMCD is to provide awareness to the companies or 

business on the importance of training the internal employee on the system usage to avoid 

misconception and material misstatement. 

 

iii- Attitude towards SST implementation  

 

The finding of the study shows that there is a high agreement of the SMEs perception on 

the attitude towards SST implementation with the total mean score of 3.70 for all the 

statements. Overall, the mean score of 3.70 for all the statement on the variable is 

considered as a positive perception on the variable as it is more than 3.00. 

 

The main statement under this variable is the agreement of the business community that 

the government must educate the community on the SST implementation. Government 

should play a vital role in educating the business community in the implementation as SST 

as there will be one of the major contributors of the SST tax revenue. 

 

From the perspectives of the implementation of Goods and Service Tax, the attitude on 

the performing the behaviour in complying with the GST strongly depends on the 

awareness, understanding and preparedness towards GST (Bidin, Marimuthu, Derashid, 

Idris, & Ahmad, 2016). Hence this can create a favourable or non-favourable attitude in 
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performing the behaviour on the willingness to pay for GST. Thus, the main suggestion 

to RMCD is to provide more material and seminars to educate the business community on 

SST as this can make a favourable situation where the business or companies are able to 

comply with the tax obligation as they have a higher level of understanding and awareness. 

 

iv- Understanding towards SST implementation 

 

The finding of the study shows that there is a high agreement of the SMEs perception on 

the understanding on SST with the total mean score of 3.85 for all the statements. Overall, 

the mean score of 3.85 for all the statement on the variable is considered as a positive 

perception on the variable as it is more than 3.00. 

 

The most important statement under this variable is that business understands on the 

replacement of GST with SST. The business highly understands on the replacement of the 

tax system and the mechanism. The study conducted by Oliveira, Thomas, and Bapista 

(2016), it was said that understanding plays the vital role in the deigning, refining and 

implementing of mobile payment services, application and products. By this way, the 

degree of acceptance among the consumer would be relatively high and there would be 

high rates of recommendations in social networks. So, the understanding on the tax 

replacement is high understood by the SMEs which could increase the degree of 

acceptance among the SMEs. The main suggestion to RMCD is to provide more 

information using online, website, news, newspaper or flyer on the replacement of system 

in order to create more understanding on the SST implementation in Malaysia. 
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v- Preparedness towards SST implementation 

  

The finding of the study shows that there is a high agreement of the SMEs perception on 

the preparedness towards SST implementation with the total mean score of 3.65 for all the 

statements. Overall, the mean score of 3.65 for all the statement on the variable is 

considered as a positive perception on the variable as it is more than 3.00. 

 

The main element under this independent variable is preparedness of the organization to 

re-price the goods and services when SST is implemented. Companies or business should 

be crucially prepared to re-price the goods as SST is a cost to business and reported in the 

statement of profit or loss rather than balance sheet. This is mainly due to the tax structure 

of SST does not comprise of input tax credit which can be claimed from RMCD as the 

previous tax system of GST. 

 

As from the GST perspectives, preparedness is a set of action been taken up in the 

implementation process has a precaution action to face the GST implementation on the 

taxation system (Bidin & Marimuthu, 2016). According to (Froehle, 2006), it was mention 

that preparedness is part of the employee means that they are more suitable orient to the 

customers’ requirements by way of additional information. So, the business of a company 

should be prepared to provide adequate information on the goods and services pricing 

after the implementation of SST. The main suggestion to RMCD is to provide briefing to 

the organization on the repricing of goods and the price should be closely monitored by 

the authorities to avoid overwhelming of prices. 
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vi- Probable area of difficulty towards SST implementation 

  

The finding of the study shows that there is high agreement of the SMEs perception on 

the probable area of difficulty in SST with the total mean score of 3.76 for all the 

statements. Overall, the mean score of 3.76 for all the statement on the variable is 

considered as a positive perception on the variable as it is more than 3.00. 

 

The outmost element in this variable is the needs to upgrade the computerisation system. 

Basically, when there are changes in the government system from the tax perspectives, it 

is crucial for the business or companies to upgrade the computerisation system to comply 

with the new tax system. Hence, this could be an area of difficulty as many process and 

phases is involved in a shorter time of period.  

 

The study conducted by Bidin and Marimuthu (2016), it was found that the probable area 

of difficulties in implementing GST are as lack of GST knowledge among clients; the 

increased burden of documentation for record keeping; the need to upgrade the 

computerized system; getting refund from tax authority; enhancing the accounting system 

to accommodate for GST; clarity of goods and services that are taxable; maintaining 

records for clients; understanding the GST legislation; dealing with tax authority; and 

cooperation from clients. Indeed, one of the area of difficulties faced by SMEs are from 

the information technology perspectives. The main suggestion to the RMCD is to provide 

a briefing and subsidy on the upgradation of system as this will incur more cost for the 

organization. 
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Overall of the study, based on the graph 6.1 it shows that highest mean is 3.85 which is 

the understanding on SST; followed by 3.76 on the probable area of difficulty in SST; 

3.74 on awareness towards SST implementation; 3.70 on attitude towards SST 

implementation; 3.65 on the preparedness towards SST implementation; and lastly the 

lowest is 3.6 from the level of acceptance on SST implementation. 

 

Thus, it is known that the main independent variables are the understanding of SST and 

probable area of difficulty in SST and the lowest is the level of acceptance on SST 

implementation. Based on the study conducted Bidin, Marimuthu, Derashid, Idris and 

Ahmad, (2016), it was said that in the implementation of GST, the attitude on the 

performing the behaviour in complying with the GST strongly depends on the awareness, 

understanding and preparedness towards GST. One of the elements in this study was said 

that the implementation of GST is strongly depending on the understanding towards GST. 

Hence, the implementation of SST is also proved to be strongly depending on the 

understanding towards SST which will lead to a performing and complying with the tax 

system. 

 

6.3  Implications of the Study 

Implications of the study are suggestion based on the findings which may be important 

for the policy, practice, theory or subsequent research. There are two implication been 

suggested that are theoretical and managerial implications. 
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6.3.1  Theoretical Implications  

 

Since SST is still new in Malaysia, not many studies have been taken in terms of the SST 

compliance, specifically in the Malaysian context. Therefore, this study has contributed 

to the existing literature by exploring the intention to SST compliance among taxpayers 

particularly manufacturers in the Malaysian context. The variable is awareness, 

preparedness, level of acceptance, understanding, attitude and probable area of difficulty 

which are identified as perception of SMEs on the implementation of SST in Malaysia. It 

provides insight on the perception of SMEs on SST implementation and the empirical 

studies are based on the GST implementation. 

 

6.3.2  Managerial Implications  

 

The breakthroughs of the research provided vital ramifications for responsible authorities 

and the RMCD. The RMCD needs to consider the important predictors that impact of 

SMEs to consent towards SST during its implementation. According to this study, 

acceptance, awareness, attitude, understanding, preparedness, and probable area of 

difficulty play significant roles towards SST perception among the SMEs. 

Effective supervision of SST by RMCD is comparatively supervising behaviour for the 

benefits of SST compliance. There has dependably been strong public and media 

enthusiasm in tax and customs issues in Malaysia; it is a safe strategy that can help to 

support taxpayers' attitudes, especially manufacturers of these benefits in relation to 

whether the tax burden distributed equally across society. Open and media intrigue 
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likewise gives chances to get over the messages about the advantages and dangers of 

compliance. RMCD ought to seek opportunity by giving knowledge to end-user on the 

importance of tax payment for the development of the country. For instance, Ministry of 

Domestic Trade and Consumer (KPDNHEP) broadcast advertisement in television, radio 

and other social media by providing more information and awareness programs to public.  

Education for existing members in business is likewise a significant plan because indirect 

tax revenues collection system in Malaysia for the most part depends on taxpayers 

evaluating their own account for threshold or subject to enrol as licensee. Basis to this 

framework taxpayer must have adequate information in the tax laws and procedures. The 

government must have market division among potential taxpayers, for example, 

manufacturers from distinctive industries, size of capital and other community so that 

information education can be sent effectively through media, for example, week by week 

article in major daily paper or radio, road show, small dialog and direct seminar and course 

throughout the nation. It will cultivate public new perception on consistence considering 

the trust and transparency displayed by tax administrators.  
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6.4  Recommendations to the Management  

 

Compliance behaviour value on opportunity to evade with tax knowledge, perception with 

fair perception in tax system, tax structure with tax system complexity and taxpayer 

perception on tax law and enforcement cannot be managed separately because these 

factors are closely linked, and they are costly. These six variables look like small issues, 

but it involves optimization of information as a key determinant to cater it. The tax 

administration must made tangible progress in four distinct areas: 

 

i.   Technologies to overcome area of difficulties; 

ii.  Taxpayer education to promote preparedness; 

iii.  Educating the young for favourable attitude; and 

iv.  Influencing compliance through promoting awareness. 

 

6.4.1  Technologies to overcome area of difficulties 

Tax administration must increase the amount of information provided by technology such 

as phone or internet because it is one of the high demands nowadays. The taxpayers are 

showing overwhelming interest in indirect tax; the information accessible via internet; a 

basis on which tax obligations fulfilled electronically; and a growing number of taxpayers 

are using the services. A total of 432,294 people visited the RMCD website until March 

2008 and 15,686,000 Malaysian uses the internet (Internet world stats: 

http://www.internetworldstats.com - August 2009).  
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The main reasons to create customers service by toll free phone or call centre and internet 

customer service are to provide immediate response to any enquiry. Public will easily get 

more information about indirect tax system. This technology enables the taxpayers to 

overcome the probable area of difficulties such as the confusion on the rules and 

regulation. 

 

6.4.2  Taxpayer education to promote preparedness 

 

Education for existing participants in business is also an important agenda. This is because 

indirect tax revenues collection system in Malaysia generally relies on taxpayers assessing 

their own account for threshold or subject to taxable goods to register as licensee. 

Fundamental to this system of self-assessment is taxpayers must have enough knowledge 

in the tax laws and procedures.  

 

Tax administrator must have market segmentation among potential taxpayer such as 

manufacturer from different industries, size of capital and other community so that 

information education can be easily conducted through media such as weekly article in 

major newspaper or radio, direct seminar, small dialog road show all over the country. 

This will increase the preparedness of the taxpayers on the compliance of tax. Moreover, 

the taxpayers who undergo this training will enable them to prepare themselves from all 

the perspectives. 
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6.4.3  Educating the young for a favourable attitude 

 

Education of taxpayers is a key issue in a tax system based on self-assessment. Tax 

administration must give special attention to the new generation of future taxpayers. All 

economies in transition are facing the issue that changing the legal, social environment is 

relatively easy but to change the people's way of thinking and their behaviour is much 

more difficult.  

In bringing about this change, education of the young plays a key role to create trust for 

working together for a better future of Malaysia. By educating the young, it will enable 

the young to have a more favourable attitude towards changes of tax system and its 

mechanism. 

6.4.4  Influencing compliance through promoting awareness 

 

Effective management of indirect tax by a tax administration is partly about managing 

behaviour for the benefits of tax compliance. There has always been strong public and 

media interest in tax and customs issues in Malaysia. It is good strategies that can help to 

support taxpayer behaviour of these benefits in relation whether the tax burden distributed 

equally across society.  
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Public and media interest also provides opportunities to get across the messages about the 

benefits and risks of compliance. RMCD Public Service Department must constantly 

seeking opportunities to do this by giving knowledge to end-user party that pay the tax 

about how important tax for the country, without it the country cannot develop rapidly. 

For instance, Ministry of Domestic Trade and Consumer’s (KPDNHEP) advertisement in 

television indirectly giving more education and information to the public. 

6.5  Future Research 

 

Based on the data collected in the study, it is recommended that topics for future study 

could include the following: 

i. The study was limited to SMEs in northern region of Malaysia. This similar study 

could replicate for SMEs in other states in Malaysia. 

ii. This same study should also replicate to other indirect tax legislations to have a 

clear view on the perception of the SMEs on other indirect taxes other than the 

SST. 

iii. The study could be conducted with use of the same instruments (e.g., 

questionnaires) to measure the perception of SMEs such as timely filing or 

lodgement of requisite taxation information, report complete and accurate 

information and payment of taxation obligations on time. This approach will be 

able to explore on the perception of SMEs from different perspectives but using 

the same platform. 
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6.6  Conclusion 

 

The purpose of this study is to examine the perception of SMEs in the implementation of 

SST 2.0. The findings of this study suggest that the awareness, preparedness, level of 

acceptance, understanding, attitude and probable area of difficulty create a significant 

perception among the SMEs. The findings of this study provide a contribution to both 

practical and academic world. The results of this study can be used as a guideline by 

various parties such as RMCD, SST collection centres and agencies, merchants, bank 

decision makers, governments, and practitioners to formulate relevant as well as 

appropriate strategies related to SST compliance. 
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APPENDIX 1 

 

APPENDIX 1: QUESTIONAIRE 

 

 

 

BORANG SOAL SELIDIK 

PERSEPSI SME KE ARAH PERLAKSANAAN CUKAI JUALAN DAN 
PERKHIDMATAN (SST) 

Tuan/Puan yang dihormati, 

Sukacita dimaklumkan bahawa saya, Kasmira Gupta a/p Baldev Raj, penuntut Program 
Sarjana Sains (Perakaunan Antarabangsa) di Universiti Utara Malaysia (UUM). Saya 
dalam usaha menyiapkan kertas projek penyelidikan berkaitan persepsi SME berkaitan 
dengan perlaksanaan cukai jualan dan perkhidmatan (SST) 

Saya memohon jasa baik tuan/puan memberi sedikit ruang masa untuk memberikan 
maklum balas pada soal selidik ini walaupun saya sedar bahawa masa tuan/puan amat 
berharga dan banyak perkaran yang perlu dilaksanakan. 

Sesungguhnya saya amat mengharapkan kerjasama tuan/puan untuk memberikan maklum 
balas secara jujur terhadap semua soalan yang dikemukan. Tiada jawapan betul atau salah. 
Maklum balas tuan/puan hanya akan digunakan bagi tujuan penyelidikan akademik 
semata-mata. Jawapan dan maklum balas tuan/puan adalah RAHSIA dan SULIT. 

Kerjasama tuan/puan adalah amat dihargai dan saya dahulukan dengan ucapan jutaan 
terima kasih. Sekiranya terdapat kemusyikilan mengenai kajian ini , tuan/puan boleh 
menhubungi saya di talian 017-5425880. 

 

Yang Benar, 

Kasmira Gupta 
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APPENDIX 2 

APPENDIX 2: SPSS RESULTS (DEMOGRAPHIC)  

 

Location of Business / Company 

 

 

 

 

 

 

 

Business / Company SST Identification number  

 

 

 

 

 

 

 

 

 

 

 

 

 



122 
 

 

Type of Business 

 

 

 

 

 

 

 

 

 

Sector of Business 
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           Size of Business  
 

 

            

 

     

 

 

 

 

 

        Position in the Business / Company 
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Year of experience in the present designation 

 

 

 

 

 

 

 

 

 

 

 

 

Qualification 
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Age 
 

 

 

 

 

 

 

 

 

 

 

 

Gender 
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APPENDIX 3 

APPENDIX 3: RESULT FINDINGS 

 

3.1 ACCEPTANCE 

 

 

Component Matrixa 

 Component 

1 2 

1.SST will result in higher price for Goods and Services. .681 -.143 

2.SST is a fair tax rate structure. .037 .812 

3. SST will generate and increase revenue for the country. .026 .788 

4.The 10% &amp; 5% for sales and 6% for services rate is too high. .649 -.039 

5.SST system is easy to implement and understand. .050 .770 

6.Upon SST Implementation, the cost of doing business increases. .727 -.072 

7.The company need to upgrade the existing system for SST purpose. .717 -.020 

8.SST will benefit government more than taxpayers. .692 .146 

 

 

Item Statistics 
 Mean Std. Deviation N 

1.SST will result in higher price for Goods and Services. 3.60 .931 116 

2.SST is a fair tax rate structure. 3.26 .961 116 

3. SST will generate and increase revenue for the country. 3.69 .973 116 

4.The 10% &amp; 5% for sales and 6% for services rate is too high. 3.79 .919 116 

5.SST system is easy to implement and understand. 3.38 1.085 116 

6.Upon SST Implementation, the cost of doing business increases. 3.60 .995 116 

7.The company need to upgrade the existing system for SST 

purpose. 

3.76 .975 116 

8.SST will benefit government more than taxpayers. 3.73 .936 116 
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3.2 AWARENESS 

 

 

Item Statistics 
 Mean Std. 

Deviation 

N 

1.Does your business aware that SST would affect business 

technically (information technology and training) and operationally 

(invoicing)? 

3.60 .883 116 

2.Does your business aware that they need to provide training to the 

employees regarding SST? 

3.75 .950 116 

3.Does your business aware that tax agentâ€™s services are needed 

by business when SST implemented? 

3.77 .868 116 

4.Does your business aware that there is service tax of 6% and sales 

tax of 10% and 5%? 

3.74 .952 116 

5.Does your business aware that in SST there are exempted 

supplies? 

3.69 1.008 116 

6.Does your business aware that they need to upgrade the system to 

accommodate for SST? 

3.74 .896 116 

7.Does your business aware that they need to provide training on the 

system usage on SST? 

3.91 .860 116 

Communalities 

 Initial Extraction 

1.Does your business aware that SST would affect business technically (information technology 

and training) and operationally (invoicing)? 

1.000 .524 

2.Does your business aware that they need to provide training to the employees regarding SST? 1.000 .774 

3.Does your business aware that tax agentâ€™s services are needed by business when SST 

implemented? 

1.000 .508 

4.Does your business aware that there is service tax of 6% and sales tax of 10% and 5%? 1.000 .761 

5.Does your business aware that in SST there are exempted supplies? 1.000 .755 

6.Does your business aware that they need to upgrade the system to accommodate for SST? 1.000 .662 

7.Does your business aware that they need to provide training on the system usage on SST? 1.000 .811 
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3.3 ATTITUDE 

 

 

 

 

 

 

Item Statistics 
 Mean Std. Deviation N 

1.My business is favor in replacing GST with SST. 3.51 .928 116 

2. My business is happy to pay SST. 3.26 .997 116 

3.I would remind my company to comply with SST 

requirement. 

3.74 .814 116 

4.My business agree that government must educate the 

business community on SST. 

3.91 .780 116 

5.My business would acquire more information if 

encountered problem in SST. 

3.84 .864 116 

6.My business favor in upgrading the system for SST 

purpose. 

3.78 .832 116 

7.My business favor in training the staff on the system usage 

on SST. 

3.88 .825 116 

Component Matrixa 
 Component 

1 2 

1.My business is favor in replacing GST with SST. .484 .641 

2. My business is happy to pay SST. .470 .698 

3.I would remind my company to comply with SST requirement. .803 -.138 

4.My business agree that government must educate the business community 

on SST. 

.476 -.428 

5.My business would acquire more information if encountered problem in SST. .803 -.156 

6.My business favor in upgrading the system for SST purpose. .785 -.063 

7.My business favor in training the staff on the system usage on SST. .839 -.179 
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3.4 UNDERSTANDING 

 

 

 

 

 

 

 

 

 

 

 

 
 

Item Statistics 
 Mean Std. Deviation N 

1.Does your business understand that SST is a consumption 

tax? 

3.71 .875 116 

2.Does your business understand that SST is a transaction-

based taxation? 

3.78 .895 116 

3.Does your business understand that SST imposed on a 

single stage of business transaction? 

3.89 .949 116 

4.Does your business understand that in SST payment is on 

self-assessment basis? 

3.67 .902 116 

5.Does your business understand SST is a single stage 

taxation unlike GST multiple stage taxation? 

3.94 .878 116 

6.Does your business understand that GST is replaced with 

SST? 

4.04 .785 116 

7.Does your business understand that they need to upgrade 

the system to facilitate SST? 

3.91 .813 116 

8.Does your business understand SST is a cost of business 

and need to be reported in Profit and Loss Statement? 

3.87 .819 116 

9.Does your business understand SST is much different from 

GST? 

3.88 .943 116 
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Component Matrixa 

 Component 

1 

1.Does your business understand that SST is a consumption tax? .834 

2.Does your business understand that SST is a transaction-based taxation? .838 

3.Does your business understand that SST imposed on a single stage of business 

transaction? 

.816 

4.Does your business understand that in SST payment is on self-assessment basis? .704 

5.Does your business understand SST is a single stage taxation unlike GST multiple stage 

taxation? 

.839 

6.Does your business understand that GST is replaced with SST? .683 

7.Does your business understand that they need to upgrade the system to facilitate SST? .698 

8.Does your business understand SST is a cost of business and need to be reported in 

Profit and Loss Statement? 

.710 

9.Does your business understand SST is much different from GST? .800 
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3.5 PREPARDNESS 

 
Item Statistics 

 Mean Std. 

Deviati

on 

N 

1.Does your company is prepared for any changes in the business 

operation when SST is implemented? 

3.69 .859 116 

2.Does your business prepared for any potential impact on the 

business cash flow when SST is implemented? 

3.66 .913 116 

3.Does your business is prepared to incur initial capital outlay (new 

equipment) for SST? 

3.52 .860 116 

4.Does your company is prepared to re-price the goods and 

services when SST is implemented? 

3.72 .910 116 

5.Does your company is prepared in the increase of compliance 

cost on the introduction of SST? 

3.62 .901 116 

6.Does your company prepared to review the accounting system 

once SST is implemented? 

3.71 .885 116 

 
 

Component Matrixa 
 Component 

1 

1.Does your company is prepared for any changes in the business operation when 

SST is implemented? 

.856 

2.Does your business prepared for any potential impact on the business cash flow 

when SST is implemented? 

.858 

3.Does your business is prepared to incur initial capital outlay (new equipment) for 

SST? 

.827 

4.Does your company is prepared to re-price the goods and services when SST is 

implemented? 

.854 

5.Does your company is prepared in the increase of compliance cost on the 

introduction of SST? 

.870 

6.Does your company prepared to review the accounting system once SST is 

implemented? 

.891 
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3.6 PROBABLE AREA OF DIFFICULTIES 

 
Item Statistics 

 Mean Std. 

Deviation 

N 

1.Need to upgrade the computerization system. 3.94 .772 116 

2.Enhance the accounting system to accommodate for 

SST. 

3.91 .834 116 

3.Increase documentation burden for record keeping. 3.78 .933 116 

4.Keeping records and documentation. 3.86 .779 116 

5.Clarity of goods in terms of HS Code and services 

taxable. 

3.80 .836 116 

6.Lack of SST knowledge. 3.84 .854 116 

7.Understanding of SST legislation 3.59 .996 116 

8.Calculation of sales and service tax. 3.67 .873 116 

9.Shorter period time to lodge document to tax authority. 3.52 .880 116 

10.List of exempted goods and services 3.75 .864 116 

11.Possibilities of double taxation in the supply chain for 

goods and services. 

3.66 .904 116 

 

 

Component Matrixa 
 Component 

1 2 

1.Need to upgrade the computerization system. .732 -.370 

2.Enhance the accounting system to accommodate for SST. .711 -.496 

3.Increase documentation burden for record keeping. .754 -.188 

4.Keeping records and documentation. .797 -.354 

5.Clarity of goods in terms of HS Code and services taxable. .725 -.291 

6.Lack of SST knowledge. .598 .119 

7.Understanding of SST legislation .704 .328 

8.Calculation of sales and service tax. .764 .287 

9.Shorter period time to lodge document to tax authority. .673 .461 

10.List of exempted goods and services .740 .103 

11.Possibilities of double taxation in the supply chain for goods and 

services. 

.649 .542 
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