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2024 Budget is the perfect vehicle to reintroduce GST

FTER the launch of the

Madani Economy

framework, two pans of

the National Energy
Transition Roadmap, the New in-
dustrial Master Plan 2030 and the
12th Malaysia Plan midterm: re-
view, another crucial economic
document that will add to and
complement the Madani Econo-
my ‘narrative is the upcoming
20024 Budpet,

One-aspect that is -missing in
terms of structural change within
the Madani Economy framework
is reform of the 1ax system.

If we agree that the current
Sales and Service Tax (S5T)-svs-
t2m i5 the best option that we
have, then discussions about re-
forming the tax system are imel-
evant.

However, that is clearly not the
case-in the Malaysian economy
today. Dur revenue: base is still
narrow and S5T is far from: pro-
gressive,

The black economy s srill
widespread, and reliance on ofl
and gas as one of the main
sources of revenue is obviously
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not in line with: the aspiration to
move away from a fossil fuel-
bhased economy.

S5T Is an obsolete tax system,.
which is not compatible with a
country that-aspires to become a
high-income nation in just a few
Years.

The government. -in the 2024
Budger, must consider reintro-
ducing the Goods and Services
Tax (GST), either next year orin
early 2025

GST is more efficient and trans-
parent. It can broaden the rev-
enuebase and tackle the black or
shadow economy.

As a consumpition tax sysiem,
we 'can move away from heavily

relying on 0il and gas revenue
and fully commif to the sostain-
ammy agenda moving forward.
When the tax system is efficient
and extended into the shadow
economy, the government’s rev-
enue will see a predicrable and
sustainable improvement. Thisis
in contrast inaone-off increase il
the government focuses only on
eradi mmsptinn Or mEan-
aging leakages In the system,
whilch-are crucial nonethaless,
This extra revenue can be used
to directly help the peopls, es-
pecially to manage the rising cost
of living, by increasing their in-
come and wages, Improving so-
cial safety nets, reforming the
pension system, building more
basic services, providing job

guarantees, and exploring

emerging sectors such as renew-
able energy.
GST Is more superior in terms

of anacting foreign direct in-.

vestments (FDIs) o our shomes.
As GET is rolled out, the govern-
ment can gradually reduce in-
come and corparate taxes.
Reducing corporate tax would

make oUr country more attractive :

than our neighbours o foreign
Investor.

In this context, given the cur-
rent tegional and global land-
scapes, the introduction of the
Capital Gains Tax (CGT) seems
inappropriate as it would have an
opposite affect on - investors.

 natjons fn this region do
nat the tax and it could
dampen our competitiveness
from an investor’s point of view.

A= GST s nur.dimpmed on ex-
ported goods and services, it has
the porential to improve our ex-
poris and trade In general.

As the government strives to-

wards fiscal consolidation, as

stipulated in one of the key per-
formance indicators of the
Madani Economy framework,
GST is crucial. But it is not suf-
ﬂ.-:lﬂut.ﬂnehas to pair it with
targe:ed subsidy measures.
which must be elaborated on in
the 2024 Budger

In eronomics, one has to un-
derstand that taxation is not
merely about generating revenue
for the government or stimulat-

ing economic activity. A siperior
tax system, like GST, can improve
governance, accountability, and
praovide a more transparent
frameworl of economic manage-
ment.

GST has the capacity to redis-
tribute income, create a just and
fair economic system for socisty,
and ultimately bring about social
justice and an authentic humane
economy as espoused in the

- Madani economic philosophy:

Currently, only 2.5 million
Malaysians of the 16 million-
strong labour force pay taxes to
Support 3 population of abount 33
million. Is that fgir? Those who
work hard and eam more will
have to pay more taxes. Is that
compassion?

Henpe, the 2024 Budges will be
4 perfect vehicle 1o bring. sob-
stantive structural reforms o the
economy. Ong aspect would be
the reintroduction of GST.

The writer is associale professor at
the School of Economics, Finance
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