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SALES AND SERVICE TAX 2.0

It's an investment in Malaysia’s future and fiscal resilience

AEKING a comparison

between the Sales

and Service wx (55T}

nd the Goods and

Services Tax (GST) Is actually en-
gaging in a misguided debate.

The {ocus should be on where
the expected additional revenue
derived from the S5T expansion
[SST 2.0) will be directed and in-
vested. and how the reform in
the SST 2.0 model can improve
the fiscal resilience of the econ-
omy.

The starte of the Malaysian
economy and the global economy
at large today Is different from a
decade ago when GST was rolled
out.

When GST was introduced, 55T
was abolished. And when GST
was abolished in 2018, S5T was
reintroduced. Now, we have 55T
0.

In Madani economic térms, it is
about achieving the twin objec-
tives of “ralsing the ceiling™ and
“raising the floor™, which essen-
tially secks 10 empower the peo-

ple and to transform the ccon-
omy [nto 4 high-income nation.

Today, a whale range of public
support — schools, universities,
clinics, hospltals, roads, Internet
access, bridges, security, legal
system, eic — is more crucial
than ever and this involves gov-
emnment spending and invest-
ments.

Imagine how we faced the
Covid-19 pandemic without gov-
ernment support. just to show
one example. Currently, human-
ity Is facing a slew of existential
and once-in-a-lifetime changes.

Climate change, technological

revolution, digital economy and
ageing soclety all require a fun-
damental shift in the structure of
the economy and, hence, the
need for the government to
broaden thelr revenue base in a
sustainable manner,

Adding to this isthe global eco-
nomic uncertalnty and ongoing
geopolitical risks which, again,
require the government to play a
greater role than in the past
mitigate their downside impact
10 the economy.

To stay competitive. the gov-
ernment needs to invest in many
“moonshot projects”™ and. re-
search and development that will
anchor and propel the economy
1o greater heights.

When it comes to paying taxes,
the real question is always about
the value that the people get from
paying those taxes.

For instance, Denmark. Swe-
den and Finland have among
the highest 1ax rates in the world.
But they are also always ranked
a2t the top globally in the hap-

piness report.

Finland now has the “happlest
people” for eight consecutive
vears. Denmark ranked second
while Sweden came In fourth.

What are the reasons behind
their happiness?

COne factor that cannot be de-
nied Is thelr robust welfare sys-
tem, including the comprehen-
sive, high-quality and reliable
healthcare, education and public
transport systéms,

In Sweden and Denmark, their
strong soclal safety net and pen-
sion systems are among the best
inthe world.

To put it simply, it is about
“higher taxes, higher rewards®.

The same argument can be ex-
tended to the business commu-
nity. The issue i not so much
about additional costs due to
higher taxes. but the value these
companies can get for paying
those taxes.

if the logic is that lower taxes
will attract more businesses and
nvestmients, then many compa-

nies would have flocked to
Paraguay, where its corporate in-
come tax is one of the lowest in
the world at 10 per cent.

Even with the higher taxes.
Stockholm has been dubbed the
“Unicom Factory™,

From Spotify te Minecraft,
Stockholm has the highest num-
ber of tech unlcoms (Startups val-
sed at above USSL billion) per
capita in the world after Silicon
Valley in the United States.

Meanwhile, with the extra rev-
enne from S5T 2.0, Malaysians
must feel their well-being and
prosperity will improve in the fu-
ture.

It is expected that the tax-to-
gross domestic product ratio can
be increased from the present 12
percent toa bevel that s ar least at
par with our peers or with other
Asla Pacific countries.
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