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It is without doubt that small 
and medium enterprises 
(SME’s) play a signifi cant role 
in the development of the 

Malaysian economy, constituting 
98.5% of the total business estab-
lishments in the country.

However quite a few of them are 
still facing a variety of challenges 
and obstacles that deter further ex-
pansion of their businesses. As a 
consequence of the implementation 
of Goods and Services Tax (GST), 
smaller SME’s like YLW Vision 
Engineering works which belongs 
to Andy Yap gets hit the hardest. 

With businesses like Yap’s not 
having moved with the times, the 
advent of GST proved to be an es-
pecially daunting challenge to deal 
with. Having spent decades deal-
ing with traditional accounting 
ledgers and hard copy documents, 
managing and becoming compliant 
with GST – even voluntarily – can 
be a scary process. 

Only businesses with annual rev-
enue in excess of RM500,000 will 
be required to report their monthly 
sales and purchases and submit to 
GST audits. Businesses with an an-
nual turnover not exceeding 
RM500,000 are exempt from regis-
tering. This is a double-edged 
sword however, as they will not be 
able to pass on GST costs to the end 
user, and instead, must absorb the 
upstream GST costs themselves. 
This is exactly the situation Yap 
fi nds himself in. 

Mandatory registration is re-
quired for businesses with annual 

sales of taxable turnover exceeding 
RM500, 000. However voluntary 
registration of businesses below the 
threshold is allowed provided the 
business enterprise can show that 
it plans to stay in business in the 
future. Registration, allows the 
business owner to claim the GST 
paid on the purchases or inputs 
which will otherwise become a cost.

Yap who has been absorbing the 
GST costs told MALAYSIA SME® 
that he wasn’t interested in regis-
tering for GST because it is a hassle 
and he feels there is no need for it. 
He did go for some GST related 
talks, but realised that the cost of 
changing and upgrading his cur-
rent account process would cost 
him thousands. With such a small 

operation like his, Yap did not think 
that the migration would be worth 
the effort. 

“I don’t see a need for it. Plus 
there is no computer in our offi ce. 
There’s no need for us to have com-
puter, because we engage the ser-
vices of a freelance accountant. We 
only know the traditional way of 
bookkeeping,” said Yap.

Nonetheless, tax barrister and 
GST expert Dave Ananth said that 
businesses should not fall into this 
trap, and urged all businesses to 
voluntarily register for GST, even 
if they did hit the RM500,000 an-
nual turnover threshold. 

“Why suffer by absorbing the 
costs? Registering for GST is for 
your own benefi t. You can claim 
back the impact costs. 

“Yes, initially businesses will in-
cur costs by needing to buy GST 
software and revise their pricing 
strategies. They would also have to 
change their current processes and 
procedures and upgrade their ac-
counting system to support this 
new initiative. However all these 

things are just one-off costs, in the 
long run they’ll be able to do it 
themselves and will be able to claim 
back their business costs. There will 
then no need to absorb their sup-
plier’s costs.” 

Taking into account his experi-
ence from working in New Zealand, 
Dave added that feedback from 
small SMEs there were that their 
operations eventually became cost-
effective in the long run. 

Although traditional bookkeep-
ing may be attractive to smaller 
businesses, Dave advised caution 
about falling back on this as an 
excuse. 

“Businesses have to keep up with 
the times. The software is actually 
a simple system. Yes there is more 
work to be done. However, by not 
registering, they are missing out 
from the bigger picture benefi ts. 
Looking at the long term, there is 
a positive impact on their 
businesses.”

With the previous Sales and 
Services Tax (SST), business own-
ers could not claim anything. 
Businesses could not deliberately 
transfer the cost to consumers as 
the government would act against 
them under the Price Control and 
Anti-Profiteering Act 2010. 
However with the GST, Dave be-
lieves that the ability of GST-
registered businesses to pass on the 
costs to the end-user is ultimately 
benefi cial to businesses. 

The impact of GST is on all the 
transactions of the business enter-
prise involving money or other-
wise. This includes both local and 
overseas transactions involving 
goods, services and fi nancial & in-
tellectual property transactions; as 
such businesses like Yap’s would 
be directly affected.

According to a survey conducted 
by the Associated Chinese Chamber 
of Commerce and Industry of 
Malaysia (ACCCIM) earlier this 
year, it normally takes between 18 
and 24 months for businesses to 
adapt to the GST system; therefore 
with only seven months into its im-
plementation, Malaysia’s adoption 
of GST is still at its infancy. 

Comparing to New Zealand where 
it was implemented more than twen-
ty years ago, Dave admitted it took 
time for their local businesses to do 
their taxes right. Young or old, they 
basically do the taxes themselves. 

However, there was signifi cant as-
sistance from the New Zealand gov-
ernment, which provided personal-
ised and free customer service to help 
SMEs cope with the transition. Dave 
suggests that eventually Malaysia 
would  have to take that approach. 

For businesses, it ultimately boils 
down to one point: the GST is here 
to stay. It is a work in progress, but 
sooner or later, it catches up to eve-
ry business, regardless of the stipu-
lated annual turnover threshold.  
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To register or not to register for GST? 
That is the big question for SMEs
Seven months since its implementation, a GST expert 
encourages small businesses to voluntarily register 

for the GST for their own benefi t

Why suffer 
by absorbing 
the costs? 
Registering for 
GST is for your 
own benefi t. 
You can claim 
back the impact 
cost.”
— Dave

Yap speaking to MALAYSIA SME® about the challenges 
facing small SMEs like his


