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ABSTRACT

The objectives of this research were to MVesﬁgatc:Tl)Ecx:cge§ erfgc‘:tsa of an
increase of a value added tax (VAT) rate towards entrepreneurs and consumers; and 2)
entrepreneurs and consumers’ opinions about the increase of such a VAT rate. The samples were
categorised into two groups: 1) entrepreneurs in the VAT system group and 2) consumers who
lived in Chiang Mai province. The entrepreneurs group consisted of three sub-categories: 1)
retailers and wholesalers (N = 63); 2) producers (N = 18) and; 3) service entrepreneurs (N = 11).
The consumers group consisted of three sub-categories, 1) those within muang district areas
(N = 100); 2) those within rural areas (N = 100) and; 3) those within other district areas
(N = 100). These groups were chosen by an accidental sampling technique. The instrument of

the research was a rating scale and open-ended questionnaire.

The findings revealed that most entrepreneurs were male, and 31-40 years of
age, had a bachelor's degree, and worked as employees. Most of business were in a form of
juristic companies or partnerships aiid had the authorized capital of less than one million baht.
Most consumers were female, 21-40 years of age and married, had their cwn business with au
average income of less than 5,000 baht per month and had a vachelor's degree.

Most entrepreneurs expected that an increase of the VAT rate would affect their
business in terms of their business expansion, incomes, profits, and decisions to stop the
business and tax burden. However, they were not sure if it would affect their employment. The

consumers expected that an increase of the VAT rate would affect their behavior to buy needed

goods (76.33 percent) and luxury goods (64.33 percent).

Both the entrepreneurs and consumers disagreed with an increase of the VAT
rate from seven percent to ten percent because the economy was not yet recovered. If the VAT
rate were to be increased, it would link as a chain to affect poor people. The VAT rate would
also result in a higher expenditure when an income was still the same. When goods prices
increased, the buyers would reduce their purchases. As a result, entreprenures could not increase

their product capacity and hence could not hire more employees. This in turn lead to lower total

incomes.

Therefore, based on the entreprenures and customers, the government shoud
consider increasing the VAT rate only for luxurious goods such as fragrance, cigarette and
liquor. The government should also publicize why the tax rate should be increased so as to

prepare people to face its future effects.





