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The Effect of Value Added Tax to Entrepreneurs and Consumers Research in

Khon Kaen Province

Abstract

The Vaiue Added Tax has been in used in Thailand for 6 years and there are
now many questions about whether it has effectively decreased the problems in the tax
systems as some scholars had claimed. The aim of this paper is to study entrepreneurs’
and consumers' attitudes towards VAT in Khon Kaen province. This will be done by
focusing on both the perceived effects of VAT upon entrepreneurs and consumers, as
well as the specific structure of VAT. This project also attempts to develop a
methodology to improve VAT regulation and possible ways to increase voluntary tax
payment. These objectives were achieved by using both quantitative analysis, using a
sampling of 86 entrepreneurs and 361 consumers.

The results are as follows:

1. Most entrepreneurs agree with the implementation of a VAT to replace a
regular tax, since the VAT does not directly effect their income.
Entrepreneurs agree that if the VAT rate is increased from 7% to 10%
governmental revenue from the tax will increase as well. The main resources
through which the entrepreneurs receive information about VAT are
television and radio. The information that they receive, however, is not clear
enough. The suggestions given to entrepreneurs by tax officials are often not
used because the explanations offered by government officials are to short
to be helpful. Some entrepreneurs think that their questions do not receive
proper responses This may be because of one of the following reasons: The
questions cannot be answered by government officials, the answers given
by the officials are too short, or the answers are too difficult to understand
because they are to directly worded. The most common problem which

entrepreneurs encountered when the VAT system was implemented was the



slow process of tax-reimburstment. Another obstacle to the acceptance of
VAT is that entrepreneurs do not see the VAT as a useful tool.

Most consumers know what the VAT is, but they Cénnot define a VAT, which
is a tax that increase in value during each step of the process of production,
distribution and service. Most consumers agree with the implementation of
the VAT | even though it creates an increase in all product priced goods.
Most consumers disagree with an increase in the VAT rate to 10% but they
do think that a VAT is beneficial. This is because the VAT tax receipt allows
consumers to know exactly how much tax they are paying and stops
businesses from falsifying sales and tax records.

Both the initial implementation of VAT and the possible rate-increase
decrease consumers true income. This has only a small effect upon
consumers though, because they are only responsibte for a small portion of
the tax. The new VAT tax format also changed tax payers' perception of tax.

They now feel that they are required to pay tax even if they do not want to.

Suggestions
The tax system should be improved to make it more convenient for the tax
payer.
The government should inform the public about the VAT more through
additional sources.

The appropriate VAT rate should be between 5-7%

The government should enforce stiff penalties for tax-avoidance or tax-receipt

falsification.
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