CHAPTHR IV

EXCISES AND LICHNCRS

In Nalaysia excise duties are imposed on loocal grown and
locally memufsetured products, 1I¢s significance ae a source of
revenué hes not been as important as export or import dutiss, but the
rate of growth of ite contridution to total revenue has been more
resariable then import and sxport dutiss. Purthermore, in sll the
bhudget spsoches before 1966, there has been no recogmition of the
future impertanse of exolses, However, in the 1966, Supply pi11l,
the Hinister himself stvessed its growing importance, In the post,
its imsignificant ecatribution to the federal revenue oollection was a
reflection of the lew level of industrial development in the eountry.
But a8 the prossss of industirimlisation proceeds and ss export and
izport duties becoms increasingly unrelisble es a major source of
covernment revemues, we may well witnecs a corresponding inorease in
vxoise duties contribution both in adbsolute and relative terms,.

The latest excise duty rates are to be found in the Excise
Juties Order 1365.2 This Order, only applies to the Statss of Malaya.
xoise duties fer the Borneo itates are operative under different
Urders and Acts which shall be briefly dealt with in due ocourse.
icoopding to the Bxcise Duties Order 1965, excise duties currently
operative are oms (1) intoxicating liquors, (2) tobacoo, (3) petroleum
and petvelewn preducts erd (4) miscellaneous mamufactured articles.

{1) Intoxieating Liguors Rates of Duty
(1) Beer and Ale o . « « o « + + » » 34480 por gallon
(44) Steut and Porter . « o « . o+ o o $4 .80 per gallon

(141) Semsu (ineluding medicatsd

31, r proof gsllon
BOMEQ) » o o o ¢ 0 5 v e s e 0 $31.00 per p g&

lgupply BA1l 1966, 0p. cit., Pp. 65-66.

23:31»0 Orﬂbr 1965 LN487, Government Printer., This Urder
revoked the ﬁxeiac Aot 1961,
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. A% present eigareties fncluding s
» ‘ , : paper and filter tips are
;;:::Jo«t, %o &R ex¢ise duty of $1.00 per 1b. Before 1966, ozegge duty
W #Sycsoﬂaﬁi ;::’;gﬂ leaf tobacoo grown in the Federation, But
rovoked the Rxcise Duties Order, 1951, and the
: : el , : bacgo grown in the Federation
specified in Seetien 10 4 of the Tobsooo (Licemoing snd 5xoise Duty
-rdinance 1954, Thevefore the excise of ey K

B , ; of 25¢ per lb. on home grown
tobme was m. Vﬂ:iks Wes probably brought about by the deoreasing
~ignificanee of wevemue from this source, Secondly it could have been

2 relief to %0ba00o grovers, who are largely smsli tobacoo grovers,
‘inally the 1966 Supply P41l elso imposed, on the revocation of this
‘uty, a standard Halaysian rate of $1.00 per 1b. on cigareties
;mnutaeﬁm,hrﬂalmﬂ?. The net yield of both these changes is
cxpeoted $0 be $1l.) m." In order to allow more scope for our own
‘obaceo grovers, they san now sell %o the highest bidder instead of
veing limited to only licensod deslers, Furthermore, the fee of 8240
ver anowm charged for a dealer's liocence fee was ebolished. But the
-icunce fees for mamufacturers of tobacco produsts was increased from
7240 to 8360 per smpum in the States of Malaya but in the case of the
Lorueo States the $100 per annum fee remsined unaltered,

Por 8 eosplete list of excise dutieo operating on petrol and
atroleum produets, sse Appendixz I, In brief, however, the rates are
csaplex and eeaplicated, The possibility of introducing fewor general
rates should be imvestigated. If possible, such a system makes both
saassment and ooclleotion easier, The whole systexz becomes less
:oaplex, We oan generalise by saying that motor spirit, petrol spirits
sad lubricents are most prorinent in the structure of exoise duties on
crtroleum,

1) Miscellameous Manufactured Articles Rates

layiag vards, in packs of 4 suits of |
(i)iﬂmﬁﬁﬁﬁh’c.?.--......... 0;10¢p@rpack

(44) ﬁatahﬁ in a container in which there ave (&) ()?

| (a) mot more then 10 mstches per 100

containers W e s s e s e s e s e s 1Be 16¢

3!#&150 Tuty (amendment) No, 2 Urder, 1965 Li 430 Goveravent
sintar, o o |
45upply BL11 1966, op. cit., P. 55

\ ‘ ; -aods or cuntainers or both are mada
- S(A)uppliaﬁ wm%sragxﬁgg if they sre msda from local timber,
Croi imported mtsrial. ‘ S .



(_h): Wore than 10 but less than 20 matohes . . , 36¢ 32¢

(e) more tham 20 matches but less than 50 , ., . 90¢ 80¢

(a) ter every sddity ‘

¢ & : tional 25 matches or part

. of 25 matehes aver 50 in a container, a

- @uty additional to (c) nhove , , . « o e o 45¢ 40¢

irisigaté’s"P.rPi‘°' of excise cuty was imposed on orown corks.,
;{ﬂzhi: ‘ﬂ?h‘? 1965, hovever, it wan reduced to 2¢. But, the imposition
i lf*t’»~h°‘h4.#°i" and import) had resulted in considerable
“mugsling of this commodity, It had also led to the re-use of old
e Thise ot bited distinct health hasard for the community.

3551 088 oireumstances, both inmport snd exslse .

a6 removed in 1966, » both inport =nd exelss duty on crown corks

There exist in Sevah and Usravsk, separste excise ordinances,
cuw main rabes in the casc of abzh are to be found in the “xcise
‘rdinance Sabah and the xolss Duties Order 1505, TUnder this Order e
cuuplex stauobture of excise duties for signrettes wnd tobacco was in
. eration, But the :Nxzoise Duties Grdinsnce (imendment) Order® of 1965
waostituted for this complex strueturs the foluwing item:

"Cigaretiss inciuding pujer wnd filter tipe" . o o 31.0D por 1b,

his wag Bot only a process of simplification, but also one of harmoni-
cation, The Amendment Urder eiso repealed the exclse ¢uties on crown
corks of 2¢ per pisoce., The Sarawask “xelse Iuties Order® i@ far less
couplicating than the lsleyan or Labak exciss duties structure,

Rubber produced on Penang Island is also subject to excise to
vring 1t into lins with taration clsevbers., Mainland rubter iz subject
‘v sxport duty, but as Penang is & free port thess duties L0 not arcly
tiore, and 80 an excise is imposel in lisu, The Pensng rubler producer
1. thus neither better nor woerse ¢ff ther hie mainland ccuspetitor.

The most significent aspect of yleld from excise duties is the
: remendous inoresse in the absclute arount of sxcise reveaue collected.
‘xcept in 1960 end 1961 (Table 4.1) there has ?oen»a steady increase
‘. excise revemume betwesn 1550 and 1964 reculting in o ten~-fold increass
.thin the T years. If the 1966 estimates prove to by ressonably
surreet, the increass will be nearly fiftecrn iize: the seount collected

'$fx°§;¢ Duties Ordinence (imendment; Crdar 196% Li 431, Tevern=
sant Printer.

T5ee, Fxoise Duties (snendnent; No, 2 Urder, 1G0E .. 487 of
‘zisys, GCovermment Printer.

8Ex¢i$e Putyys Order, 1565 b 432,
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in 1958, Tuis phenemenom of a large scale incresse is absent in all
other sources of goverament revenue. ‘

| Columa (3) Table 4.1 shows the percentage eontribution of
exoise %o total revenue. Starting as an insignificant component of
fedoral revemue, exeise duties showed a big jump in 1963 in its share
of total revenue., The trend contimued in 1964 and estimated figures
for both 1965 and 1966 indicate to & further ineresse. The central
government estimates that by 1966, sxoise duties will cocprise 8,098
of tetal revemus. In goneral terms the significance of excise duties
in totel revemus is expested to have shown s 7% inersase over the aine
years, Similarly the share of excise duties in total tax revemue
showed 2 great jumps, im 1967 and 1964 (ocolurn (4). DPrior to 1963,
sreises countriduted omly sbout 1 of total tax revanue but the 1396E
asctinates expsets their sontridution to be arcund 107>, This inocrease
io eight times the 1958 figure,

TLABLE 4.2

SIGNIFICAYCT OF LOCALLY GROWK 20BAST0
AND  LOCALLY ANURACTURRL  LIQUORS

: Tebaacorand col. (2) as
Year hevene T od % ot Col, (1)
Liquors
(1) t2) (3)
19%8 8,503,855 R,054,354 94,47
1959 8,643,541 7,815,047 90,41
1960 7+925,760 6,581,179 B6.83
1961 7,618,033 6,575,522 36,31
1962 9,002,909 8,162,223 90,66
1963 36 9551 9243 5,771 2594 | 15,79
1964 90,270,362 6,175,634 6,84
| ‘ | £,4%
1965 | 101,200,000 6,508,000
1966 | 125,300,000 5,000,000 3,99
15

o ~ : Aig;gégg Tgble 2.6.
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. Table 4.2 indicates the significance of revemue froa locall
§=°'B,*°h#*=° and locally menufactured liquors in excise revenue. 7
‘hile total exeise revemue hss been generally ineressing during the
period, Q""ﬂ,(z) shows & jerky decrease. From 358 m. in 1958,
locally memufagtured liquors are expested to comtribute oaly $5 =, in
1965" »Iﬁ‘ﬁﬁ’ﬁﬂﬁiaetytefasg the downward trend is even more starting.
In 1958, both these sources together shared about 95% of excise revemue,
In 1963, there was a big drop $o about 16% which dropped further to
about 7% im 1964. In 1966, revemme from this source is expected to
constitute hardly 4% of total excise revemue. Significantly, while
decreasss in revemue oollection from this sourcehave not been so large,
the perosatage érope have been very large dus to the inorease in
coverage of axeise tazes,

TABLE 4.3

SIGNIFICANCE OF LOCALLY BREWED HMALT
LIQUORS, LOCALLY REFINED PSTROL,
ARD LOCALLY RBPINSD HEAVY

AND FUEL OILS

Malt Liquorsj cor. (2)

Locally Refined ol. as
Tear | Exolse Duties Petrol; Locelly | # of Col. (1)

Refined Heavy

and Puel Cils

(1) (2) (3)
i

1958 8,503,853 - ~ -
19%9 8,643,541 - -
1060 7,925,760 - -
1961 7,618,033 - -
1962 , 9’062!909 ‘ - -
1963 3645519243 29,293,030 80.41
1964 90.2‘?%’582 81»527,057 90.31
1965 | 101,200,000 92,300,000 91.20

sourses s for Table 6.

‘ 9?3‘2“15‘59,1¢agar an excise duty on locally grown tobaccO.
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o1 the doors '@1?;1& for both the incresses discussed in Table 4.1
anumn - of r: 4.2 may be found in Table 4.3. The

o ~§t€ra1'::§ lgaszzans from losally brewed malt liguors, locally
Enfigzi 3 aﬁgﬁgﬁgﬂr&f&n&d heavy and fuel oils stated in 1963,
tor the yoar th‘sria~“ mtion wes $29.2 m. This not only compensated
o “&m opad- column (2) of Table 4.2 but in fact imcressed total
e thas:1‘° 0 .!ran $3 m. to $36.5 m. The impaot of excise revenue
zor&n o Qﬁﬁ::: lwas such a8 to reduce the contridution of locslly
zorm ¢ §&!;: 1’5406a113 manufactured liquors from 90% to 15% of exaise
T 11y Patiats io3ally brewed malt liquors, locally refimed petrol
;%1 5ﬁ¢nl:i; (?!ﬂad hsaty‘anﬁ fuel oils yielded an excise revenue of
“81.5 m, peroentago-wise it constituted 90.31% of total excise
collqatiaa. Correepording to thiz inorease, %otal excise revenue
§§2::::‘:§:n§:2::‘2a50353 m. increase. The impact of this inoreasss

. : >eroent sontribution of lgoall wn tobacco and ‘
samifactured liquore in exelse rwwanug.ig i toostly

Braafzyrthan, while looally grown tobacco and liquors constituted
an overwhelming share of excise revemue before 1963, losally brewed malt
iiquors, leeslly refined petrol sand locelly refined heavy and fusl oils
nave virtuslly osoupled the position the forser ocoocupled im 13%8. Thie
trend ome 15 $Sempted to believe will continue, bringing in larger
inoreases in exoise revenus and perhaps in total revemue as well.

Over the question of excise dutiss some general observations
+an be made. In the first place, ome notices the large inoreases in
recent years in excise revenue collection., If industrialisation grovs
npace, the revemus from import duties will steadily diminish and this
-ap must clearly be filled gradunlly by excise duties. In fact there
is every greund to suspect 1963 as having signalled the beginning of a
new patterm of indireet taxation in our changing economy. Furthermore,
the insreasing ismportance of excise revenue might add a little stability
tc oury revenue sys plagued by instability in export and import
juties. ,

~ Purthermore a8 we have seen there has been a change in the
yrincipal constitusnis of exciss revenue. Understandsbly such a trend
7111 exist im any changing snd developing economy. The problem is the
svailability of sev avenues to replace diminishing sources. Any such
2w souvee will in part depend on the direction of the changes in our

CoonoRYe

: - of interest
Over the years, there has been a general lack o |
sttached to exeise revenue && & B0Urce of centrsl government revenue,
%efors igﬁé,revﬁa the ¥inister of Finance had hagdly ﬁifgussedmaxcise
~ovenue im say dsteil. Put ia the 1966 Judget Speech, the Yinister

1005)umm (3) Table 4.2.
1lsa§piy 411, 1966, op. cites Do 650
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?é:';ﬁ:;:‘d,Pgiiizd °“;“:h' growing importance of excise revemue and
zs , kiilltr': . two primary steps as faur as excise revenue

ki) To consolidate the exisi by exp
, 108 ones exploring
::n peasibilities of reducing the present complexi~
i ,

2) Barmonisation of exis
ensure that we hLave & sound structure of sxcisce

duties to oxplolt any new sources of excise revenus
that might arise in the future,

ting rates, These will

~ Revemne ecllection fro. iiceroces constitutes the last portion
of items olassified as "Duties, Texes and Licences",ll BoOE
rrouinent in this sategory are rosd transport and wireless, Generally,
revenue from this source has not been of eny cunsiderable signifioance
i governmental revenue, Howavar, its contuiiution ie by o nmeans
segligible and it may well go on iuoreaciug in impurtsncve as ihe general
wconomie comdition of the country improves, It is safe for us to
szowse that liks : tax, there is considerable evasion or wireless
iticences in Malaysiaj and anti-evasion methods have not proved
successful either. The enalysis that follows will desl mainly with the
contributions and significance of revenue from licences end the importance
vl revenue fros rosd transport licences.

-AkeS

The currently relevant Ordinance s regards the rutes_is the
4VoT Vehieles (Fegistration and licensing; (imendment) Rules.3 It
incorporated the important elements of the 1958 Road Traffic (rdinance.
(i for the detail rates see Aippendix II),

‘Seme of the changes brought sbout in 1966, though not ineluded
in toe appendix aye of more genersl concern. in §ne first place,
iriving license and teat fews wers inoreased Irom §5.00 to $10.00 i.e. &
X imcresse. Uecondly, the first registretion fee was raisod frov
:5 00 to $15,00 for motor cers and frou 52,00 to 0,00 for motor-cycles.
“he 1966 Budget also raised the transfer fea from $4.00 to $10.00 for

Moy asoifiod as 1tem 1 in tuc Uinanciel Utatemcnte snd fstimates,

12y talover, "iadio iivertising’, L.L. Lever irotherc Lid.,
To. 23, Aprid 1962.

1340t0r Yehicies (I'egistration and idcensing) (Amendment Yo, 2]
‘ules 1965, LH 433, Government Printer.

lésappiyiﬁill,lgéég op. cit., pP. 72=T4s
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??: ﬁatnmon “mﬂ;m to $3.00 for motor-cycles. In Malaya there
ror this 18 te be z@gggn«?°*”91 and diesol cars, The justification
and diesel. Chemges i i the different ratse of taxes paid for petrol
io not inveke fu in licenses” are not considered significant and
o Bher f“’i?“‘ discussion within or vithout the Dewan fa'ayst
it peterthaless hey do bring in considerable sdditional revemus.
fagottnr :;;?i::'ﬂ help, thg:gﬁ slowly and gradually, and probably in
78y, in bringing about a systenm + ,

~% the same tims ﬂﬂl as ﬂe” n“mg?tem that is eany to administer and

Pable 4.4 shows the total coilections from licencos over the
;@ti@dﬁl?ﬁ&mi@ﬁé. The most prominent feature it the slow but steady
increase in the abaolute revenue colivcted, Therc are po sbrupt
-DNCTea8es 85 in excise reveius., Uver the span of nine years revenue
‘s sxpected to more than double itself, This ttendy incremss, is a
vofleotion of the prospercus conditienc prevailing in Malaysis, and on
the assumptiomn that we maintain our propority, total licence revenue
uey well eontinue to incrense,

Column (4) Table 4.4 shows the share of licence revenue in
twinl revemue. Petween 1958 and 1960 it constituted around 5% of total
reverme, From 1961-196% i%s share rose %o around 6%, The 1966
sotimates expeet licenses to sontribute 7.27% of totsl revemue, There-
fore over the nime year period the rate of increase in licence revenue
hies been higher than tre rate of increeze iv total revemue., Coluan (5)
indicates the sharye of licence reveaue iu total tax revenue, The same
trond a8 golumn (4) is evident but on e slighily imcressed scala,
“ctice, however, that vhile absolute licsnce collections :ravs besn
increasing every yeay, the percsntages 40 not imdicate so, The
srplanatien is to be found in the increases in total tax revemue rather
ty3a in 1icence revenus, - ven if licsaces revenus inoreass, a larger
i7creese in total revenue and tax rovenue reducses the shara of licencas
ravenue. This explaims minor perceatage reductions in columns (4) and
(%) of Tadle 4.4, But nevertheless the net percentsge contribution
has shown an inorease im both ocolumns (4) and (5) indicating that over
the years, licences revenus ™ expected to rise fasisr than sither tax

rovenue or %total revenue,

By : BO6 i @ is
and large, tho most important socurce of iicence revenus
road trans:zri xavwnua: Nevenue froa this source consists of:

'4)  Driving liosnces,
ii) Hotor vehicles iicenves, and
iii)\,’?uﬁiic servicee venicles, drivers and zonduetors
licences,

tgexaaﬂ (2) ?able 4.5 shows the ocollections from road transport,

~ 1 tendency
ik conpes. rovenue from road transport has shown e general !
i;gzniizzﬁz‘“' 14 1= expected that the 1965 revenue from road transport

- 6T =
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TABLE 4.5

BIGHIPICANCE OF ROAD TRAWSPORT REVENUE
I TOTAL LICENCES REVSNUE

els \2) aB
Year Revemue Read Transport % of Cols (1)
e ) (2) (3)
-+ e S E—
1988 | 41,476,386 39,062,414 94,17
1959 | 46,912,767 | 44,287,874 94,40
1960 57,838,504 54,929,792 94,97
1962 71,100,946 67,169,020 04,46
1963 71,851,469 67,756203 94.27
1964 81,078,3% 75,961,062 93,68
1965 92,526,800 87,135,000 94,17
1966 113,250,300 105,776,000 93.40

‘ources As for Table 2.6.

s ' the 1958 collection, Column (5) indicates the over-
?x:ll;i: dwmlc ' ogrmd transport colleotion. On an average it
‘ms ascounted fer 94% of total licence revenus. Absalute in?reasaat
'éinmWﬂmmhunotledtﬂmgmmmowi:dmimha:a;
e This v consequence of a corres
lioenoe FEVeDUS.ryof am {n the cane of excises, the main
inmtemt 1icence » has remsined unchanged during the period ngar
reviow ;,.,m” is o indiostion Lol w:osbeuevs that road traizpor:
we : reason : ,
ﬁg :;ﬁm;a ;u ::t&g :v;zg@ share of total licence collection

less licence | : have

: ; collections and television liaqms |

i ’ m m“oywmmw $0 licencs revenus. ts the ﬁg:ﬁim
ey tructure of licence revenus. The mein task here 18 ot
or t?;n‘of 1icenses; and succesa in this venture will result in high
evasion of sn008 :

revenss



f | Unlike exeise duties, rovenue from licences shows no dramatic
‘norease over the perioed of 1958-1966, The inorease, in faot, has
seen rather slow but steady. It is & reflection of the slow and steady
srogreas in the general economic comditions of the country. If this
trend oontimmes in $he future, we may well witness a corresponding
increase in ths importance of licence revenue. But in this field, our
innediate task is to consolidate and harmonize the rates axisting in
“alayeis and the Bormeo Stetes, In fact, since the formation ef
“playsis, very little has been done in this direction. Interest hes
~esn focussed in oustoms and inland revenuej btut hardly anything of
~ionificance has been undertaken in the fislds of excise and licences,
he situation will have %o be altered if we intend to improve our %ax
stwucture and Paise more revemuo from such minor scurces as these.
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