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Abstract Companies require a comprehensive plan
and controls to support the business operations and revenue
management best practises that may influence the
operating performance (profitability and liquidity position)
during the Goods and Services Tax (GST) and Sales and
Services Tax (SST) periods. This paper applied two-
sample t-test to analyse the operating performance the
profitability and liquidity position for 249 listed companies
from manufacturing and service sectors during the GST
and SST periods. As a result, the GST has a positive impact
on company profitability, whereas the SST has a slightly
greater effect on the company liquidity position. In
addition, the analysis on three main sectors operating
performance results has similar findings with the main
analysis where the profitability performance is better in the
GST period while liquidity position increases in the SST
period. Furthermore, the outcome of the operating
performance analysis by company size reveals that small
companies perform less successfully than expected for the
profitability and liquidity position relative to large
companies during the GST and SST periods. In spite of the
fact that SST period outperforms the liquidity position for
the companies; the companies still have high profitability
and a manageable liquidity position during the GST era.
This reveals that GST positively influences the operating
performance of the companies from the perspective of
effective revenue and short-term fund management. The

outcome of this study provides a novel contribution to the
business leaders, authorities and academics on the effect of
two indirect taxes GST and SST on the companies
operating performance.

Keywords  Goods and Services Tax, Liquidity,
Operating Performance, Profitability, Sales and Services
Tax

1. Introduction

On 1 September 2018, Malaysia eliminates goods and
services tax (GST) and reintroduce sales and services tax
(SST) after the newly formed government (Alliance of
Hope) decided to switch GST to SST [1]. The GST was
introduced in 2015 with purpose to increase income and
reduce the country's budget deficit and replaced with SST
projected to reduce living costs, particularly for the lower
and middle income group [1]. This reflects that SST has
positive impact to short-term fund management whereas
GST possible to provide positive influence to revenue
management and profitability. However, requires further
investigation to validate this assumption and so far no
academic journals have made the comparison between
GST and SST impact particularly on operating
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performance to companies. A consumption tax is a levy on
consumer purchases of goods and services that serve as a
revenue source for governments [2]. The GST and the SST
are consumption taxes applied on goods and services
purchases [2]. The new SST, like the GST, has set a
minimum amount of business turnover of RM500,000,
above which the taxable firm will be subject to SST [3]. In
SST the service tax of 6 per cent single levy charge by the
provider of service finally [2]. The GST is charged on the
value-added to goods or services for each separate
processor in the manufacturing and distribution chain [4].
This raised questions on how the taxable manufacturer or
service sectors managed the business processes during the
implementation of GST or SST. Further, does the
implementation of GST and SST influence the operating
performance of the companies?

In GST system the ultimate tax burden falls on
consumers [4]. This creates a necessity to investigate
whether the reintroduction to SST from GST has any
implication to the companies operating performance. [5]
study the operating performance during GST
implementation in Malaysia report decrease in operating
performance during GST implementation and recover the
operating performance one year after the implementation
period. This indicates that the consumption tax
implementation influences the operating performance of
business which requires a proper business policy and
procedures to cope with the implementation of the
consumption tax. The operating performance reflects on
stability and position of firms from the well managed sales,
expenses, and effective working capital on strong liquidity
position including sound cash flow [5]. The good record of
operating benefits all stakeholders of the firm [6]. Thus, a
sound and sustainable operating performance is essential
for company prospect of growth and for the benefits of
entire stakeholders. From the investigation of the impact of
GST and SST implementation on operating performance
will provide evidence on how the indirect or consumption
tax impacted the firms particularly on its performance and
position. To our best knowledge no studies conducted to
compare the operating performance analysis representing
profitability and liquidity position of companies during
GST and SST periods. The results of this paper
consequently will report the following contributions.
Firstly, the outcome reports on the operating performance
mainly the profitability and liquidity position of the
companies in manufacturing and service sectors during
GST and SST indirect or consumption tax periods. The
results will provide evidence which indirect tax (GST or
SST) periods are healthy for the companies. Secondly, the
comparison of operating performance analysis for large
and small companies during GST and SST periods to
determine how the large and small companies manage their
revenue, profitability and liquidity position during the
indirect tax periods. Thirdly, the operating performance
analysis for the three main sector companies during the
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GST and SST periods shall validate the first operating
performance analysis outcome comparing the two indirect
tax periods. Further, the objective of the analysis is to
determine the operating performance for each three main
sectors and also to validate whether the overall findings are
consistent with each main three sectors finding during the
two indirect tax periods. Thus, the investigation of two
indirect tax periods will provide a framework of analysis
for the operating performance management of the
companies on adopting and managing their business
operation during the implementation and transition of the
indirect tax from GST to SST. This information is
necessary for the regulators on the degree of the extent the
consumption taxes have effects on the operating
performance of the companies during the implementation
of the GST and SST.

The paper is organised in the following ways after the
introduction section. Section 2 represents the literature
review and Section 3 is the methodology for this paper.
The results are discussed in Section 4 and the summary of
the study in Section 5.

2. Literature Reviews

2.1. Consumption Taxes Transition

The transition from GST to SST is a tax reform
program strategy by the government to increase the
Malaysian taxation system effectiveness and efficiency
[7]. The major goal of establishing GST initially was to
increase government revenue as the SST system
considered opaque [8]. Thus, the GST will also have a
positive impact to companies’ revenue and profitability.
[9] report that GST is a “regressive tax”, implementation
may influence the Malaysia household. The producer is
able to claim back the GST paid from government,
however, the producer may transfer the cost directly to the
purchaser (consumer) with reason to sustain its own
capital turnover due to complex and time consuming
process, finally the consumer confronts with double
taxation cost from the producer and their own tax cost [7].
Further, the tax refund system is possible to give
opportunity for corruption and ethical issues in business
by exploiting the system weakness [7]. Nevertheless GST
believes to provide positive impact to income and future
economy, the implementation of GST may influence the
cash flow management and price setting for goods or
services [10]. The [5] study agrees with the [10] statement
that GST implementation influences the cash flow and
firm pricing policy, thus, requires good support,
knowledge and expertise in management and all
department staffs for the indirect tax implementation. [11]
identify that the consumer products sector of the
Malaysian listed firms have lower corporate performance
and shareholders’ equity after GST implementation, thus,
listed firms are afflicted due to GST compared to other
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indirect tax.

The standard rate for SST 2.0 is at 5% to 10% on goods
sold and 6% on services [12] whereas GST is at 6% at
every level of sales [13]. Despite the fact that GST
implementation in the Malaysian tax system appears to
have a negative impact on the welfare of B40 and M40
households when compared to the SST, the impacts are
“totally different”, further in GST characteristics the high
income groups spend higher on tax relative to targeted
income groups [13]. Based on 124 economic sectors, the
result of Input-Output price modelling document that the
SST reintroduction in contrast to GST rise of the cost of
production for each large economic sector [14]. The
reintroduced SST will erode from the cost-of-production
increase, as commodity prices are anticipated to rise [14].
This creates important issues to identify whether the
transition of GST to SST influences the companies
operating performance measured by profitability and
liquidity position.

2.2. Operating Performance

The industry portfolio of companies is significant for
explaining their profit performance [15]. Various studies
investigated different variables possible to influence
company performance for business success or survival or
business which mainly depends on the company
profitability [16]. It is essential to improve company
performance with suitable “strategies, techniques and
business tools” created as it is the barometer of the
company success regarded as benchmark to invest funds
by the investors [17]. The financial statement analysis is a
business analysis that establishes the firm performance
and position [18]. In fact, the financial statements provide
different measurements e.g. “net income (NI), return on
assets (ROA) or return on equity (ROE)” to measure the
firm performance [17]. The financial statement analysis is
important for the firms and stakeholders. The profitability
ratios are regularly used method for financial analysis key
measures for overall efficiency and performance of
companies [16]. The operating performance is one of the
financial statement analyses that reflect on the
profitability and liquidity position effectiveness and
efficiency [5]. In addition, the investors will react
positively signalling the fund invested that increases stock
market prices of the company [17]. The shareholder
wealth is protected once firm has good governance and
positive operating performance [19]. For operating
performance, profitability reflects on revenue for being
able to cover the cost and liquidity position highlights the
company abilities to meet the short-term liabilities or
commitments [5]. Further, company performance
improves with stern tax enforcement [20]. [5] study
analyse the operating performance represented by
profitability and liquidity during the GST implementation
period. Indeed, this study adopts different approaches
from [5] study by comparing the operating performance
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(profitability and liquidity) during GST and SST periods.

3. Methodology

For operating performance analysis for the GST and
SST tax periods the data was hand collected from the
Bursa Malaysia for the 258 Malaysia listed firms from
year 2015 to 2019. The listed firms consist of
manufacturing and service sectors in accordance to SST
indirect tax in Malaysia with financial year ended as at 30
September or 31 October or 30 November or 31
December after the SST implementation date on 1
September 2018. Due to incomplete information, 9 firms
with missing data were also excluded from the study. The
selected sample firms detail as follows: 83 firms are from
consumer product and services, 105 firms from industrial
product and services, 24 firms from telecommunications
and media, 13 firms from transportation and logistics, 17
firms from technology and 7 firms from utility. Thus, we
used total 249 sample firms for this study.

The two-sample t-test was employed to analyse the
mean comparison of the profitability and liquidity
position for the GST and SST indirect tax periods. The
t-test is used to see if there is a significant difference
between the means of two groups [21]. Two-sample t-test
compares the means of two groups (GST n SST) under the
assumption that both samples are random, independent,
and normally distributed with unknown but equal
variances. The operating analysis is conducted in three
sections, first use two-sample t-test to compare the mean
difference for the overall operating performance during
the GST (2015 and 2016) and SST (2018 and 2019)
periods. Secondly the operating performance mean
difference is carried out to analyse the performance of
large and small firms during the GST (2015 and 2016)
and SST (2018 and 2019) periods using the two-sample
t-test. Thirdly, three main sectors from consumer product
and services, industrial product and services and
telecommunications and media operating performance
were analysed for GST (2015 and 2016) and SST (2018
and 2019) periods using the two-sample t-test. The three
sectors representing 33 percent from consumer product
and services, 45 percent from industrial product and
services and 10 percent from telecommunications and
media with total of 88 percent from the overall 249
sample companies would be significant to generalize the
outcome of the findings on the operating performance
analysis during the GST and SST periods.

The operating performance analysis is classified into
two main sections namely the profitability (OPP) and
liquidity position (OPL). For OPP represented by sales
growth (SG), operating profit margin (OPM), earnings per
share (EPS), return on asset (ROA) and inventory
turnover (IT). The OPL represented by operating cash
flow ratio (OCR), current ratio (CR), cash ratio (CashR)
and debt ratio (DR). Table 1 presents the measurements of
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the financial ratios of the OPP and OPL variables.

4. Results

4.1. Descriptive Statistics

The Table 2 Panel A presents the descriptive statistics
representing mean, standard deviation, median, minimum
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and maximum for the operating performance variables
represent profitability and liquidity for both GST and SST
periods. Table 3 also presents separately the descriptive
analysis results for GST period in Panel B and SST period
in Panel C. Detail discussion for the mean difference for
the operating performance variables for GST and SST
periods will be discussed in the findings of the t-test

results in Table3.

Table 1. The Variables Measurements
OPP Operating Performance- Profitability
SG Sales growth Ratio change in sales from the year t to year t-1
OPM Operating profit margin Ratio of net profit divided by revenue
EPS Earnings per share Net income divided by weighted average of common shares outstanding
ROA Return on asset Ratio of net income divided by total assets
IT Inventory turnover Cost of goods sold divided by average inventory [Beginning +Ending Inventory/2]
OPL Operating Performance- Liquidity
OCR Operating cash flow ratio Ratio of net cash flow from operating activities divided by total assets
CR Current ratio Current assets divided by current liabilities
CashR Cash ratio Ratio of cash deposit to current liabilities
DR Debt ratio Total liabilities divided by total assets
Table 2. Variables Descriptive Statistics
Panel A: Variables Descriptive Statistics for Combined GST and SST (2015, 2016, 2018 n 2019) (N= 996)
Variables Mean Std. Dev. Median Min Max
SG 0.058 0.574 0.016 -0.995 12.638
OPM 0.195 6.819 0.040 -10.324 214.243
EPS 0.116 0.488 0.050 -6.000 8.070
ROA 0.039 0.286 0.038 -3.868 4.910
IT 28.605 148.423 4613 -0.038 2011.386
OCR 0.362 1.255 0.234 -10.843 10.728
CR 1.149 13.433 0.506 0.007 418.600
CashR 1.241 3.565 0.440 0.001 62.600
DR 0.386 0.446 0.343 0.004 12.595
Panel B: Variables Descriptive Statistics for GST Period (2015 and 2016) (N= 498)
Variables Mean Std. Dev. Median Min Max
SG 0.034 0.195 0.029 0.416 0.549
OPM 0.041 0.181 0.049 -0.691 0.355
EPS 0.114 0.218 0.058 -0.289 0.879
ROA 0.050 0.085 0.046 -0.168 0.272
IT 15.025 32.620 4.901 0.000 166.031
OCR 0.389 0.620 0.237 -0.812 2.261
CR 0.610 0.448 0.500 0.075 2.154
CashR 0.936 1.345 0.463 0.021 6.390
DR 0.365 0.197 0.337 0.057 0.832
Panel C: Variables Descriptive Statistics for SST Period (2018 and 2019) (N= 498)
Variables Mean Std. Dev. Median Min Max
SG 0.007 0.193 0.011 0.416 0.549
OPM 0.005 0.198 0.030 -0.691 0.355
EPS 0.084 0.220 0.039 -0.289 0.879
ROA 0.032 0.086 0.029 -0.168 0.272
IT 13.259 29.535 4.401 0.000 166.031
OCR 0.344 0.573 0.230 -0.812 2.261
CR 0.636 0.482 0.511 0.075 2.154
CashR 0.998 1.506 0.388 0.021 6.390
DR 0.375 0.206 0.354 0.057 0.832
Note: Table 1 summarizes the definitions of variables
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Table 3. The Operating Performance during GST and SST

Variable Sl SST Diff StErr t-value p-value
Mean Value Mean Value
OPP
SG 0.034 0.007 0.0270 0.0123 2.1999 0.0280**
OPM 0.041 0.005 0.0362 0.0120 3.0108 0.0027***
EPS 0.114 0.084 0.0300 0.0139 2.1624 0.0308**
ROA 0.050 0.032 0.0173 0.0054 3.1955 0.0014***
IT 15.025 13.259 1.7664 1.9719 0.8958 0.3706
OPL
OCR 0.389 0.344 0.0454 0.0378 1.1991 0.2308
CR 0.610 0.636 -0.0264 0.0295 -0.8964 0.3702
CashR 0.936 0.998 -0.0620 0.0904 -0.6848 0.4936
DR 0.365 0.375 -0.0102 0.0128 -0.7993 0.4243
Note: *** Significance at the 1% level, ** Significance at the 5% level, * Significance at the 10% level

4.2. Two- Sample T-Test Results

Table 3 presents the two-sample t-test results for the
GST period (2015 to 2016) and SST period (2018 to
2019). The purpose of this test is to compare operating
performance during and after GST period with SST period.
The sales growth (SG) mean in GST period (0.034) is
greater than SST period (0.007) with a 5 percent
significant level. The finding is consistent with [5] study
that the firm shows improvement in sales growth due to
effective pricing setting policy one year after GST
implementation period. Thus, companies’ revenue
management is better in GST period relative to SST
period. GST period OPM mean (0.041) is higher than SST
period mean (0.005) with significant mean difference at 1
percent. The operating profit that reflects the income from
operating activities [18] indicates company operating
profit better during GST period. The EPS shows
significant mean difference (p < .05) where the SST
period mean (0.084) 36 percent lower than GST period
mean (0.114). The earnings per share reflect the income
amount earned from the outstanding shares [22], thus, the
GST period has outperformed the SST period for the EPS
performance. The return on assets (ROA) reports the
management's success in turning a profit with the
company's assets [23]. The GST period ROA mean (0.050)
larger than SST period mean (0.032) at 1 percent
significant level mean difference. The inventory turnover
is indication of inventory management efficiency [24].
The inventory turnover (IT) mean for GST period (15.025)
relatively more than SST period (13.259) by 13 percent.
This indicates that during GST period firm has good track
of sales record and effective inventory cycle time. In sum,
the better profitability results during GST period indicate
that companies have increase in the sales trend, business
operations are efficient and more profits are earned from
the revenue management including effective inventory

cycle time. Consistently, the outcome supports that the
GST increases the revenue [8] and possible to provide
pragmatic consequences to income and future economy,
despite its possible effect to cash flow management and
price setting [10]. Further, with a more transparent
process, GST increases the tax revenue [25]. Thus, the
results reveal that GST period has positive impact to firm
profitability performance from the efficacious pricing
policy and revenue management.

The operating cash flow ratio (OCR) describes the
firm's ability to meet its maturing obligations in terms of
liquidity [18]. The OCR opines a marginal increase mean
results for GST period (0.389) compared to SST period
(0.344). In addition, high OCR indicates that a
corporation has generated more cash than required to pay
down its current liabilities in a given period. GST has
good profitability position which would able to meet its
operating activities short-term commitments; this
positively correlates with the OCR outcome. However,
the current ratio (CR) mean for SST period (0.636) is
slightly higher than GST period (0.610). The current
asset-to-current-liability ratio examines if current assets
(cash or assets projected to be turned into cash within a
year) are sufficient to cover current obligations (those
obligation) [23]. This indicates that during SST period the
company is in a better position and with good financial
health to meet its obligations. Similarly the cash ratio
(CashR) shows to some extent higher reading for SST
period (mean: 0.998) compared to GST period (mean:
0.936). CashR reports on the available cash to meet
current commitments [18]. Cash is the most liquid asset,
allowing companies to be more proactive in their financial
decisions and decrease solvency concerns [26]. The firms
in SST period are able to pay back short-term debt with
cash and cash equivalents. The debt ratio (DR) is a metric
for determining operating leverage [23]. The GST and
SST periods debt ratio (DR) consistently around 30
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percent demonstrates that debts levels for both periods are
lesser than the assets where the companies are able to
meets its obligations. The SST period DR (0.375) is
insignificantly greater than 0.365 the GST period. The
overall OPL results reveal insignificant mean difference
for GST and SST periods as the liquidity variable ratios
outcome between GST and SST are almost similar.
However, the SST period in general has slightly
acceptable short-term liquidity position relative to GST
period.

4.3. Two-Sample T-Test by Company Size Large n
Small-Overall Companies

The Table 4 presents the operating performance mean
differences by company size for GST period and followed
by Table 5 reports the operating performance mean
differences by company size for SST period. The
company size for the GST and SST periods is measured
by the total assets of the companies. For the both GST and
SST periods the operating performance for profitability
and liquidity (OPP: OPM, EPS, ROA, IT; OPL: CR,
CashR, DR) consistently reports significant mean
differences among the small and large companies except
for SG (OPP) and OCR (OPL) for GST and SST periods
including IT for SST period. During the GST period in
Table 4, the large companies have reported greater OPM
(Mean: 0.0704), EPS (Mean:, 0.1967), ROA (Mean:
0.6092), IT (Mean: 19.3798), CR (Mean: 0.7289) and DR
(Mean: 0.4173) relative to small companies at significant
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mean difference (p < .01) except for the CashR (Mean:
0.7170) reports lower than small companies. Similarly,
during the SST period in Table 5, OPM (Mean: 0.0410),
EPS (Mean: 0.1463), ROA (Mean: 0.0460), CR (Mean:
0.7229) and DR (Mean: 0.4208) in large companies are
higher than small companies at significant mean
difference (p < .01) except for the CashR (Mean: 0.6991)
reports lower than small companies. Thus, large
companies consistently have good track of operating
performance during GST and SST periods.

Overall the outcome opines that the large companies
have good operating policy and procedures to
accommodate the implementation and development for
GST and SST in their companies without jeopardizing the
profitability and liquidity position of the operating
performance. Basically, the large and small including
medium size companies have distinct resources and
capabilities [27]. Larger companies benefit from
economies of scale and scope and make greater use of
financial and human resources as a result of their size,
resulting in higher profitability than small companies [28].
Indeed, existence of positive associations between firm
performances with company sizes [29]. The micro, small
and medium companies face constricting obstacles that
opportunistically restrict their capacities, preventing them
from taking use of the advantageous chances available,
notably in the aspect of financial [30]. The small
companies require promoting good revenue management
and effective business operations to accommodate the
GST and SST indirect tax system implementation.

Table 4. The Operating Performance by Company Size for GST Period

Companies with small size | Companies with large size T-test
Variable (N:267) (N:231)
Mean Mean Mean difference t-value p-value
OPP
SG 0.0406 0.0261 0.0145 0.8297 0.4071
OPM 0.0164 0.0704 -0.0540 -3.3462 0.0009***
EPS 0.0421 0.1967 -0.1546 -8.4132 0.0000***
ROA 0.0397 0.6092 -0.0212 -2.7948 0.0054***
IT 11.2579 19.3798 -8.1219 -2.7898 0.0055***
OPL
OCR 0.3857 0.3937 -0.0079 -0.1421 0.8871
CR -0.5063 0.7289 -0.2226 -5.6960 0.0000***
CashR 1.1258 0.7170 0.4088 3.4193 0.0007***
DR 0.3189 0.4173 -0.0985 -5.7360 0.0000%**
Note: *** Significance at the 1% level, ** Significance at the 5% level, * Significance at the 10% level
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Table 5. Operating Performance by Company Size for SST Period
Companies with small size Companies with large size T-test
Variable (N:231) (N:267)
Mean Mean Mean difference t-value p-value
OPP
SG -0.005 0.0170 -0.0220 -1.2718 0.2040
OPM -0.0360 0.0410 -0.0770 -4.4148 0.0000***
EPS 0.0114 0.1463 0.0838 -7.1644 0.0000***
ROA 0.0163 0.0460 -0.0296 -3.8967 0.0001***
IT 12.1689 14.2018 -2.0329 -0.7657 0.4442
OPL
OCR 0.3011 0.3812 -0.0800 -1.555 0.1205
CR 0.5356 0.7229 -0.1873 -4.4069 0.0000***
CashR 1.1343 0.6991 0.6446 48721 0.0000***
DR 0.3216 0.4208 -0.0991 -5.5168 0.0000***
Note: *** Significance at the 1% level, ** Significance at the 5% level, * Significance at the 10% level

4.4. Two-Sample T-Test Result by Three Main Sectors

Additional analysis is conducted to observe separately
for the three main sectors from the sample size: consumer
product and services (83 companies), industrial product
and services (105 companies) and telecommunications
and media (24 companies), operating performance
representing profitability and liquidity position during the
GST and SST periods. The reason for the additional
analysis is to validate the main findings outcome in Table
3. Table 6 presents the operating performance for 332
sample observations from consumer product and services
sector. The outcome reveals that companies in consumer
product and services sector have greater profitability
performance (OPP) during GST period relative to SST
period (mean difference: SG:0.0300, OPM:0.0322,
EPS:0.0033, ROA:0.0110, IT:1.92) even with significant
mean difference at 10 percent level reported for OPM
only. Conversely, the companies have slightly better
liquidity position (OPM) in SST period compared to GST
period with insignificant mean difference for OCR
(0.0095), CR(0.0012), CashR (0.0948) and (0.0080). The
outcome in Table 6 is almost similar to Table 3 where
overall companies including the companies from
consumer product and services sector perform better in
profitability in GST and liquidity position in SST period.
Despite [11] report that consumer products sector faces
decreased corporate performance, this study finds that the
consumer product and services sector perform better in
GST period relative to SST period.

Table 7 discloses the operating performance analysis
results for the 105 firms from industrial product and
services sectors during GST and SST periods. The results
report profitability is higher for GST period with OPP
mean difference for SG is 0.0070, OPM is 0.0365, EPS is
0.0521, ROA is 0.0220 and IT is 0.0657 (p < .01 for EPS
including ROA and p < .05 for OPM). As for OPL, the
SST liquidity positions are consistently  better
disregarding with the insignificant mean difference for CR
of 0.0002, CashR of 0.0148 and DR of 0.0096 except for
OCR mean difference of 0.1153 (p < .05) lower in SST
period. Generally, the outcome of the results are relatively
similar to Table 6 and Table 7, comparing the two indirect
tax-period operating performance the GST period shows
good profitability performance (OPP) and SST period
records moderately enhance liquidity position.

Table 8 reports the operating performance for 24
companies from telecommunications and media sector
during the GST and SST periods. The SG records positive
mean difference of 0.1191 (p< .05) followed by the
insignificant mean difference for EPS of 0.0021 and ROA
of 0.0075 where validates the fact that GST period
profitability higher than the SST period. The SST period
liquidity position is marginally better than the GST period
based on OCR and CashR insignificant mean difference
of 0.0115 and 0.4599. The findings from Table 6, 7 and 8
validate the main results operating performance analysis
in Table 3 that GST has positive repercussion to
profitability performance, SST has acceptable impact to
the liquidity position of the companies.
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Table 6. Operating Performance for Consumer Product and Services Sector

Variable ST SST Diff StErr t-value p-value
Mean Value Mean Value
OPP
SG 0.0422 0.0123 0.0300 0.0190 1.5789 0.1153
OPM 0.0203 -0.0119 0.0322 0.0194 1.6626 0.0974*
EPS 0.1433 0.1400 0.0033 0.0307 0.1072 0.9147
ROA 0.0514 0.0404 0.0110 0.0100 1.0912 0.2760
IT 17.2931 15.3730 1.9200 3.7484 0.5122 0.6088
OPL
OCR 0.3040 0.3136 -0.0095 0.0578 -0.1651 0.8689
CR 0.6954 0.6966 -0.0012 0.0528 -0.0237 0.9811
CashR 0.7758 0.8706 -0.0948 0.1454 -0.6517 0.5151
DR 0.3988 0.4068 -0.0080 0.0230 -0.3474 0.7285
Note: *** Significance at the 1% level, ** Significance at the 5% level, * Significance at the 10% level
Table 7. Operating Performance for Industrial Product and Services Sector
Variable Sl SST Diff StErr t-value p-value
Mean Value Mean Value
OPP
SG 0.0183 0.0113 0.0070 0.0185 0.3805 0.7038
OPM 0.0460 0.0096 0.0365 0.0153 2.3914 0.0172**
EPS 0.0938 0.0416 0.0521 0.0151 3.4429 0.0060***
ROA 0.0468 0.0246 0.0220 0.0069 3.2017 0.0015***
IT 7.3436 7.2780 0.0657 1.8002 0.0365 0.9709
OPL
OCR 0.4040 0.2886 0.1153 0.0580 1.9874 0.0475**
CR 0.5469 0.5471 -0.0002 0.0396 -0.0051 0.9960
CashR 1.0029 1.0178 -0.0148 0.1525 -0.0973 0.9225
DR 0.3266 0.3361 -0.0096 0.0177 -0.5412 0.5887
Note: *** Significance at the 1% level, ** Significance at the 5% level, * Significance at the 10% level
Table 8. Operating Performance for Telecommunications and Media Sector
Variable ot SST Diff StErr t-value p-value
Mean Value Mean Value
OPP
SG 0.1095 -0.0096 0.1191 0.0495 2.4043 0.0182**
OPM 0.0970 0.0988 -0.0019 0.0312 -0.0594 0.9528
EPS 0.0430 0.0409 0.0021 0.0189 0.1101 0.9125
ROA 0.0795 0.0720 0.0075 0.0201 0.3742 0.7091
IT 21.0251 24.5683 -3.5432 8.8134 -0.4020 0.6886
OPL
OCR 0.5569 0.5684 -0.0115 0.1380 -0.0836 0.9336
CR 0.3977 0.3752 0.0226 0.0415 0.5435 0.5881
CashR 1.1620 1.6218 -0.4599 0.2800 -1.6426 0.1038
DR 0.3162 0.2926 0.0237 0.0367 0.6452 0.5204

Note: *** Significance at the 1% level, ** Significance at the 5% level, * Significance at the 10% level
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5. Conclusions

The companies require maintaining healthy operating
performance from the effective business operation and
efficient revenue including fund management (short and
long-term) for sustainable companies’ development that
contributes indirectly to country economic growth. This is
the companies’ culture and practices to maximize the
shareholders’ wealth together with building the trust of
confidence to entire stakeholders. In Malaysia, the GST
was implemented in year 2015 and subsequently
undertaken a transition to SST in year 2018. The
implementation of GST and SST requires companies to
have a proper plan and procedures to support the business
operations best practices as to mitigate any losses that
possible to affect the operating performance in terms of
profitability and liquidity position. The objective of this
paper is to analyze the operating performance
(profitability and liquidity position) of the 249 companies
for the GST period (2015 to 2016) in comparison to SST
period (2018 to 2019)

From the findings, we discover that the company’s
profitability is higher during the GST period compared to
the SST period. Conversely, the liquidity position of the
companies is marginally better during the SST period
relative to GST period. The outcome contributes that GST
has positive effect to companies’ profitability while SST
is healthy to companies’ liquidity position. This could be
one of the possible reasons to transit from GST to SST as
to improve the fund or short-term cash flow management
which is shown as an evidence on the marginal

improvement of companies’ liquidity position during SST.

The additional analysis on the three main sectors namely
from consumer product and services, industrial product
and services and telecommunications and media operating
performance analysis reports the similar outcome that
profitability performance better in GST period and
liquidity position better in SST period. Even the SST
period marginally outperforms the liquidity position for
the companies, practically, the companies have good
profitability performance and acceptable liquidity position
during GST period. The outcome supports the fact stated
in [5] study that GST is business friendly indirect tax to
companies. Furthermore, the SST is more likely to have
repercussion on cash flow and liquidity position rather on
profitability and revenue performance for corporate
companies. In addition, the operating performance
analysis by company size shows that large companies
have superior operating performance relative to small
companies during GST and SST periods. Thus, the small
companies require developing an effective business
operation, cash flow policy and efficient revenue
management including a better pricing policy for a
positive operating performance (profitability and
liquidity). The implication of this study highlights the
importance of managing operating performance
(profitability and liquidity) for the company growth and
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stability during the GST and SST periods. The limitation
of this paper only examines six main sectors to analyse
the operating performance during the GST and SST
periods. For future studies recommend to analyse the
operating performance with more sectors from the listed
companies.
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