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PREFACE 
 

In October 2006, an interim report of this survey was released announcing that 62% of 
the responding accountants objected to the Government’s proposed Goods and 
Services Tax (“GST”). A number of criticisms were made by commentators on the 
survey’s response rate, notwithstanding the fact that the trend in international 
literature is emphasised smaller surveys with better quality data1 and that a random 
sample size of the survey responses lies in the range of 5% to 6% level of precision at 
95% confidence level, which is acceptable statistically in most social research (See 
Sample Size table in Appendix 1). Most of the criticisms were likely based on the 
political stance rather than academic or professional analysis on the survey itself. The 
final result has only a slight change from the interim result. With the consistency of 
the results of this survey (63% against GST) and the recent online survey conducted 
by the Hong Kong Institute of Certified Public Accountants (“HKICPA”) (59% 
against GST), the attitude of accountants should be very clear, i.e. about 60% of 
accountants object to GST.  
 

                                                 
1 Pope J, “Research Methodology for Estimate the Compliance Costs of the Goods and Service Tax in 

Australia’, Contemporary Issues in Taxation Research Chapter 5 P.79  
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SUMMARY 
 
This report analyses the results of the survey on the Goods and Services Tax (“GST”) 
with which the Hong Kong Special Administrative Region Government (“HKSAR 
Government”) proposes to broaden the tax base. It shows the opinions of accountants 
on the tax and also investigates the different views of practising, non-practising and 
retired/unemployed accountants as well as those who have lived and who have never 
lived in a country with GST or the like.  
 
As of 30 November 2006, 327 responses were received and 310 valid responses are 
analysed. The result shows that 62.8% of the responding accountants object to GST 
and suggest other measures to broaden the tax base if the economy requires it. The 
result is consistent with the results of other surveys  conducted for the general public 
and accountants2. The results of this survey will provide some useful references for 
further studies on the GST.  
 
 
INTRODUCTION 
 
The HKSAR Government has released a Consultation Document on GST and invited 
the public to respond. The Government claims that it is a tax reform rather than a 
proposal for additional revenue. The main purpose of the proposal, according to the 
Government, is to broaden the HKSAR’s current tax base which is described as too 
narrow. The media reported that the accountants and tax practitioners support this 
controversial consumption tax because they would benefit from the implementation. 
East Asia Work Based Learning Centre is invited by the Honourable Mandy Tam, 
Legislative Councillor of the Accountancy Functional Constituency, to conduct a 
survey to collect the views of accountants on GST and the tax system of the HKSAR.  
 
 
 
METHODOLOGY 
 
We included 13 questions in the questionnaire. Two questions (Questions 1 and 2) are 
designed to obtain the backgrounds of the participants, i.e. different groups of 
accountants (i.e. practising, non-practising and unemployed/retired) and whether they 
have lived in a country with GST or Value Added Tax (“VAT”). Ten questions focus 
on two major areas (i) the HKSAR’s tax system (questions 3 to 7) and the GST 
(questions 8 to 12). The last question (Question 13) is an open-ended one giving 
respondents room to express their views on the tax system, the GST or other related 
areas. To avoid double counting of responses, we requested respondents to provide the 
name of the institute they belong to and their membership number. All responses were 
carefully checked and scanned to avoid double counting. We assure the respondents 
that their identity will be kept confidential, the information will not be used for other 
purposes and the results will be released in the form of aggregate statistics only. 
                                                 
2 Democratic Party conducted a survey in July 2006 showed that 59% of the respondents objected to 

GST and it conducted another survey in August and September, the result showed that 70% of the 
respondents opposed GST. The survey conducted by the Hong Kong Retail Management Association 
in August indicated that 88% of the respondents opposed GST. In November, a survey conducted by 
the HKICPA resulted 59% of accountants are opposed to GST. 
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The questionnaires were distributed to all accountants mainly by the Hong Kong 
Institute of Certified Public Accountants (“HKICPA”) and other local branches of 
overseas accounting associations, including the Certified General Accountants of 
Canada (“CGA-Canada”) and the Certified Practising Accountants of Australia (“CPA 
Australia”). The HKICPA sent questionnaires to 10,000 of its members in August and 
briefly notified the other 16,000 members of the survey through its e-Circular on 6 
September. The other accounting associations helped distribute the questionnaires 
through their mass web-mail system. The advantage of including other resident 
qualified accountants is that they may express their experience on GST in other 
countries and their valuable views could be taken into account. There is a risk that the 
views of multi-designated accountants might be doubly counted. However, we regard 
this risk is low since qualified accountants are professionals, and also we checked the 
responses.  Among the responses, 90.3% of the responses were received from 
HKICPA members while the others were from the members of other qualified 
accounting bodies. 57.4% responded by fax, 26.7% responded by email, while 15.9% 
responded by post. As of 30 November 2006, we received 327 responses, of which 17 
respondents did not give their membership number or identify their membership. We 
therefore do not take their replies into the statistics even though these responses are 
not likely to be duplicates of others. Thus, the double counting risk is low. Even 
though only 310 responses to the questions are counted, all comments received from 
the respondents to those open-ended questions are analysed and taken into account. 
The responding rate is 1.3% which cannot be said to be high but is considered 
acceptable for a survey of such kind on the following grounds: 
 
First, the questionnaires were sent independently by the HKICPA to all its registered 
members (accountants) either by post or by a notice in an e-Circular. With the help of 
the local branch of some international accounting bodies, the questionnaires were also 
distributed through their e-Network. Second, all responses were numbered and 
carefully scanned to avoid duplication. Third, it is a comprehensive survey which 
requires the respondents to spend some time and exercise certain professional 
judgement to complete the questionnaire. Moreover, they may need more time to 
respond to the open-ended questions. It is to be expected that the response rate for a 
comprehensive survey of this type will be lower than for one with only a few 
close-ended questions. However, the reliability and the quality of the responses are of 
high level. After all, there is an increasing emphasis in international literature towards 
smaller surveys with better quality data3. 
 
Fourth, a random sample of this size lies in the range of 5% to 6% level of precision at 
95% confidence level which is generally acceptable in most social research4, i.e. 
statistically, the result of 62.8% of the accountants against the GST would give us 
95% confidence that 56.8% to 68.8% (i.e. 6% level of precision) of accountants 
oppose the GST. The sample was not truly random, in that respondents were 
self-selected; therefore bias cannot be excluded. However, there is no obvious source 
                                                 
3 Pope J, “Research Methodology for Estimate the Compliance Costs of the Goods and Service Tax in 

Australia’, Contemporary Issues in Taxation Research Chapter 5 P.79  
4 Readers can visit the website (http://www.surveysystem.com/sscalc.htm ) to compute the required 
sample size for various population size and level of precision or 
(http://www.statpac.com/statistics-calculator/sampling.htm) to obtain the formula.  
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of bias, and the result is strong, i.e. 2:1 against GST. The result is consistent with that 
of the survey conducted by the HKICPA with a larger sample size5. The survey gives 
us an indication of the likely views of the population of accountants as a whole on this 
important issue.   
 
We certainly would like to have more responses to the survey to provide us with a 
better estimation of the views of the accounting population on this controversial tax. 
However, to a certain extent, the distribution of the questionnaires is beyond our 
control. The e-Circular is not too effective to alert accountants to the survey, due to 
the small size of the notice on the one hand and people’s attitudes towards electronic 
mail on the other. Nevertheless, we are still grateful to the help of the Institute and the 
other accounting associations. We believe the results of this survey should provide 
certain insights to the Institute and the public about the views of accountants. At least, 
the views of the respondents should be respected. And we would like to thank the 
respondents for their valuable inputs. 
 
 
ANALYSIS OF THE RESULTS OF QUESTIONNAIRE 
 
(a) Questions 1 and 2: (Background information) 
 

Excluding the 17 unidentified respondents, we received 95 (30.6%) replies from 
practising accountants, 207 (66.8%) from non-practising accountants and 8 
(2.6%) from retired/unemployed accountants. Among these respondents, 
145(46.8%) have lived in a country with GST/VAT against 160 (51.6%) that 
have never done so. 5 (1.6%) respondents did not respond to the question even 
though they gave their membership information. This background information 
provides us a better analysis on the views of different groups of accountants on 
the tax system and the GST. The responses to Questions 1 and 2 are shown in 
Tables 1 and 2 respectively [Appendix 2]. 

 
(b) Question 3:  Do you agree that there is a fundamental structural problem in 

the tax system? 
 

66.1% of the respondents agree that there is a fundamental structural problem in 
the tax system. 22.0% disagree, and 11.9% are either neutral or of no idea. The 
result is summarised in Table 3(a) [Appendix 2]..  

  
The results of Table 3(b)[Appendix 2] show the proportion of each response in 
the different groups of accountants towards the GST. The views of practising 
and non-practising accountants are quite similar. 

 
The results in Table 3(c) [Appendix 2] indicate the proportions of different 
groups of accountant in each response. 

 
(c) Question 4: If (yes) to No. 3, which of the following is the major cause of the 

                                                 
5 The Hong Kong Institute of Certified Public Accountants released the result of an online survey on 
the GST on 14 December 2006. With a sample size of 1980, it reported that 59% of the responding 
accountants are opposed to a GST and 35% are in favour. 
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structural problem?  
 

43.1% of the respondents opine that both the narrow tax base and high public 
expenditure are the major cause of the fundamental structural problem in Hong 
Kong’s public finances. 32.4% and 21.3% believe narrow tax base and the high 
public expenditure are the major cause respectively. Among other suggestions, 
respondents believe the causes are: (i) misallocation of public resources, (ii) 
poor government performance and (iii) uneven income distribution etc. The 
results are summarised in Table 4[Appendix 2]. 

 
 

(d) Question 5: If (yes) to No. 3, is it necessary to introduce a new tax to solve the 
problem?  

 
Among those 66.1%, who agree that there is a fundamental structural problem in 
the finance system, 50.5% agree that a new tax is required. 14.9% of these 
50.5% of the respondents do not agree to implement GST as per their responses 
to Question 8 of the questionnaire (see below). Their views are summarized in 
Table 5 [Appendix 2]: 

 
(e) Question 6: If there were a need to broaden our tax base, what would be the 

order of preference of the following (1=most preferred; 10=least preferred) 
(apply each digit once)  

 
If there were a need to broaden the tax base by introducing a new tax, the 
following taxes are selected the most in the first three preferences, i.e. these 
were chosen the most as either 1st, 2nd or 3rd: 

 
1. Progressive profits tax rate 
2. Capital gains tax 
3. Land appreciation tax 
4. Goods and Services Tax 
5. Green Tax  

 
However, when the first five preferences are selected, GST falls to the sixth 
place. This indicates that accountants tend to hold extreme views on GST, either 
rank it in the higher order of preference or in the lower order. Also, the result 
also indicates that the income-based and wealth-based taxes are preferred to a 
general consumption-based tax.  

  
(f) Question 7: Do you think we need a comprehensive review of the current tax 

system? 
 

53.7% of the respondents share the view that we need a comprehensive review 
of the current tax system while 25.7% hold the contrary view, 20.6% are of 
neutral view or have no idea. Table 7(a) [Appendix 2] shows the responses. 
The results in Table 7(b) [Appendix 2] show that the practising accountants have 
slightly more divided views on the need for a comprehensive tax review than the 
non-practising accountants. Compared with practising accountants, 
non-practising accountants tend to believe more in the need for a comprehensive 
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tax review.  
 
(g) Question 8: Do you agree to implement GST?  

 
This question asks the respondents directly about the implementation of GST. 
The result shows that 62.8 % of the respondents do not agree to implement GST, 
while 31.2% of the respondents agree to implement GST. The results are 
summarized in Table 8(a) [Appendix 2].  

 
80 respondents gave reasons on their options. Some expressed more than one 
reason. Overall, the opponents of the GST are more eager to give reasons than 
the supporters. Their reasons of their options are summarized as follows: 
 

Support GST Don’t support GST 
Reason No of 

responses
Reason No. of 

responses 
Fair basis, user pays 
principle 

4 Degrade the simple tax 
system 

9 

Broaden the tax base 9 Administrative cost is 
high 

15 

  Reduce public 
expenditure first 

17 

  It is regressive by nature, 
not fair to the poor and 
widens wealth gap  

20 

  Adverse impact on the 
economy, tourism and 
business environment.  

23 

 
The views of different groups of respondents are shown in Table 8(b) [Appendix 
2]. 63.1% of the responding practising accountants object to implementing GST, 
a slightly higher proportion than the non-practising accountants. The result does 
not show that practising accountants particularly support GST – contrary to what 
the media have made out.  

  
The difference between the views of those who have lived and those who have 
never lived in a country with GST/VAT is insignificant and the results are shown 
in Table 8(c) [Appendix 2]. Among those who have lived in a country with GST, 
62.0% are against GST and 34.5% are for GST as compared to 62.4% against 
and 29.7% for in the group who have not. This suggests that accountants know 
the impact of GST regardless of whether they have the experience of living with 
it or not.  
  

 
(h) Question 9: If you agree to implement GST, what tax rate do you think is 

appropriate? 
 

If the GST were introduced, 47.3% of the respondents suggest a rate of 5% 
while 30.4% suggest 3%. The others suggest rates of 1%, 2% and 10%. The 
results are summarized in Table 9 [Appendix 2].  
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(i) Question 10: Do you expect the introduction of GST to be revenue-neutral, i.e. 

that the Government will not generate additional tax revenue? 
 

The result in response to the HKSAR Government’s revenue-neutral claim is 
shown in Table 10 [Appendix 2] – 58.3% of the responding accountants do not 
believe it, and only 27.8% do believe it. 

 
(j) Question 11:  If GST is set at 5%, what will the impact be on the Hong Kong 

economy? 
 
 A majority (67.2%) of respondents expect the impact of the GST on the Hong 

Kong economy to be unfavourable while only 5.5% regard it as favourable. This 
casts doubt on the Government’s claim that GST will ensure Hong Kong’s 
prosperity. The result is shown in Table 11 [Appendix 2]. 

  
 
(k) Question 12: If the GST is implemented, what do you expect the rate to be in five 

years’ time? 
 
 Even though the Government proposes that the rate of the GST would be set at 

5% for 5 years, 37.1% of the respondents still expect the rate to be higher within 
5 years, although a same proportion of respondents (37.1%) do expect it to 
remain unchanged [Table 12 in Appendix 2]. 

 
(l) Question 13 is an open-ended question. 154 respondents gave their comments. 

As in the case of Question 8, the supporters of the GST are not as eager to 
express their views as the opponents. Among the comments, 76% and 24% of 
the responses were given by the opponents and supporters respectively. The 
majority views of the supporting side claim that GST is fair, broad based and 
needed. However, 54% of the 24% supporting comments reserve the view that 
the Government should ensure the control of expenditure, grant exemptions for 
necessities and consider taxing luxury goods first. Among the opposite views, 
they mainly opine that GST would rob the poor for the sake of the rich, harm the 
economy, incur unjustifiable costs (compared with the benefits), and render 
public expenditure uncontrollable. 

 
 
CONCLUSIONS 
 
On the basis of the survey, we can draw the following results: 
 
1. Tax System 
  

(1) A majority of the respondents agree that the public finance system has a 
fundamental structural problem. The problem is caused by either high 
public expenditure or the narrow tax base or both.  

 
(2) About half of the respondents who agree that a fundamental structural 
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problem exists suggest that a new tax is needed but that the tax need not 
necessarily be GST. Taking all respondents into account, they prefer taxes 
with either an income-based or wealth-based nature to a general 
consumption tax.  

 
(3) A majority of respondents suggest a comprehensive review of the tax 

system. The practising accountants seem to agree less with this need than 
the non-practising accountants. 

 
2. Goods and Services Tax 
 

(1) 62.8% of the respondents oppose GST. There is no significant difference 
between the views of practising and non-practising accountants. Whether 
the respondents have lived in a country with GST/VAT does not affect their 
view on GST. 

 
(2) The GST supporters feel that the tax is fair, broad-based, and consistent 

with the user-pays principle. The opponents expressed their concerns on 
the high administrative costs, unfairness to the poor, widening of the 
income distribution gap, impact on the business environment, tourism and 
consumption, weakening of our competitiveness, and deterioration of our 
simple tax system.  

 
(3) If the tax were implemented, most of the respondents feel that the tax rate 

should be set at 3% to 5%. A majority of respondents do not believe that 
GST would be revenue-neutral. This indicates that they are not confident 
that the increase in revenue from the GST would be totally offset by the 
reductions in income tax and the increase of transfers to help the poor.   

 
References: 

 
1. “Broadening the Tax Base, Ensuring our Future Prosperity, What’s the Best Option for 

Hong Kong- Consultation Document” (July 2006) Financial Services and the Treasury 
Bureau, The Government of Hong Kong Special Administrative Region. 

2. Taylor, A. Wayne (1995) “Selecting Representative Sample” Taylor Enterprises, Inc.  
3. Israel, D. Glenn (2003), “Determining Sample Size” University of Florida, IFAS 
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Appendix 1: Representative Sample Size 
 

Sample size for ±3%, ±5%, ±7% and ±10% Precision Levels Where Confidence Level 
is 95% and P=.5, and sample is randomly selected. 

Size of  Sample Size (n) for Precision (e) of:  

Population  ±3%  ±5%  ±7%  ±10%  

500  a  222  145  83  

600  a  240  152  86  

700  a  255  158  88  

800  a  267  163  89  

900  a  277  166  90  

1,000  a  286  169  91  

2,000  714  333  185  95  

3,000  811  353  191  97  

4,000  870  364  194  98  

5,000  909  370  196  98  

6,000  938  375  197  98  

7,000  959  378  198  99  

8,000  976  381  199  99  

9,000  989  383  200  99  

10,000  1,000  385  200  99  

15,000  1,034  390  201  99  

20,000  1,053  392  204  100  

25,000  1,064  394  204  100  

50,000  1,087  397  204  100  

100,000  1,099  398  204  100  

>100,000 1,111  400  204  100  

a = Assumption of normal population is poor (Yamane, 1967)6. The entire population 
should be sampled.  

Source: Glenn D. Israel(2003), “Determining Sample Size” University of Florida, IFAS

                                                 
6 Yamane, Taro (1967) “Statistics, An Introductory Analysis,” 2nd Ed., New York: Harper and Row. 
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Appendix 2: Tables 
 

Table 1: Participants of different groups of accountants   
   

Answer 
 

Practising 
 

Non-Practising
Retired/ 

Unemployed 
 

Total 
% of Responses 30.6% 66.8% 2.6% 100% 

 
 
Table 2: Distribution of participants who have/have not lived in a country with 

GST/VAT. 
 

 

Answer 

Have lived in a 
country with 

GST/VAT 

Have NOT lived in 
a country with 

GST/VAT 

 
 

No response 

 
 
Total 

% of Responses 46.8% 51.6% 1.6% 100% 

 
 

Table 3(a): Distribution of responses to whether there is a fundamental structural 
problem in the tax system. 

 
Answer Yes Neutral No Don’t know Total 

% of responses 66.1% 11.2% 22.0% 0.7% 100% 

 
 

Table 3(b): Responses from different groups of accountants towards the fundamental 
structural problem in the tax system.  

 
 
Answer 

 
Yes 

 
Neutral 

 
No 

Don’t 
know 

 
Total 

Practising 65.2% 9.8% 25% 0.0% 100% 

Non-Practising  65.9% 12.2% 21.0% 0.9% 100% 

Retired/unemployed 85.7% 0.0% 14.3% 0.0% 100% 

 
Table 3(c): Comparison of different groups of accountants in each reply. 
 

Answer Practising Non-Practising Retired/unemployed Total  
Yes  29.9% 67.2% 2.9% 100% 

Neutral  26.5% 73.5% 0.0% 100% 

No 34.3% 64.2% 1.5 % 100% 

Don’t know 0.0% 100% 0.0% 100% 
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Appendix 2: Tables (continued) 
 
 

Table 4: The major cause of the fundamental structural problem in public finances.  
 

 Answer 

The tax base is too narrow 32.4% 

Public expenditure is too high 21.3% 

Both of the above 43.1% 

Other suggestions* 3.2% 

Total 100.0% 

 
 

Table 5: Response to the need of a new tax 
 

 

Answer Yes Neutral No

Don’t know 
and no 

response 

 
 

Total 
% of response 50.5% 14.0% 33.5% 2.0% 100% 

 
 

Table 6: The order of preference for broadening the tax base 
 
1. Progressive profits tax rate 
2. Capital gains tax 
3. Land appreciation tax 
4. Goods and Services Tax 
5. Green Tax 

 



 14

Appendix 2: Tables (continued) 
 

Table 7(a): Proportion of each response to the need for a comprehensive review of the 
tax system. 

 
 
Answer Yes Neutral No

Don’t 
know 

 
Total 

% of responses 53.7% 19.9% 25.7% 0.7% 100% 
 
 

Table 7(b): Analysis of the proportion of each response to the need of a 
comprehensive tax review in the different groups of accountants. 

 
 
Answer Yes Neutral No

Don’t 
know Total

Practising 47.8% 20.0% 31.1% 1.1% 100%
Non-Practising 56.1% 20.2% 22.7% 1.0% 100%
Retired/unemployed 71.4% 0.0% 28.6% 0.0% 100%

 

 
Table 8(a): Distribution of responses to the implementation of the GST. 

 
Answer Yes Neutral No Don’t know Total
% of responses 31.2% 5.0% 62.8% 1.0% 100%

 
 

Table 8(b): The proportion of each response to Q8 in the different groups of 
accountants 

 
 
Answer Yes Neutral No

Don’t 
know Total

Practising 30.4% 5.4% 63.1% 1.1% 100%
Non-Practising 31.7% 4.9% 62.4% 1.0% 100%
Retired/unemployed 28.6% 0.0% 71.4% 0.0% 100%
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Appendix 2: Tables (continued) 
 

Table 8(c): The proportion of each response to Q.8 in the group who have lived in a 
country with GST/VAT and the group who have not. 

 
 
Answer Yes Neutral No

Don’t 
know Total

Have lived in a country 
with GST/VAT 

34.5% 3.5% 62.0% 0.0% 100%

Have NOT lived in a 
country with GST/VAT 

29.7% 5.8% 62.6% 1.9% 100%

 
 

Table 9: Responses to the GST rate 
 

Answer 1% 2% 3% 5% 10% Total

% of responses 4.5% 10.7% 30.4% 47.3% 7.1% 100%

 
 
Table 10: Responses to whether the GST is revenue-neutral 
 

 
Answer Yes Neutral No

Don’t  
know Total

% of responses 27.8% 7.6% 58.3% 6.3% 100%

 
 

 Table 11: The Impact of the GST at 5% on the Hong Kong economy 
 

 
Answer Favourable Neutral Unfavourable

Don’t 
know Total

% of responses 5.5% 20.2% 67.2% 7.1% 100%

 
 
Table 12: Expected changes in the GST rate in five years’ time   
 

Answer Higher Unchanged Lower Don’t know Total 

% of responses 37.1% 37.1% 10.6% 15.2 % 100% 

 


